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This document has been prepared as part of work performed in accordance with statutory functions. 

In the event of receiving a request for information to which this document may be relevant, attention is drawn to the Code of Practice issued 
under section 45 of the Freedom of Information Act 2000. The section 45 code sets out the practice in the handling of requests that is 

expected of public authorities, including consultation with relevant third parties. In relation to this document, the Auditor General for Wales and 
the Wales Audit Office are relevant third parties. Any enquiries regarding disclosure or re-use of this document should be sent to the Wales 

Audit Office at info.officer@audit.wales. 

The team who delivered the work comprised Helen Goddard, Jon Martin, Alexis Smith, Ben Buckley, Ellis Williams and John Jones under the 
direction of John Herniman. 
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1 Under Paragraph 20 of Schedule 8 to the Government of Wales Act 2006 the Auditor General shall, if required by a local government or 
other grant-receiving body, make arrangements for certifying claims and returns (referred to as grant claims, hereafter). 

2 We undertook our work with the aim of certifying individual claims and to answer the question: 

‘Does Merthyr Tydfil County Borough Council (the Council) have adequate arrangements in place to ensure the production of co-ordinated, 
accurate, timely and properly documented grant claims?’ 

3 We have completed the audit and conclude that while the Council had generally adequate arrangements in place for the production and 
submission of its 2015-16 grant claims, there is scope for improvement. We are continuing to work with the Council to make these 
improvements for 2016-17. Our conclusion for 2015-16 is based on the following overall findings: 

• the Council worked closely with us to ensure that an accurate and up-to-date schedule of 2015-16 grants was in place throughout 
the year;  

• the Council agreed a Joint Working Protocol covering the respective responsibilities and expectations from the audit process; and 

• from our assessment of how the audit work went, there still remains scope to improve the Council’s arrangements in respect of how 
grant audits are conducted most efficiently. 

4 Our 2015-16 grants programme comprised 12 grant claims, a reduction from 17 grant claims certified in 2014-15.  The five claim reduction 
comprises three European Structural Funds finalised and audited in 2014-15, the Sustainable Waste Management audit no longer required 
by Welsh Government and the Local Transport Grant for which the Council did not receive an allocation from Welsh Government in 2015-
16. The impact of this is a reduction in the value of grant claims requiring certification from £59,623,361 to £53,502,701. 

5 The Council submitted all of its 2015-16 grant claims to us on time. The audits resulted in a reduction of £9,150 claimable by the Council in 
respect of 2015-16. One grant claim was qualified. 

6 We can confirm that we have certified all of the grant claims, at a total audit cost of £51,994. 
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Introduction and background This report summarises the results of work on the certification of the Council’s  
2015-16 grant claims  
• For 2015-16, we certified 12 grant claims with a total value of £53,502,701. 
• At the start of our grant audit work for 2015-16, we met with the Chief Accountant as Grants Co-

ordinator and agreed the programme of work. We produced a joint working protocol which 
incorporated a comprehensive good practice grant checklist for completion by the Responsible 
Grant Officer and submission with each grant claim. The grant checklist highlights the key areas of 
audit focus and working papers required to enable us to undertake our audit most effectively. 

• We have produced this report so that we can provide feedback collectively to those officers having 
the responsibility for grant management to facilitate the identification of further improvements to 
the processes in place at the Council. 

Timely receipt of grant claims 100% of grants received during the year were received by the Council’s deadline 
• We acknowledge the efforts of the Grants Coordinator and Responsible Grant Officers in ensuring 

all deadlines were met which is a vast improvement on the prior year achievement of 65%. Each 
grant was accompanied by a grant checklist and supporting pack of working papers, however the 
quality of these submissions varied. 

• The joint working protocol specifies that replies to audit queries are typically provided within no 
more than three working days and Responsible Grant Officers generally adhered to this. Timely 
responses contribute to more efficient audits and help ensure that auditor certification deadlines 
are met. We acknowledge that audit queries that relate to third party expenditure are likely to take 
longer to address and the Protocol requests that delays should be communicated to the auditor as 
soon as known. We note that responses to some queries have taken longer than three days. 

Certification results We issued unqualified certificates for 11 grant claims, one of which was amended to reduce 
eligible expenditure by £9,150. The housing benefit grant claim was qualified. 
• As reported in previous financial years, the substantive testing of housing benefit subsidy claimed 

has continued to identify issues relating to the calculation of the weekly benefit – in 2015-16, audit 
work identified an error relating to recognising the claimant’s correct weekly rental liability and also 
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identified errors relating to the correct calculation of the claimant’s earned income, both of which 
directly impact on whether the correct benefit was awarded and hence the correct subsidy 
claimed.  

Audit adjustments Adjustments were necessary to one of the Council’s grant claims  
• There were no significant adjustments made to any claim (ie over £10,000). The sole adjustment 

to reduce eligible expenditure ` 
• by £9,150 was made to the families first grant claim at the request of the Responsible Grants 

Officer upon identifying a duplicate accrual.   

The Council’s arrangements The Council has adequate arrangements for preparing its grant claims and supporting our 
certification work but some further improvements are required  
• The Grants Coordinator should remind officers of the importance of allocating expenditure to the 

relevant grant, the correct expenditure code/budget line and also to the correctly accrue/prepay 
grant expenditure.  

• The Council should put in place systems and controls to ensure that where grant expenditure is 
incurred by third party partners and reimbursed by the Council, those organisations comply with 
grant scheme rules by keeping adequate records of expenditure, providing a sufficient audit trail to 
include senior officer declarations confirming the accuracy, completeness and eligibility of claimed 
expenditure.   

Fees Our overall fee for certification of grant claims for 2015-16 is £51,994 this is lower than our 
original estimate of £71,000 
• As this is the first year of the WAO undertaking this audit work on behalf of the Auditor General, 

we are not sighted on how our audits compare with those undertaken by PricewaterhouseCoopers 
(PwC). There are likely to have been different issues identified in each year necessitating different 
levels of work in response, and the comparability of fees charged is understandably affected. 

• A marked efficiency between budget and actual fee was achieved in the audit of the Housing 
Benefit Subsidy claim, due to officers undertaking testing on 50% of the initial sample of claims 
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which the audit team then rechecked.  This recheck confirmed a number of errors identified by the 
Council in the initial sample, so extended testing was undertaken by the Council to allow 
extrapolation of the error rate across the population of affected claims. The extended testing was 
then rechecked by the audit team, identifying a number of specific discrepancies which were 
resolved with the Council and allowed calculation of a valid error rate. As the recheck on the initial 
sample confirmed all errors had been correctly identified, and the recheck on the extended sample 
validated the incidence of these errors, we believe this approach could be repeated in future years 
to efficiently complete the audit at continued reduced cost to the Council. 
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7 Detailed on the following page is a summary of the key outcomes from our certification work on the Council’s 2015-16 grant claims, 
showing where either audit amendments were made as a result of our work or where we had to qualify our audit certificate. 

8 A qualification means that issues were identified concerning the Council’s compliance with a scheme’s requirements that could not be 
resolved through adjustment. In these circumstances, it is likely that the relevant grant-paying body will require further information from the 
Council to satisfy itself that the full amounts of grant claimed are appropriate. 

 

Key information for 2015-16 
Overall, we certified 12 grant claims: 
10 were unqualified with no amendment 

1 was unqualified but required amendment to eligible expenditure 
1 required a qualification to our audit certificate 
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Ref – 
Para 9 

Grant claims Claim due Claim 
received 

Late Qualified 
certificate 

Adjustment 
(>£10,000) 

Adjustment 
(<£10,000) 

Unqualified 
certificate 

1 Housing Benefit Subsidy 30/04/16 28/04/16 No Yes    

2 21st Century Schools 30/09/16 27/09/16 No    Yes 

 Flying Start Revenue 30/09/16 02/08/16 No    Yes 

 Flying Start Capital 30/09/16 27/09/16 No    Yes 

3 Families First 30/09/16 02/08/16 No   -£9,150 Yes 

 National Domestic Rates  27/05/16 09/05/16 No    Yes 

 Teachers’ Pension  27/05/16 10/05/16 No    Yes 

4 Communities First New 
Programme – Mid Merthyr 

31/07/16 27/07/16 No    Yes 

4 Communities First New 
Programme – North Merthyr 

31/07/16 27/07/16 No    Yes 

4 Communities First New 
Programme – South Merthyr 

31/07/16 27/07/16 No    Yes 

 Social Care Workforce 
Development Programme 

23/09/16 27/07/16 No    Yes 

 Free Concessionary Travel 30/09/16 27/09/16 No    Yes 

 Total 1 £0 -£9,150 11 
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9 This table summarises the key issues behind each of the adjustments or qualifications that were identified on page 9, and also those 
matters which required a Local Feedback Note to the Council (errors <£10,000 not adjusted). 

Ref Summary observations Amendment 
1 Housing Benefit Subsidy 

• The claim was qualified firstly due to an identified overpayment of £1.90 relating to an incorrect rent 
liability for a claimant. Extended sample testing did not identify any further instances. Extrapolated 
value of overpayment £257.14, no amendments were made to the grant claim 
(Recommendation 1).

• A second qualification issue resulted from an incorrect earned income value creating an 
overpayment of benefit of £20. Extended sample testing did not identify any further instances. 
However, we note that the recommended number of payslips needed to calculate a representative 
earned income figure were not consistently being provided. Extrapolated value of overpayment
£3,908.51, no amendments were made to the grant claim. (Recommendation 2). 

£0 

2 21st Century Schools 
• The grant claim was not qualified or amended. However; our review identified an item of

expenditure for a capital project funded by a separate grant stream which had incorrectly been
posted into the ledger codes covering capital projects under this grant stream. Further review of
other potential miscoding’s did not identify any further instances. Value of miscoding £200.00.
(Recommendation 3).

£0 

3 Families First 
• Officers identified that the grant claim contained a duplicate accrual raised by journal and which

was being removed from the Council’s ledger. While the value of the duplicated expenditure was
£9,150.00 and therefore under the agreed threshold of £10,000 for amendments to be required,
officers were content to process the amendment. (Recommendation 4).

£-9,150.00 
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Ref Summary observations Amendment 
4 Communities First Programme – Mid Merthyr, North Merthyr, South Merthyr 

None of the three grant claims were amended or qualified. However, a number of issues were 
identified and fed back to the Council as follows: 
• One item of expenditure claimed related to services being provided in the 2016-17 financial year, 

and therefore the cost should have been processed as a prepayment and excluded from 2015-16 
eligible expenditure. Value of over claim, £2,500.00 split equally across the three clusters 
(Recommendation 5). 

• One item of expenditure incurred by the Council’s partner organisation running the South Cluster 
was found to be partially prepaid, ie it covered a 10 day training course delivered across the year 
end and with 6 days in the 2016-17 financial year, but all the expenditure was claimed against the 
2015-16 financial year. Value of overclaim, £5,526.00 representing 60% of £9,210.00 cost 
(Recommendation 5) 

• A number of items claimed during quarter four were allocated against the incorrect budget 
allocation. These misclassifications affected two of the three clusters (Mid and South), but not the 
third (North) – indicating manual error in posting against the appropriate ledger code. Value of 
misclassifications, £4,166.66 split £2,083.33 equally on the Mid and South clusters. 
(Recommendation 6). 

• All three partner organisations submit quarterly claims for reimbursement to the Council, together 
with supporting copy invoices and copy payslips to evidence costs incurred. The submissions 
contain no form of declaration by partner officers regarding their completeness and accuracy. 
Council officers perform a complete check to confirm all expenditure entered on the submission is 
supported by a copy invoice or payslip and is eligible. However, no reconciliation between the 
quarterly submissions and partner organisation’s ledger or cashbook is undertaken in order to 
confirm expenditure claimed represents actual payments made. (Recommendation 7, 
Recommendation 8). 

£0 
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Ref Summary observations Amendment 
• In addition, the Communities First certification instruction expressly requires that ‘Copies of invoices 

etc from the Operational lead organisations should be accompanied with a signed declaration that 
the evidence represents a true and accurate copy of the original documents. The declaration does 
not have a prescribed form, however it must make a specific reference to the original document to 
which the copy relates’. None of the photocopies received from the three partners are accompanied 
by any such signed declaration, the Finance officers for each are not being required to make any 
such declaration and copy invoices are not individually stamped to confirm they are true and 
accurate copies. (Recommendation 9). 

 Total effect of amendments to the Council £-9,150.00 
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10 We have given each recommendation a risk rating and agreed what action management will need to take. We will follow up these 
recommendations during next year’s audit. 

 

Priority 1 Priority 2 Priority 3 
Issues that are fundamental and material to 
your overall arrangements for managing grant 
claims or compliance with scheme 
requirements. We believe that these issues 
might mean that you do not meet a grant 
scheme requirement or reduce (mitigate) a 
risk. 

Issues that have an important effect on your 
arrangements for managing grant claims or 
complying with scheme requirements, but do 
not need immediate action. You may still 
meet scheme requirements in full or in part or 
reduce (mitigate) a risk adequately but the 
weakness remains in the system. 

Issues that would, if corrected, improve your 
arrangements for managing grant claims or 
compliance with scheme requirements in 
general, but are not vital to the overall 
system. These are generally issues of best 
practice that we feel would benefit you if you 
introduced them. 
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Issue Implication Recommendation Priority Comment Responsible 
officer and target 
date 

Incorrect rental 
liability for a 
property was used 
in calculating the 
Housing Benefit 
awarded for one 
claimant and upon 
which subsidy was 
claimed. 

 

• Overpayment to 
claimant 

• Claim may be 
qualified 

• Subsidy may be 
withheld by the DWP 

 

R1 Circulating guidance and 
delivering training to 
benefits claims assessors 
should be considered, to 
ensure the housing benefit 
awarded is based on the 
correct rental liability for 
the property it relates to. 

2 Additional guidance 
has been provided to 
staff and refresher 
training has been 
planned. 

Elizabeth French 
 
31 March 2017 
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Issue Implication Recommendation Priority Comment Responsible 
officer and target 
date 

The recommended 
number of payslips 
needed to 
calculate a 
representative 
earned income 
figure were not 
consistently being 
obtained for all 
claimants which 
may lead to the 
incorrect 
calculation of the 
benefit. 

• Overpayment to 
claimant 

• Claim may be 
qualified 

• Subsidy may be 
withheld by the DWP 

 

R2 Circulating guidance and 
delivering training to 
benefits claims assessors 
should be considered to 
ensure the housing benefit 
awarded is based on the 
assessment of earned 
income derived from a 
sufficient number of 
payslips. 

2 Reminders have been 
sent to all staff on the 
importance of 
obtaining the correct 
number of 
consecutive payslips. 
Additional training will 
be provided as a 
refresher. 

Elizabeth French 
 
31 March 2017 
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Issue Implication Recommendation Priority Comment Responsible 
officer and target 
date 

Posting of capital 
expenditure to the 
incorrect capital 
project, misstating 
the capital project 
expenditure 
claimed under 
specific grant 
funding.  

• Expenditure coded to 
incorrect capital 
project 

• Grant claims may be 
qualified 

• Grant may be 
reclaimed by the 
Welsh Government 
 

R3 Staff should be reminded 
of the importance of 
posting capital 
expenditure to the correct 
project code.  

2 Staff are aware of the 
importance of 
accurate coding. The 
error noted is an 
exceptional item. 
Additional ledger 
checks will be made 
to minimise potential 
occurrence in the 
future. 

Adele Lewis 
 
To be actioned for 
2016-17 Grant 
Claims. 
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Issue Implication Recommendation Priority Comment Responsible 
officer and target 
date 

Accrued 
expenditure posted 
by manual journal 
was duplicated on 
the ledger and 
duplicated in the 
grant claim.  

 

• Duplication of 
expenditure claimed 

• Grant claims may be 
qualified 

• Grant may be 
reclaimed by the 
Welsh Government 
 

R4 Controls over posting 
manually accrued 
expenditure against grant 
funded projects should 
ensure duplicate 
transactions are identified 
and removed from the 
claimed expenditure in the 
grant claim.  

2 One off error 
identified by 
Accountancy. 
Additional ledger 
checks will be made 
to minimise the 
potential occurrence 
in the future. 

Adele Lewis 
 
To be actioned for 
2016-17 Grant 
Claims. 
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Issue Implication Recommendation Priority Comment Responsible 
officer and target 
date 

Prepayments 
relating to the 
subsequent 
financial year were 
claimed in the 
current financial 
year, in 
contravention of 
the terms and 
conditions of grant 
funding.  

• Claimed expenditure 
is overstated 

• Grant claims may be 
qualified 

• Grant may be 
reclaimed by the 
Welsh Government 
 

R5 Controls over posting 
transactions should 
ensure prepaid 
expenditure is recognised 
and accrued to the correct 
year of account 
commensurate with the 
goods/service received. 

2 Additional checks will 
be made to ensure 
expenditure is 
accounted for in the 
correct financial year. 

Ian Kent 
 
To be actioned for 
2016-17 Grant 
Claims. 
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Issue Implication Recommendation Priority Comment Responsible 
officer and target 
date 

Where expenditure 
is required to be 
apportioned 
against specified 
budget allocations, 
misclassification to 
incorrect codes 
during posting has 
resulted in 
expenditure 
claimed against 
the incorrect 
budget allocation.   

• Expenditure allocated 
to incorrect budgets 

• Grant claims may be 
qualified 

• Grant may be 
reclaimed by the 
Welsh Government 

R6 Controls over posting 
expenditure should ensure 
transactions are coded 
correctly against the 
specified budget 
allocation. 

2 The error noted is an 
exceptional item. 
Additional checks will 
be made to ensure 
expenditure is 
correctly allocated to 
the correct budget 
category. 

Ian Kent 
 
To be actioned for 
2016-17 Claims 
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Issue Implication Recommendation Priority Comment Responsible 
officer and target 
date 

Third party partner 
organisations 
claiming 
reimbursement 
from the Council 
quarterly (for costs 
incurred under 
grant funded 
projects subject to 
audit) do not 
currently provide a 
reconciliation 
between the 
submission and 
their own ledger or 
cashbook, to 
support the 
photocopies of 
invoices/payslips 
provided for each 
item of expense 
claimed.  

• Lack of audit trail for 
public monies 

• Grant claims may be 
qualified 

• Grant may be 
reclaimed by the 
Welsh Government 

 

R7 The Council should put in 
place systems and 
controls requiring partner 
organisations to 
periodically prove that the 
claimed expenditure has 
been properly incurred via 
reconciliation to their 
ledgers or cashbook, or by 
the Council undertaking 
periodic spot checks on 
expense items.  

        The extent and frequency 
of this check depends on 
the residual risk of 
inaccuracy remaining after 
existing procedures is a 
judgement the Council 
should make for each 
partner organisation. 

1 Recommendation not 
agreed. 100% of 
payments are 
evidenced by a 
receipt or invoice, 
declarations as to 
their authenticity and 
compliance with 
Grant Terms and 
Conditions are also to 
be made. There is no 
requirement from 
Welsh Government to 
evidence defrayment 
as part of the Lead 
Body Responsibilities. 
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Issue Implication Recommendation Priority Comment Responsible 
officer and target 
date 

Third party partner 
organisations 
claiming 
reimbursement 
from the Council 
(for costs incurred 
under grant funded 
projects subject to 
audit) are made on 
claim forms which 
require no form of 
declaration by 
partner senior 
officers regarding 
their accuracy, 
completeness and 
compliance with 
grant terms and 
conditions. 

• Lack of audit trail for 
public monies 

• Grant claims may be 
qualified 

• Grant may be 
reclaimed by the 
Welsh Government 
 

R8 The Council should 
ensure template claim 
forms include a senior 
officer signed declaration 
to confirm the claim is 
accurate, complete and 
only contains expenditure 
compliant with the grant 
terms and conditions.  

1 Accountancy will 
ensure each Cluster 
completes a 
declaration to certify 
that claim forms are 
accurate, complete 
and comply with 
Grant Terms and 
Conditions. 

Ian Kent 
 
To be actioned for 
2016-17 claims. 
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Issue Implication Recommendation Priority Comment Responsible 
officer and target 
date 

The Council is not 
currently 
complying with the 
terms and 
conditions of grant 
specific to 
Communities First 
grant claims, which 
require third party 
organisations to 
include a ‘signed 
declaration that the 
evidence 
represents a true 
and accurate copy 
of the original 
documents’. 

• The Council has not 
complied with the 
terms and conditions 
of grant 

• Grant claims may be 
qualified 

• Grant may be 
reclaimed by the 
Welsh Government 

 

R9 Where terms and 
conditions of grant require 
it, the Council should 
ensure template claim 
forms include a senior 
officer signed declaration 
that the evidence provided 
in support of the claim 
represents a true and 
accurate copy of the 
original documents.  

1 Accountancy will 
ensure each Cluster 
completes a 
declaration to certify 
that evidence 
provided represents a 
true and accurate 
copy of the original 
document.  

Ian Kent 
 
To be actioned for 
2016-17 claims 
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11 Our overall fee for the certification of grant claims has been contained within the original estimate within our Audit Plan 2016 of £71,000.   

 

Breakdown of fee by grant claim 2015-16 2014-15* 

Housing Benefit Subsidy £16,920 £33,026 

21st Century Schools £2,150 £2,920 

Flying Start Revenue £2,188 £2,470 

Flying Start Capital £2,753 £2,582 

Families First £2,072 £2,470 

National Domestic Rates  £2,091 £3,160 

Teachers’ Pension  £2,072 £2,440 

Communities First New Programme –  3 grant claims £7,791 £5,751 

Social Care Workforce Development Programme £2,011 £2,470 

Free Concessionary Travel £3,354 £2,647 

Local Transport Grant - £2,497 

Sustainable Waste Management - £1,860 

European Structural Funds – 3 grant claims - £6,830 

Grant liaison, management and reporting £8,592 - 

Total Fee £51,994 £71,123 
 
*Fees charged by PricewaterhouseCoopers LLP on behalf of the Appointed Auditor as detailed within their report ‘Certification of Grants and Returns 2013-14 and 2014-15’
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