
 

Certification of Grants and Returns 2016-17 – Merthyr Tydfil 
County Borough Council 
Audit year: 2016-17 

Date issued: April 2018 

Document reference: 480A2018-19 

 

 



 

 

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 infoofficer@audit.wales. 

We welcome correspondence and telephone calls in Welsh and English. Corresponding in Welsh will not lead to delay. Rydym yn croesawu 
gohebiaeth a galwadau ffôn yn Gymraeg a Saesneg. Ni fydd gohebu yn Gymraeg yn arwain at oedi. 

The team who delivered the work comprised Helen Goddard, Alexis Smith, Andrew Davies, Suraj Hirani and Katie Davey under the direction 
of John Herniman. 
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Summary  
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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 Authority) 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 Authority had generally adequate arrangements in place for the production and 
submission of its 2016-17 grant claims, there is scope for improvement. We are continuing to work with the Authority to make these 
improvements for 2017-18. Our conclusion for 2016-17 is based on the following overall findings: 
• the Authority worked closely with us to ensure that an accurate and up-to-date schedule of 2016-17 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 For 2016-17 we certified 12 grant claims. The value of grant claims requiring certification was £51,643,750. 
5 The Authority submitted ten of its 2016-17 grant claims to us on time. We can confirm that we have certified all of the claims, at a total audit 

cost of £46,706.  
6 Three of the claims were qualified, of which one required some amendment to the final figures, which increased the total claimed. 
 



Summary of certification work outcomes 
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Exhibit 1: This table sets out in summary the key findings of the certification of the grant claims and returns presented for audit in 2016-17 

Introduction and background This report summarises the results of work on the certification of the Authority’s  
2016-17 grant claims and returns 
• As appointed auditors of the Authority, we are asked on behalf of the Auditor General, to certify 

grant claims made by the Authority. 
• For 2016-17, we certified 12 grants with a total value of £51,643,750. 
• At the start of our grant audit work for 2016-17, 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 so that we can work together to identify further 
improvements which can be made to improve the processes. 

Timely receipt of claims Eighty-three per cent of grants received during the year were received by the Council’s deadline 
• We acknowledge the efforts of the Grants Co-ordinator and Responsible Grant Officers in ensuring 

most deadlines were met with all of the routine grants being submitted on time. The two instances of 
late submission were European Grants where guidance for the preparation and submission of the 
grant were initially unclear. Each grant was accompanied by a grant checklist and supporting pack 
of working papers. 

• 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.  
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Certification results We issued unqualified certificates for nine grant claims. Three claims were qualified: 
• Housing benefit subsidy – 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 2016-17, audit work identified three errors relating to the correct calculation of a 
claimant’s earned income, which directly impacted on whether the correct benefit was awarded and 
hence the correct subsidy claimed.  

• Article 55 statement – audit work identified instances of expenditure which did not relate to the 
project or which did not relate to the time period, and which could not be agreed back to sufficient 
supporting information. 

• Strategic Regeneration Areas – audit work identified that project expenditure could not be agreed 
back to a transaction listing. 

Audit adjustments Adjustments were necessary to two of the Authority’s grants 
• There were no significant adjustments made to any claim (ie over £10,000). Adjustments made 

were: 
- two boxes on the National Non-Domestic Rates claim were populated as they had previously 

been left blank; this change did not impact on the total claimed. 
- five cells on the Housing Benefit Subsidy claim form were amended to agree with supporting 

records. The effect of this amendment was to increase subsidy claimed by £1,384. 
The Authority’s arrangements The Authority has adequate arrangements for preparing its grants and returns and supporting 

our certification work but some improvements are required in some areas 
• Staff should be reminded of the importance of ensuring scheme guidance is followed in respect of 

completing the grant claims. 
• The Authority should put in place systems and controls to ensure that the claim is totally supported 

by source documentation such as ledger prints/invoices/calculation of apportionments. 
The Authority should ensure that they review all claims, and the information contained within them, 
for completeness. 
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Fees Our overall fee for certification of grants and returns for 2016-17 is £46,706 which is within our 
original estimate of £52,000. 

 
7 Detailed on the following page is a summary of the key outcomes from our certification work on the Authority’s 2016-17 grants and returns, 

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 Authority’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 
Authority to satisfy itself that the full amounts of grant claimed are appropriate. 
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Exhibit 2: This table summarises outcomes per grant claim/return certified 

Ref – 
Para 8 

Grants and returns Claim 
due 

Claim 
received 

Late Qualified 
certificate 

Adjustment 
(>£10,000) 

Adjustment 
(<£10,000) 

Unqualified 
certificate 

1 Housing Benefit Subsidy 30/4/17 28/4/17 No Yes  £1,384  

 21st Century Schools 30/9/17 27/9/17 No    Yes 

 Flying Start Revenue 8/9/17 31/7/17 No    Yes 

 Families First 8/9/17 31/7/17 No    Yes 

2 National Domestic Rates  26/5/17 24/5/17 No   £0 Yes 

 Teachers’ Pension  30/6/17 8/5/17 No    Yes 

3 Communities First New Programme 
– Mid Merthyr 

31/7/17 31/7/17 No    Yes 

3 Communities First New Programme 
– North Merthyr 

31/7/17 31/7/17 No    Yes 

3 Communities First New Programme 
– South Merthyr 

31/7/17 31/7/17 No    Yes 

4 Free Concessionary Travel 30/9/17 26/9/17 No    Yes 
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Ref – 
Para 8 

Grants and returns Claim 
due 

Claim 
received 

Late Qualified 
certificate 

Adjustment 
(>£10,000) 

Adjustment 
(<£10,000) 

Unqualified 
certificate 

5 Article 55 statement 10/6/17 14/9/17 Yes1 Yes    

6 Strategic Regeneration Areas 30/9/16 31/1/17 Yes1 Yes    

 Total 3 £0 £1,384 9 

9 Exhibit 3 summarises the key issues behind each of the adjustments or qualifications that were identified within Exhibit 2, and also those 
matters which required a Local Feedback Note to the Council (errors <£10,000 not adjusted). 

  

 

 
1 Guidance for the preparation and submission of this EU grant was initially unclear, contributing to the late submission of the grant for audit. 
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Exhibit 3: This table details the key issues behind each of the adjustments or qualifications that were identified within Exhibit 2, plus details of 
Local Feedback Notes 

Ref Summary observations Amendment 
1 Housing Benefit Subsidy 

The claim was amended due to the following: 
• it was identified that an overpayment was incorrectly classified as an eligible overpayment instead of a 

Local Authority error; 
• the headline cell was incorrect and as a result did not reconcile with other cells in the claim; 
• the uncashed payments balance related to 2015-16 instead of 2016-17; and 
• the overall effect of amending the cells detailed above was to increase subsidy claimed by £1,384. 

 
The claim was qualified based on the following errors: 
• earnings had been incorrectly calculated for a claimant, whereby the Council had deducted tax and NI from 

the claimant's net pay rather than from their gross pay; and 
• the Council also identified two further instances of incorrect earnings calculations when carrying out their 

own testing. (Recommendation 1) 

£1,384 

2 NNDR 
Two boxes had been left blank on the National Non Domestic Rating claim. These were populated but had no 
impact on the amended claim value as the entries required were a date and a zero balance. 
(Recommendation 2)  

£0 
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Ref Summary observations Amendment 
3 Communities First Programme – Mid Merthyr, North Merthyr, South Merthyr 

None of the three grant claims were amended or qualified, the matters raised were included within a Local 
Feedback Note. 
Sample testing identified instances of expenditure included in the claim where the supporting evidence clearly 
stated activities fell outside the claim period, which included: 
• fees of £3,410 relating to preparation and audit of the Gellideg Foundation Community Association’s 

financial statements for the year ended 31 March 2016; 
• fees capped at £2,500 relating to preparation of the balance sheet of Voluntary Action Merthyr Tydfil as at 

31 March 2016; 
• electricity charges of £786.53 relating to 13 February to 31 March 2016; 
• fees capped at £2,000 relating to preparation of 3Gs’ Development Trust’s 2016 financial statements; 
• lift service charges of £204.08 for the period April to June 2017; 
• Welsh Water charges of £851.91 for the period November 2015 to March 2016; and 
• telephone maintenance charges covering the period 1 April to 19 May 2017 (note however that VAT was 

not claimed on this invoice which actually resulted in an understatement of £27.47). (Recommendation 3). 
Sample testing of payroll expenditure identified the following overstatements, where salaries in the claim did 
not agree to the payroll evidence provided: 
• employer’s NI overstatement of £13.41 per cluster due to an employee being on a salary sacrifice scheme 

which was recorded against a Corporate code in the ledger; 
• one January salary figure where the entry in the claim did not agree to the payslip, meaning the claim was 

overstated by £3.02; 
• one June employers pension figure where the entry in the claim did not agree to the pension statement, 

meaning the claim was overstated by £4.17; and 
• one employee where the entry in the claim did not agree to the annual pension statement, resulting in an 

overstatement of £110.82. (Recommendation 4) 

£0 
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Ref Summary observations Amendment 
4 Free Concessionary Travel 

The grant claim was not amended or qualified, the matters raised were included within a Local Feedback 
Note. 
When reconciling Smartcard reports to the claim, we identified that two operators had under claimed as 
follows: 
• one provider’s February 2017 Smartcard report showed three more concessionary journeys than those 

claimed on the quarterly claim. Discussion with officers confirmed that the operator had not claimed for 
these journeys. 

• one provider’s September 2016 and January 2017 Smartcard reports showed 159 more concessionary 
journeys than those claimed on the quarterly claims. Discussion with officers confirmed that this was likely 
due to drivers uploading their journeys after the provider had submitted their claim. (Recommendation 5) 

Also, the Smartcard data spreadsheet for all operators, which analyses Smartcard and manual concessionary 
journeys, was completed by Merthyr officers during the audit. (Recommendation 6) 

£0 
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Ref Summary observations Amendment 
5 Article 55 Statement 

The return was qualified using an Accountants Report. EU claims are not amended, but all issues are reported 
to WEFO. 
The following issues were identified: 
• the four Article 55 declarations contained all the income and expenditure, rather than the incremental 

income and expenditure required by WEFO (Recommendation 2); 
• the four Article 55 declarations were based on ledger transactions, which meant we could not evidence that 

all transactions were accounted for on a cash basis (Recommendation 2); 
• signed declarations for the 2013-14 and 2014-15 periods were not available (Recommendation 4);  
• the four declarations do not contain the suggested narrative confirming that the financial entries are correct 

and in accordance with WEFO’s guidance (Recommendation 2); 
• three instances of income after the declaration period being included in the claim (Recommendation 3); 
• an income account code on the ledger was excluded when compiling the return, meaning income was 

understated for the 2016-17 declaration (Recommendation 5); 
• two months’ income was excluded from the 2013-14 declaration and the remaining ten months’ income 

recorded in the ledger did not reconcile to parking reports (Recommendation 5); 
• two instances where expenditure occurring prior to the declaration period was included  

(Recommendation 3); 
• apportionment methodology was not agreed with WEFO (Recommendation 4); 
• two instances of ineligible expenditure (Recommendation 3); and 
• four instances of entries appearing on the ledger but having no evidence to support them 

(Recommendation 4). 

£0 
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Ref Summary observations Amendment 
6 Strategic Regeneration Areas 

The claim was qualified because a list of actual expenditure could not be provided by the Council and so 
required testing could not be carried out (Recommendation 4). 

£0 

 Total effect of amendments to the Authority £1,384 



Recommendations 
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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. 

Exhibit 4 (a): Explanation of priority ratings 

Priority 1 Priority 2 Priority 3 
Issues that are fundamental and material to 
your overall arrangements for managing 
grants and returns 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 grants and 
returns 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 grants and 
returns 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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Exhibit 4 (b): This table details the issues identified during our audit work as set out within Exhibit 3 and resulting recommendations to 
management 

Issue(s) Implication Recommendation Priority Comment Responsible 
officer and target 
date 

An overpayment was 
incorrectly classified 
as an eligible 
overpayment instead 
of a Local Authority 
error.  
 
Earnings had been 
incorrectly calculated.  
 
The Council also 
identified two further 
instances of incorrect 
earnings calculations. 

• Claim may be 
qualified. 

• Subsidy may be 
withheld by the 
DWP. 

• Overpayment to 
claimant. 

 

R1  Circulating guidance and 
delivering training to 
benefits claims assessors 
should be considered to 
ensure overpayments are 
recorded correctly and 
that housing benefit 
awarded is based on the 
correct assessment of 
earned income.  

 

2 The issue has been 
addressed with 
additional staff 
training for all staff. 
The need for 
accuracy has been 
emphasised in 
meetings and emails 
to staff and an 
additional quality 
assurance level has 
been built in to check 
periodically. 

Liz French 
Implemented 
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Issue(s) Implication Recommendation Priority Comment Responsible 
officer and target 
date 

Claims did not 
always comply with 
scheme guidance, for 
example: 
• boxes on claim 

forms were left 
blank; 

• claim based on 
total income/ 
expenditure, 
rather than 
incremental 
income/ 
expenditure; 

• claim compiled on 
an accruals basis 
instead of a cash 
basis; and 

• declarations being 
incomplete. 

• Claimed 
expenditure is 
overstated/ 
understated. 

• Grant claims may 
be qualified. 

• Grant may be 
reclaimed by the 
Welsh Government.  
 

R2   Staff should be reminded 
of the importance of 
ensuring scheme 
guidance is followed in 
respect of completing the 
grant claims, particularly in 
relation to ‘non-standard’ 
grants. 

2 Recommendation not 
agreed, controls are 
already in place. The 
items tested are one-
off small errors not 
systematic errors. 

Adele Lewis 
Implemented 
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Issue(s) Implication Recommendation Priority Comment Responsible 
officer and target 
date 

Ineligible income/ 
expenditure included. 
 
Receipts and 
payments relating to 
the previous or 
subsequent financial 
year were claimed in 
the current financial 
year, in contravention 
of the terms and 
conditions of grant 
funding.  

• Claimed income/ 
expenditure is 
overstated/ 
understated. 

• Grant claims may 
be qualified. 

• Grant may be 
reclaimed by the 
Welsh Government.  

 

R3   Controls over posting 
transactions should 
ensure income and 
expenditure are eligible 
and recognised in the 
correct year of account.  

 

2 Recommendation not 
agreed, controls are 
already in place. The 
items tested are one-
off small errors not 
systematic errors. 

Adele Lewis 
Implemented 
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Issue(s) Implication Recommendation Priority Comment Responsible 
officer and target 
date 

Lack of supporting 
evidence to support 
the claim for funding, 
for example: 
• claim not agreeing 

back to evidence; 
• hard copy signed 

claims not being 
available; 

• no evidence 
provided for 
ledger 
transactions; 

• no transaction 
listing available; 
and 

• no working papers 
to support 
apportionment/ 
apportionment 
basis not agreed 
with WEFO. 

• Lack of audit trail 
for public monies. 

• Grant claims may 
be qualified. 

• Grant may be 
reclaimed by the 
Welsh Government. 

 

R4  The Authority should put 
in place systems and 
controls to ensure that the 
claim is totally supported 
by source documentation 
such as ledger 
prints/invoices/calculation 
of apportionments. 

1 Recommendation not 
agreed, controls are 
already in place. The 
items tested are one-
off small errors not 
systematic errors. 

Adele Lewis 
Implemented 



 

Page 20 of 24 - Certification of Grants and Returns 2016-17 – Merthyr Tydfil County Borough Council 

Issue(s) Implication Recommendation Priority Comment Responsible 
officer and target 
date 

Instances of 
information being 
under-declared, for 
example: 
• two third party 

operators had 
under claimed 
journeys on which 
they were eligible 
for funding; 

• an income 
account code was 
incorrectly 
excluded from a 
claim; and 

• two months’ 
income was 
excluded and the 
remaining ten 
months did not 
reconcile to 
supporting 
information. 

• Claim may be 
understated/ 
overstated. 

• Third party 
providers may be 
underclaiming. 

R5  The Authority should 
ensure that they review all 
claims, and the 
information contained 
within them, for 
completeness. 

2 Recommendation not 
agreed, controls are 
already in place. The 
items tested are one-
off small errors not 
systematic errors. 

Adele Lewis and 
relevant Service 
Managers 
Implemented 
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Issue(s) Implication Recommendation Priority Comment Responsible 
officer and target 
date 

Working papers were 
not prepared prior to 
the audit beginning, 
for example: 
• The smartcard 

data spreadsheet 
for all operators 
was completed by 
officers during the 
audit.   

• Inefficient audit 
which may result in 
increased audit 
fees. 

 

R6  The Authority should 
ensure that all supporting 
working papers are ready 
prior to presenting the 
claim for audit. 

3 Recommendation not 
agreed, controls are 
already in place. The 
items tested are one-
off small errors not 
systematic errors. 

Adele Lewis and 
relevant Service 
Managers 
Implemented 

  



Fees 
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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 2017 of £52,000. 

Exhibit 5: This table details a breakdown of fees per grant claim/return in 2016-17 compared to 2015-16 

Breakdown of fee by grant/return 2016-17 2015-16 
Housing Benefit Subsidy £15,388 £16,920 

21st Century Schools £2,390 £2,150 

Flying Start Revenue £2,442 £2,188 

Flying Start Capital – £2,753 

Families First £2,270 £2,072 

National Domestic Rates  £1,657 £2,091 

Teachers’ Pension  £1,956 £2,072 

Communities First New Programme – three 
grant claims 

£7,436 £7,791 

Social Care Workforce Development 
Programme 

– £2,011 

Free Concessionary Travel £3,141 £3,354 

Article 55 income statement £5,722 – 

Strategic Regeneration Areas £948 – 

Grant liaison, management and reporting £3,356 £8,592 

Total Fee £46,706 £51,994 

 





 

 

 

Wales Audit Office 
24 Cathedral Road 
Cardiff CF11 9LJ 

Tel: 029 2032 0500 
Fax: 029 2032 0600 

Textphone.: 029 2032 0660 

E-mail: info@audit.wales 
Website: www.audit.wales 

Swyddfa Archwilio Cymru 
24 Heol y Gadeirlan 
Caerdydd CF11 9LJ 

Ffôn: 029 2032 0500 
Ffacs: 029 2032 0600 

Ffôn testun: 029 2032 0660 

E-bost: post@archwilio.cymru 
Gwefan: www.archwilio.cymru 

mailto:info@audit.wales
http://www.audit.wales/
mailto:post@archwilio.cymru
http://www.archwilio.cymru/

	Certification of Grants and Returns 2016-17 – Merthyr Tydfil County Borough Council

