ITEM: 7
PAGE: 4

APPENDIX 1

AUDIT REPORT 10’008

HOUSING RENTS

EXECUTIVE SUMMARY

An audit was undertaken of the financial controls in place to secure the
proper collection and accounting for rents receivable from council house
tenants. This review was carried out as part of the planned audit coverage of
core financial systems operating within the Council.

The audit involved an examination of the systems and procedures in place for
calculating and collecting rents and to ensure charges made to tenants are
accurate, supported and timely. The management and collection of arrears
were also reviewed to confirm debts due to the Council had been
appropriately administered. Additionally, the audit looked briefly at sales of
council housing and at the inter-relationships between departments involved
with aspects of council house management.

Housing Rents is a major source of income for the Council, budgeted to
generate over £12 million in the current financial year, from approximately
5,850 council houses. In 2008, the service undertook a rent restructuring
exercise for the entire council housing stock, with rents now calculated on a
points basis covering such factors as property size, quality of facilities and
locality.

The audit has generally found controls and procedures in place for the
elements of rent accounting reviewed to be robust, with the following
recommendations raised for management attention: -

» Reconciliations are carried out on a quarterly basis between the Financial
Management System and the Housing Rents System: however,
discrepancies have existed such that a full reconciliation has not been
possible at the end of each of the past three financial years. Although
these amounts are not significant in the context of sums collected, full
assurance cannot be given between figures disclosed in the final accounts
and those processed through the Housing Rents System. The
Accountancy Team are aware of the discrepancies noted and have
agreed to allocate resources during 2009/10 to address this control
weakness.

* When annual rental increases are calculated, a reconciliation document is
prepared, but this is neither checked nor authorised by a senior officer to
evidence that the total housing rents collectable per the rents system is
consistent with the annual rental income budget approved by
Communities Committee. Similarly it was noted that rent refunds are not
subject to management review and authorisation. There is currently a
senior manager vacancy in the service, and this has impacted on the
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application of the supervisory and segregation of duties controls that
would be expected. It is unlikely the senior management vacancy will be
filled in the short term pending a wider management review of
management support required in the service. Consequently, it has been
recommended that alternative checking arrangements are introduced to
ensure the necessary control measures are re-introduced.

When changes are made to rent elements, in the majority of cases due to
kitchen upgrades, the ‘points’ value of the property can be affected and
the rent may increase as a consequence. 60 days must lapse from the
date of change until the rent is increased and the Council must give at
least 28 days’ written notice before any increase can take effect.
Examples were found where the 60 day period had been exceeded by up
to 21 days, resulting in a loss of income to the Council. Management have
agreed to review how the procedures are applied to ensure increases in
such circumstances are applied in a timely and consistent manner.
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AUDIT REPORT 10’009

HOUSING AND COUNCIL TAX BENEFITS

EXECUTIVE SUMMARY

The administration of the Housing Benefit and Council Tax Benefit systems is
a major activity for the Council's Finance and I.C.T. Service, with in excess of
£17 million paid out annually. Benefits Administration is also of key
importance to Central Government, which places a duty on Councils to
provide a high quality service to genuine claimants, whilst preventing and
detecting fraudulent claims against the public purse.

Benefits paid by the Authority have a subsidy implication in that eligible
expenditure is reclaimed from the Department for Work and Pensions (DWP).
The External Auditor is required to certify the Subsidy Claim, and therefore
tests individual benefit claims on an annual basis to confirm its accuracy. For
the 2008/09 it was agreed as part of a joined-up audit approach that Internal
Audit would undertake the majority of this testing.

A total of sixty Benefit claims were selected, split evenly between Rent
Rebates, Rent Allowances, and Council Tax Benefits. All claims were
scrutinised to ensure the correct amount of benefit had been calculated, that
evidence was available to substantiate all information recorded, and that
benefits awarded had been correctly recorded in the ledger.

Outcomes of all testing undertaken were recorded in a computer database
recently developed by the Audit Commission for England and Wales and now
adopted by Audit Scotland for Scottish councils. This system required
information for all selected claims to be logged to provide details of the
evidence used to calculate individual benefit entittements applicable at the
start of the financial year and on the occasion of any change of
circumstances occurring during the year.

Testing only found one error where incorrect benefit had been awarded. This
covered a period of one month and resulted in an underpayment of
approximately £35. The claim has been amended and the Benefits Manager
has adjusted the Subsidy Claim accordingly. The remainder of the claims
checked were found to be correct with evidence present to substantiate all
expenditure.
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