AUDIT, GOVERNANCE AND STANDARDS
COMMITTEE MEETING

Date: Monday 15 March 2021

Time: 6.30 p.m.

Venue: Remote Meeting - The public proceedings of the meeting will be
broadcast live and recorded for playback on the Maidstone Borough Council
website

Membership:

Councillors Adkinson (Vice-Chairman), Brindle, Coulling (Parish
Representative), Cox, Cuming, Daley, Fissenden, Harvey
(Chairman), Perry, Round and Titchener (Parish Representative)

The Chairman will assume that all Members will read the reports before attending the
meeting. Officers are asked to assume the same when introducing reports.

AMENDED AGENDA Page No.

1. Apologies for Absence
Notification of Substitute Members

Urgent Items

> W N

Notification of Visiting Members
5. Disclosures by Members and Officers
6. Disclosures of Lobbying

7. To consider whether any items should be taken in private
because of the possible disclosure of exempt information

8. Minutes of the meeting held on 18 January 2021
9. Question and answer session for members of the public (if any)
10. Questions from Members to the Chairman (if any)

11. Complaints Received under the Members' Code of Conduct

12. Housing Benefit Subsidy Claim 2019-20 115 -126
APPENDIX 1 - GRANT THORNTON QUALIFICATION
LETTER

Issued on Friday 12 March 2021 Continued Over/:
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13. Fraud & Compliance Team Update 2019/20
14. Annual Risk Management Report

15. Internal Audit & Assurance Report 2021/22
16. External Auditor's Audit Plan 2020/21

17. Budget Strategy - Risk Assessment Update

INFORMATION FOR THE PUBLIC

In order to ask a question at this remote meeting, please call 01622 602899 or

email committee@maidstone.gov.uk by 5 p.m. one clear working day before the
meeting (i.e. by 5 p.m. on Thursday 11 March 2021). You will need to provide the

full text in writing.

If your question is accepted, you will be provided with instructions as to how you can
access the meeting.

In order to make a statement in relation to an item on the agenda, please call 01622
602899 or email committee@maidstone.gov.uk by 5 p.m. one clear working day
before the meeting (i.e. by 5 p.m. on Thursday 11 March 2021). You will need to tell
us which agenda item you wish to comment on.

If you require this information in an alternative format please contact us, call 01622

602899 or email committee@maidstone.gov.uk.

To find out more about the work of the Committee, please visit
www.maidstone.gov.uk.
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Agenda Item 12

Maidstone Borough Council HBAP Report

Housing Benefit (Subsidy) Assurance Process 2019/20 Module 6 DWP Reporting
Framework Instruction (Applicable to England only) Reporting accountants’ report for the
Housing Benefit Subsidy claim form MPF720A, year ended 31 March 2020

To: Housing Benefit Unit, Housing Delivery Division, DWP Business Finance & Housing
Delivery Directorate, Room B120D, Warbreck House, Blackpool, Lancashire FY2 QUZ.

And: The Section 151 Officer of Maidstone Borough Council, Section 151 Officer.

This report is produced in accordance with the terms of our engagement letter with the Maidstone
Borough Council dated 29 June 2018 and the standardised engagement terms in Appendix 2 of
HBAP Module 1 2019/20 issued by the Department for Work and Pensions (DWP) for the purpose
of reporting to the Section 151 Officer of Maidstone Borough Council and the DWP.

Our report is prepared solely for the confidential use of the Local Authority and the DWP and
solely for the purpose of facilitating the claim for Housing Benefit Subsidy on form MPF720A dated
23 April 2020.

This report should not be copied, referred to or disclosed, in whole or in part (save as otherwise
permitted by the standardised engagement terms), without our prior written consent. Without
assuming or accepting any responsibility or liability in respect of this report to any party other than
the local authority and the DWP, we acknowledge that the local authority and/or the DWP may be
required to disclose this report to parties demonstrating a statutory right to see it.

This report is designed to meet the agreed requirements of Local Authority and the DWP as
described in the DWP HBAP reporting framework instruction 2019/20.

This report should not therefore be regarded as suitable to be used or relied by any other party for
any purpose or in any context. Any party other than the Local Authority and the DWP which
obtains access to this report or a copy and chooses to rely on this report (or any part of it) will do
so entirely at its own risk. To the fullest extent permitted by law, we accept no responsibility or
liability in respect of our work or this report to any other party and shall not be liable for any loss,
damage or expense of whatsoever nature which is caused by the reliance of anyone other than
the addressees on our work or this report.

Respective responsibilities of the Local Authority and the reporting accountant

We conducted our engagement in accordance with HBAP Modules 1 and 6 2019/20 issued by the
DWP, which highlight the terms under which DWP has agreed to engage with reporting
accountants.

The Section 151 Officer of the Local Authority has responsibilities under the Income-related
Benefits (Subsidy to Authorities) Order 1998. The section 151 Officer is also responsible for
ensuring that the Local Authority maintains accounting records which disclose with reasonable
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accuracy, at any time, the financial position of the Local Authority. It is also the Section 151
Officer’s responsibility to extract relevant financial information from the Local Authority’s
accounting records, obtain relevant information held by any officer of the Local Authority and
complete the attached form MPF720A in accordance with the relevant framework set out by the
DWP.

Our approach

For the purpose of the HBAP engagement we have been provided with a signed copy of form
MPF720A 2019/20 dated 23 April 2020 by the Section 151 Officer. The Section 151 Officer
remains solely responsible for the completion of the MPF720A and is the signatory on the local
authority’s certificate on claim form MPF720A.

Our engagement was carried out in accordance with the DWP reporting framework instruction
which has been prepared in accordance with the International Standard on Related (ISRS) 4400,
Engagement to perform agreed-upon-procedures regarding financial information. The purpose of
the engagement is to perform the specific test requirements determined by the DWP on the
defined sample basis as set out in HBAP Modules of the HBAP reporting framework instruction on
the Local Authority’s form MPF720A dated 23 April 2020, and to report the results of those
procedures to the Local Authority and the DWP.

The results of these are reported on in appendices A, B, C and D.
Inherent limitations

The procedures specified in DWP’s HBAP Reporting framework instruction does not constitute an
examination made in accordance with generally accepted auditing standards, the objective of
which would be the expression of assurance on the contents of the local authority’s claim for
Housing Benefit subsidy on form MPF720A. Accordingly, we do not express such assurance. Had
we performed additional procedures or had we performed an audit or review of the local authority’s
claim for Housing Benefit subsidy on form MPF720A in accordance with generally accepted
auditing or review standards, other matters might have come to our attention that would have been
reported to you. This report relates only to the Local Authority’s form MPF720A and does not
extend to any financial statements of the Local Authority, taken as a whole.

This engagement will not be treated as having any effect on our separate duties and
responsibilities as the external auditor of the Local Authority’s financial statements. Our audit work
on the financial statements of the Local Authority is carried out in accordance with our statutory
obligations and is subject to separate terms and conditions. Our audit report on the Local
Authority’s financial statements is made solely to the Local Authority’s members, as a body, in
accordance with Part 5 of the Local Audit and Accountability Act 2014. Our audit work was
undertaken so that we might state to the Local Authority’s members those matters we are required
to state to them in an auditor’s 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 Local Authority and the
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Local Authority’s members, as a body, for our audit work, for our audit reports, or for the opinions
we have formed in respect of that audit.

Summary of HBAP report
Summary of Initial Testing

In accordance with HBAP modules an initial sample of cases was completed for all general
expenditure cells. We have re-performed a sample of the Local Authority’s testing and confirm the
tests we have carried out concur with the Local Authority’s results:

Cell 011 Non HRA Rent Rebate Incorrect application of Non-dependant Deduction

1 claim had other income incorrectly applied in a case in receipt of ESA. The level of other income
was incorrectly calculated. The Authority reviewed all claims in receipt of ESA and other income
and has tested each claim.

Cell 094 Rent Allowance
No claims were found to be in error.
Completion of Modules

The Specific Test Requirements set out in Module 1 Appendix 3 have been completed, including
testing required by Modules 2 and 5 as detailed below.

Completion of Module 2

No issues were identified.
Completion of Module 5

We have completed the questionnaire for the appropriate software supplier and no issues were
identified.

Summary of testing arising from Cumulative Assurance Knowledge and Experience

In line with the requirements of HBAP Modules we have undertaken CAKE testing based upon the
preceding HBAP report. Where appropriate the Authority has completed testing of the sub
populations for:

Non HRA Rent Rebate Cell 028 — misclassification of an overpayment
Non HRA Rent Rebate Cell 011 — incorrect calculation of earnings

Non HRA Rent Rebate Cell 011 — incorrect application of family premium
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Non HRA Rent Rebate Cell 011 — incorrect calculation of working tax credit
Rent allowances Cell 094 — incorrect calculation of tax credits

Rent allowances Cell 094 — overpaid benefit earned income and self employed income calculation
error

Rent allowance cell 114 — incorrect classification of eligible overpayments

We have re-performed a sample of the Authority’s testing and confirm the tests we have carried
out concur with the Authority’s results. These results are outlined in the appropriate appendix.

The following CAKE tests have returned no errors and are considered as closed:
Non HRA Rent Rebate Cell 011 — incorrect calculation of tax credits

Rent allowance cell 114 — incorrect classification of eligible overpayments

Summary paragraph/ending of letter

For the form MPF720A dated 23 April 2020 for the year ended 31 March 2020 we have completed
the specific test requirements detailed in the DWP reporting framework instruction HBAP and have
identified the following results set out in Appendix A, B, C and D.

Firm of accountants......... GRANT THORNTON UK LLP... e
Office............... LONDON. ... e
Contact details (person, phone and email) ......... paul dossett — 020-7728-3180

paul.dossett@uk.gt.com..................c.oeeeee.
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Appendix A Exceptions/errors found
Error Type 3 — benefit overpaid or insufficient supporting information.

Cell 094 Overpaid benefit — Earned Income and self employed income calculation error
Cell 094: Rent allowances total expenditure

Cell Total: £38,235,497

Cell Total £6,882,342 — sub population

Cell Population: 7,984 cases

Cell Population: 1,617 cases — sub population

Headline Cell: £38,235,497

In 2017/18 and 2018/19 it was identified that the Local Authority has incorrectly calculated earned
income and self employed income resulting in an overpayment of benefit. During our initial
testing, 5 cases (value £30,320) where the assessment was based on earned income were tested
and no errors were identified.

However, given the nature of the population and the errors found in the previous claim, an
additional sample of 40 cases where an assessment in the subsidy period was based upon earned
income was tested. This additional testing identified:

2 cases which resulted in an overpayment of housing benefit to a total of £55 in 2019/20 due to
miscalculating the claimants earned income. The errors ranged from £7 to £48.

3 cases which had resulted in an underpayment of housing benefit to a total of £57 in 2019/20 due
to miscalculating the claimants earned income. 1 case which had resulted in nil impact on benefit
paid. As there is no eligibility to subsidy for benefit which has not been paid, the underpayment (or
nil impact) identified does not affect and has not, therefore, been classified as errors for subsidy
extrapolation purposes.

This is the third year that this error has been identified in the HBAP Report.
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Sample Movement / brief note | Original cell total: | Sample error: Sample value: Percentage error rate Cell adjustment:
of error: sub population (to two decimal
(claims with places)
earning)
[CT] [SE] [SV] [SE/SV] [SE/SV X CT]
Initial sample —5 | Incorrect Income £6,882,342 £0 £30,320
cases Calculation
CAKE sample — Incorrect Income £6,882,342 £55 £163,132
40 cases Calculation
Combined Incorrect Income £6,882,342 £55 £193,452 0.03% £1,992
sample - 45 Calculation
cases
Corresponding Cell 102 is overstated £6,882,342 £7 £193,452 0.01% -£255
adjustment:
Corresponding Cell 103 is overstated £6,882,342 £39 £193,452 0.02% -£1,394
'@justment:
[
Torresponding Cell 113 is overstated £6,882,342 £1 £193,452 0.01% -£29
adjustment:
Corresponding Cell 114 is overstated £6,882,342 £8 £193,452 0.00% -£313
adjustment:
Total Total understatement of £1,992
corresponding Cell 113
adjustment
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Error Type 3 — benefit overpaid or insufficient supporting information.

Cell 094 Overpaid benefit — Incorrect calculation of tax credit
Cell 094: Rent allowances total expenditure

Cell Total: £38,235,497

Cell Total £6,475,161 — sub population

Cell Population: 7,984 cases

Cell Population: 1,454 cases — sub population

Headline Cell: £38,235,497

In 2017/18 and 2018/19 it was identified that the Local Authority had included incorrect Working
and Child Tax Credit resulting in underpayment or overpayment of benefit. During our initial
testing, 5 cases (value £30,320) where the assessment was based on earned income were tested
and no errors were identified.

However, given the nature of the population and the errors found in the previous claim, an
additional sample of 40 cases where an assessment in the subsidy period was based upon earned
income was tested. This additional testing identified:

1 case which resulted in an overpayment of housing benefit to a total of £1 in 2019/20 due to the
incorrect value of Working Tax Credit being applied.

3 cases which had resulted in an underpayment of housing benefit to a total of £400 in 2019/20
due to the incorrect tax credits figure being used and / or lack of evidence to support the tax credit
figure. As there is no eligibility to subsidy for benefit which has not been paid, the underpayment
(or nil impact) identified does not affect and has not, therefore, been classified as errors for
subsidy extrapolation purposes.

This is the third year that this error has been identified in the HBAP Report.
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Sample Movement / brief note | Original cell total: Sample Sample value: Percentage error Cell adjustment:
of error: sub population error: rate (to two
(claims with earning) decimal places)
[CT] [SE] [SV] [SE/SV] [SE/SV X CT]
Initial sample -5 Incorrect calculation of £6,475,161 £0 £30,320
cases tax credits
CAKE sample — 40 Incorrect calculation of £6,475,161 £1 £180,182
cases tax credits
Combined sample - 45 | Incorrect calculation of £6,475,161 £1 £210,503 0.01% £31
cases tax credits
Corresponding Cell 103 is overstated £6,475,161 £ £210,503 0.01% -£31
adjustment:
-
i@tal corresponding Total understatement £31
adjustment of Cell 113
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Appendix B Observations
Error Type 3 — benefit overpaid or insufficient supporting information.

Cell 011 Overpaid benefit — Incorrect application of family premium
Cell 011 Non HRA Rent rebate

Cell Total: £975,311

Cell Total £56,487— sub population

Cell Population: 469 cases

Cell Population: 19 cases — sub population

In 2018/19 it was identified that the Local Authority has incorrectly applied family premium
resulting in an overpayment of benefit. In 2019/20, the Authority identified all cases in cell 11 with
family premium and has tested each claim. We initially reperformed the test on 2 cases but found
that the Authority’s findings were not all correct. The client reviewed all the remaining cases and
amended 5 cases. However this was on the basis they had originally been assessed as passed as
although the family premium was included incorrectly the cases were passported and there was
no impact on the benefit. We confirmed this was the reason for the amendments to the
assessment and expended testing to an additional 10% plus the amended cases.

A total of 5 claims were found to be incorrect however there was nil impact as 4 cases were
passported and 1 case received income lower than the applicable amount. As there is no eligibility
to subsidy for benefit which has not been paid, the nil impact identified does not affect and has
not, therefore, been classified as errors for subsidy extrapolation purposes and no amendment
made.

However as this type of error could result in an overpayment this has been included in CAKE for
2020/21.

Error Type 3 — benefit overpaid or insufficient supporting information.

Cell 011 Overpaid benefit — Incorrect calculation of earnings
Cell 011 Non HRA Rent rebate

Cell Total: £975,311

Cell Total £58,375—- sub population

Cell Population: 469 cases

Cell Population: 31 cases — sub population

In 2018/19 it was identified that the Local Authority has incorrectly calculated earned income
resulting in an overpayment of benefit. The Authority identified all cases in 2019/20 Cell 011 with
earnings and has tested each claim.

No further errors were identified. We have re-performed the test on 3 cases and the Authority’s
findings on those claims were correct.

A total of 1 claim was found to be incorrect however there was nil impact on the amount of benefit
claimed. As there is no eligibility to subsidy for benefit which has not been paid, the nil impact
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identified does not affect and has not, therefore, been classified as errors for subsidy extrapolation
purposes and no amendment made.

However as this type of error could result in an overpayment this has been included in CAKE for
2020/21.

Error Type 3 — benefit overpaid or insufficient supporting information.

Cell 011 Overpaid benefit — Incorrect calculation of other income with ESA
Cell 011 Non HRA Rent rebate

Cell Total: £975,311

Cell Total £2,178- sub population

Cell Population: 469 cases

Cell Population: 4 cases — sub population

Initial testing of Cell 011 in 2019/20 identified that the Local Authority has included an amount in
other income to ensure the correct level of ESA was applied that was incorrect resulting in an
underpayment. The Authority identified all claims in Cell011 with ESA and other income and has
tested each claim.

No further errors were identified. We have re-performed the test on 1 case and the Authority’s
findings on those claims were correct.

As there is no eligibility to subsidy for benefit which has not been paid, the underpayment (or nil
impact) identified does not affect and has not, therefore, been classified as errors for subsidy
extrapolation purposes and no amendment has been made.

However as this type of error could result in an overpayment this has been included in CAKE for
2020/21.
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Appendix C: Amendments to the claim form MPF720A
Error Type 4 — expenditure misclassification where benefit expenditure has been misclassified.

Cell 028 Eligible overpayments
Cell Total £7,197- sub population
Cell Population: 21 cases

In 2018/19 it was identified that the Local Authority had classified eligible overpayments in Cell
028 that should have been classified as Cell 026 LA error and administrative delay overpayments.
In 2019/20, the Authority identified all cases in cell 028 and has tested each claim.

A total of 1 claim was found to be incorrect. Cell 028 was found to be overstated by £159 and Cell
027 was understated.

A total of 1 claim was found to include an overpayment relating to discretionary housing payments
and was incorrectly included in cell 028. Cell 028 was found to be overstated by £260 and cell 011
was overstated.

We have re-performed the test on 6 cases and the Authority’s findings on those claims were
correct.

Cells 011, 27 and 28 have been amended on form MPF720a approved 4 March 2021.

During the reperformance of 1 claim it was identified that the amount of carers premium was
recorded incorrectly resulting in understated benefit. This has been included in Appendix D.
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Appendix D Additional issues

During initial testing of the we were not able to verify the initial claim form and / or the rent liability
in 6 cases as they had been removed from the system under the Council’s data protection policy
due to the age of the information. We have not concluded that these cases are fails as this was in

line with the council’s internal policy and there is requirement for a review to be undertaken within
a particular timescale.
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