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1. Reason for the Audit
1.1. The audit was undertaken as part of the agreed Audit Plan for 2006/07.   This review of Council Tax is one of the twelve areas viewed by the Audit Commission as being a system that is ‘material’ to the accounts.

2. Background Information / Summary of the Audit Area
2.1. Council Tax was introduced on 1st April 1993 by The Local Government Finance Act 1992. It replaced the Community Charge (Poll Tax) as the way households contribute to local authority services.

The amount of the tax is set by local councils annually and charged according to valuation bands.   It is envisaged that these valuation bands will be reviewed sometime in the near future.  This proposed review is primarily due to the rise in property values.

2.2. The Authority’s element of Council Tax is calculated in order to raise enough funds for the Authority to meet its anticipated expenditure, having taken account of all other grants, income and the use of reserves.

3. Scope of the Audit 

3.1. Audit testing and verification has been carried out to form an opinion over the adequacy of systems and controls in place relating to the risks identified.  Key areas for review are:

Matters Arising – Section of Report
Area Examined

1.
Follow up of previous 2005/06 review.

2.
Separation of Duties between Administration & Collection.

3.
Payment Methods.

4.
Council Tax balance is regularly reconciled to the Valuation List.

5.
Discounts are correctly & promptly paid.

6.
Bills are sent out by Mid-March annually.

7.
Collections are posted daily to Personal & Suspense Accounts.

8.
Suspense Accounts are cleared promptly.

9.
Non-Payers & Missed Payments are followed up promptly.

10.
Collection rates are regularly monitored.

11.
Council Tax and the Main Accounting System are reconciled at year-end.

12.
The IT System is secure and backed up at frequent intervals.

13.
Satisfactory Arrangements are in place in the event of IT failure.

14.
System documentation is current and easily accessible.

4. Associated Risks of Providing this Service/Function 
4.1. Examination of the Risk Registers noted the following identified risks: 

Strategic Risks:   

· Financial and reputational.

· All stakeholders would be affected.

Operational Risks

Ref
Risk Description
Risk Score

19
There is a risk if there is failure to action the following:-

To diligently administer Council Tax in accordance with statutory regulations, Council policy and within a predetermined customer care policy requires the following activities.

· Raise correct Council Tax liability on each domestic property taking account of discounts, exemptions etc.

· Prompt billing of individuals both annually and in response to a change in circumstances,

· Reconcile all Council Tax debit/income and provide accurate management information.

· Take prompt statutory recovery action i.e. reminder, summons, liability order, attachments, bailiff and committal action as appropriate.

· Account for all bad and doubtful debts.

· Properly maintain and reconcile the Council Tax Rating List.

· Deal with customers’ queries promptly and courteously.

· Efficient administration of Council Tax staffing and non-staffing resources.


6






Circumstances which could cause failures include:


· System control errors.

· IT/Operating systems/administrative failures.







4.2. Other risks identified by Internal Audit as part of this audit are considered to be:

· Effective communication between Council Tax system users.

Please note that on conclusion of the audit, any critical risks outlined at 4.2. should be assessed by the relevant Director for incorporation into the Directorate’s Risk Register or, if considered to be a strategic risk, for discussion at the Risk Management Group. 
5. Overall Conclusion of the Audit Review
5.1. The Council Tax function is operating efficiently.  There were no significant problems found during as a result of this review.  There are seven recommendations contained within this report.  Three of them at grade D are recommendations that are at the discretion of the manager to action if agreed appropriate.  It should be emphasised that these latter recommendations are suggestions made to add value and increase efficiency to the internal operation of the Council Tax function.  It is the responsibility of the delegated manager to consider each such recommendation on its own merit and evaluate (cost vs. value) the benefits of adopting them.  

Council Tax, Revenues & Benefits, Corporate Services Directorate 

The Head of Revenues & Benefits should complete the shaded areas below.   

Please ensure this includes the officer responsible for overseeing the implementation, the perceived level of risk attached to the issue and the target date in order to fully address the recommendation.   For further details on how to respond to audit reports please refer to the guidance notes attached as Appendix A.

Ref
Issue
Recommendation
Grade
Action to be Taken (including responsible officer for overseeing the implementation)
Level of Risk

(H, M or L)
Target

 Date

2a
Benefits staff are actioning items on the Council Tax system without informing Council tax staff.


The Revenues Manager and the Benefits Manager should work together to reach a compromise as soon as possible to resolve the communication issue.  Any agreement should be adopted as procedure and enforced by all responsible staff.


B
The Revenues Manager will raise this matter with the Benefits Manager.
Medium
31/03/2007

3a
Only one payment method is currently being endorsed. 
The Council Tax payment method page on the website should be amended to encourage the usage of Direct Debits as another of the preferred payments methods.


D
The website advertises all the options available to Council Tax payers.  It emphasises card payments as this is the only current option available on-line.  It is on the Revenues work plan for 2007/08 to look at paperless direct debits and as soon as this can be offered, it will be publicised on the website.


Low
31/03/2008

5a
Single Person Discounts account for 90% of all discounts allocated.  No defined checks are carried out to ensure that these claims for discounts are bona fide.


Consideration should be given to undertaking a cross matching exercise, when resources allow, minimising the risk of fraud.
C
Revenues are working with all the other Cumbrian Local Authorities, the County Council, and a private company called ‘Experian’ to establish a more focused review of single person discounts (spd’s).  Experian have previously done this in Lancashire with the District Councils and the County Council and was proven to be successful.  In short, a ‘file’ of spd cases will be sent to Experian and they will run this against their records.  Details of any inconsistencies found will be returned to Revenues for any possible further action.

  
Medium
31/03/2008.

6a
There are no dependable controls to verify that the number of bills provided to Cumbria Mailing Services were confirmed to the number of bills actually posted out.


If continuing to employ Cumbria Mailing Services to assist in the Council Tax bills mail out, a contract should be established stating the expected level of service.  A specific requisite would be the importance of balancing completed envelopes to the control totals provided by the Authority.  Consideration should be given to possibly including a penalty clause to cover Authority costs if any future discrepancies occur.
B
The Revenues Team Leader (Technical) is currently investigating how the mailing from CMS can be controlled better.

For 2008/09 cycle, Revenues are to look at other options for main billing, for example, the current printer, ‘Paragon’ offer a print and post package where a file is sent to them, they print the documents, envelope and post them.


High

Low
01/03/2007

01/01/2008

6b
There are stringent internal controls in place to minimise the chance of the above scenario happening with the internal post out (Council Tax with benefit bills)  Council Tax staff did however, recommend areas of improvement that could be adopted when the 2007/08 Council Tax (with benefit) bills are being distributed.


It should be investigated whether it would be feasible for all benefits mailings to be performed in house from the outset so that the risk of them being posted out incorrectly is minimised.  The current mailing machine should be tested to see if it could cope with the increased capacity and if not, consideration should be given to acquiring a machine that could.  This would ensure that responsibility for the smooth operation of the process stays with the Authority and an annual cost saving could be negotiated with CMS (to be offset against any purchase of equipment and the increased staff costs).


D
It is not feasible to issue all benefit postings internally using the current machine. Whilst the current machine is not capable to deal with the increased volume, there is an additional, more difficult area to address.  It is difficult to predict how many letters may be produced for each benefit claimant as they are all produced subject to circumstance. Therefore it is impossible to programme any machine under these circumstances.
N/A
N/A

12a
Staff who have left the Authority/been transferred still have access to the Council Tax Academy system.


It is recommended to undertake regular housekeeping exercises of the system to ensure that all the allocated users are bona fide.
B
The Revenues Team Leader (Technical) has now been provided access to amend and remove users.  Now that this access is controlled within the section, the Team Leader will keep a regular check of Revenues users and take the appropriate action.


Medium
Actioned immediately and will be ongoing.

13a
A comprehensive log operational duties was maintained in the first two months of the 2005 flood.  


Consideration should be given, when resources allow, further developing the ‘Chronology of Events’ document and adapting it into an operational contingency document.


D
The  Revenues Team Leader (Billing & Admin) will examine the log made by the Benefits Team after the floods and, in conjunction with the Revenues Manager, will draw up something similar.  This task will be added to the 2007/08 work plan.


Low
31/03/2008.

APPENDIX C

Council Tax-Revenues & Benefits Services-Corporate Services.

Date Follow up Audit completed 27th December 2006.

Key Officer responsible for implementing Agreed Actions : Head of Revenues & Benefits Services

Ref
Issue Raised
Agreed Audit Action to be Implemented
Grade
Level of Risk 

(H,M or L)
Target 

Date 
Details of action taken to implement  this Agreed Audit Action 
Actual date 
Is the responsible key officer satisfied that the Agreed Audit Action has been fully implemented? – include any matters outstanding  / concerns arising

1a.
The payment receipt book was not complete.
Care should be taken to ensure that all copies of cancelled receipts are retained in the book.


B
M
April 2006.
Extra vigilance will be employed.
April 2006.
Yes, regular checks are taken to reduce the risk of this occurring.

1b.
The payment receipt book was not complete.
The receipt book should be examined periodically by a senior officer to ensure that all receipts have been accounted for promptly. 


B
M
April 2006.
The Revenues Manager or the Deputy Revenues Manager will look at the receipt book 2 times per year, April & October.
April 2006.
Yes, first check was done immediately and subsequent checks have been diarised.

5a.
A discrepancy was found between billing reconciliation control reports.


The billing reconciliation for March 2005 should be reviewed to determine why there is a minor difference in the number of adjustments being shown as posted out.


C
M
April 2006.
The Revenues Technical Officer reviewed this issue but could find no explanation for the minor discrepancy.  The Revenues Manager agreed that the two reconciliation’s should themselves be reconciled.
Annually, after main billing.
Yes.
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