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Recipient of Report
Action 

Required
Mgmt Summary
Applicable Section(s) of Matters Arising
Appendix B to note

Head of Revenues & Benefits
-Response required by 26/01/07

-Note action required for follow up in approx. 6 months
Full Summary 
All Sections
B (i)

B (ii), (iii) & (iv)-For Info Only 

Revenues Manager
-For information only
Full Summary
All Sections
B (i), (ii), (iii) & (iv) For Info Only

Director of Community Services
-For information only
Full Summary
Section 2
B (ii)

Head of Environmental Services
-Response required by 26/01/07

-Note action required for follow up in approx. 6 months
Full Summary
Section 2
B (ii)

Waste Services Manager
-For information only
Full Summary
Section 2
B (ii)

Head of Financial Services
-Response required by 26/01/07

-Note action required for follow up in approx. 6 months
Full Summary
Sections 3 & 7
B (iii)

Head of ICT Services
-Response required by 26/01/07

-Note action required for follow up in approx. 6 months
Full Summary
Sections 1, 12 & 13
B (iv)

Head of Audit Services
-Response required by 26/01/07

-Note action required for follow up in approx. 6 months
Full Summary
Sections 4, 9, 11 & 12
B (v)

Director of Corporate Services
Draft and Final report – for info only 
Full Summary
All Sections
All

Deputy Chief Executive
Final report – for info only
Full Summary
All Sections
All

Audit Committee


Final report – for info only
Full Summary
None
All 

1. Reason for the Audit
1.1. The audit was undertaken as part of the agreed Audit Plan for 2006/07.

2. Background Information / Summary of the Audit Area
2.1. The Debtors function is located within Revenues and Benefits in the Corporate Services Directorate. This audit forms part of the annual material audit review and has been completed by examining the “key controls”.

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 from previous audit (2005-06)

2.
Invoices authorised for correct value and coding

3.
Service departments are credited with income only after it is received

4.
Target dates are set and monitored for raising debtor invoices

5.
Collection rates are monitored against targets by means of aged debt analysis

6.
Accuracy of income codes checked

7.
Debtors system reconciled to MAS

8.
Separation of duties between invoicing and collection

9.
Arrears recovery procedures are clearly defined, appropriate and implemented

10.
Mechanisms in place to ensure that all sundry income is invoice, including periodical income, and major areas of activity in departments

11.
Invoices can be traced to individual officers / departments

12.
IT system secure and backed up at frequent intervals

13.
Satisfactory contingency plan in place in the event of an IT failure

4. Associated Risks of Providing this Service/Function 
4.1. Examination of the Risk Registers noted that there are no Corporate Risks identified however, the following Operational risk was noted: 

Ref
Risk Description
Risk Score

RBS7
Miscellaneous Income Admin
4

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

· Failures in miscellaneous income administration would result in a lack of resources for the Council in achieving its objectives.

· High chance of reputational risk if billing is erroneous.

· System control errors.

· Inaccurate bills sent.  Data not up to date e.g. wrong people or addresses.

· IT/Operating systems/Administrative failures.

· Bills not sent out in time.

· Failure in payment collection methods.

· Recovery action not taken.

· Management information inaccurate or not accessible.

· Infrastructure failure.

· Incorrect VAT codes or calculations.

Please note that on conclusion of the audit, any critical risks outline at 4.2. should be assessed by the relevant Director for incorporation into the Directorate’s Risk Register or, if considered to be a corporate risk, for discussion at the Risk Management Group. 

5. Overall Conclusion of the Audit Review
5.1. The recommendations contained in Appendix B are intended to assist in strengthening the controls in place.
Revenues and Benefits, Corporate Services Directorate 

Responsible officer for implementation is the Head of Revenues and Benefits

This Action Plan will be followed up in approximately 6 months time.   Please note that any areas, where it is found that insufficient or no action has been taken, will be reported to the Audit Committee along with the reason for non-action.
Ref
Issue
Recommendation
Grade
Action to be Taken (including responsible officer for overseeing the implementation)
Level of Risk

(H, M or L)
Target

 Date

9A
The “overdue account” letter states that the debtor has 14 days from the date of the letter to pay the full balance of the invoice before moving onto the next stage of the recovery. However the system was found to only give the debtor 7 days from the date of the letter before moving on to the next stage of the recovery process.


This should be investigated and the system and the letters should be set to the correct time span i.e. either 14 or 7 days.
B
The Revenues Team Leader has amended the system.
M
Completed

9C
The Service Level Agreement between Rossendales Collect Ltd and Carlisle City Council has not been completed in line with the Contract Procedures.
It is recommended The Head of Revenues and Benefits liases with Legal Services to ensure that the Service Level Agreement complies with the Authority’s Contract Procedures.


A
The Revenues Manager will discuss the SLA with the Head of Legal Services.
M
31/03/07

9D
At the time of the audit the Outstanding Vouchers by Department Instalment Report was not checked on a regular basis and as a result an aged debt which is an unpaid standing order was not identified and chased. It should also be noted that the same debt appears on the Aged Debt Report which is checked monthly.


It is recommended that both the Aged Debt Report and the Outstanding Vouchers by Department Instalment Report be thoroughly checked on a monthly basis.
B
The Revenues Team Leader has set up the instalment report to run automatically each month and will be checked by a Revenues Officer, along with the aged debt report.
L
Completed

12A
A review of the current users identified 8 officers who have left the Authority and their user access has not been changed to “Debtor Interrogation”.


The 8 users that have left the authority should have their user status changed to “Debtor Interrogation”.
B
The Revenues Team Leader has amended the 8 users identified.
L
Completed

Waste Services, Community Services Directorate 

Responsible officer for implementation is the Head of Environmental Services

This Action Plan will be followed up in approximately 6 months time.   Please note that any areas, where it is found that insufficient or no action has been taken, will be reported to the Audit Committee along with the reason for non-action.
Ref
Issue
Recommendation
Grade
Action to be Taken (including responsible officer for overseeing the implementation)
Level of Risk

(H, M or L)
Timescale

2A
The incorrect VAT code has been used on 2 invoices for recycling.
The correct VAT indicator should be used when registering invoices. Invoices should also quote "“recycled credits” when applicable.


C
The Waste Services Manager will ensure the relevant operational support officer is aware of the need to check where VAT on an invoice is applicable and will liase with the Finance and Administration Officer to develop systems which ensure compliance.
M
Mid 

February

Financial Services, Corporate Services Directorate 

Responsible officer for implementation is the Head of Financial Services

This Action Plan will be followed up in approximately 6 months time.   Please note that any areas, where it is found that insufficient or no action has been taken, will be reported to the Audit Committee along with the reason for non-action.
Ref
Issue
Recommendation
Grade
Action to be Taken (including responsible officer for overseeing the implementation)
Level of Risk

(H, M or L)
Timescale

3A
The Debtors system remains set up with the previous Authority structure.
It is recommended that consideration should be given to updating the debtors system to the Authority’s current structure.
C
The amendment of the Debtors system structure forms part of the Ledger Development plan and will be implemented  for the start of the new financial year
M
01/04/07

7A
It was noted that the direct debits totalling £166,683.70 for November formed part of the difference between Debtors and MAS as the total had gone through the debtors system and not been authorised in the MAS. The DD payments should have gone through the MAS on 01/11/06. The PFSO advised that this error was identified on 03/11/06 during the daily bank reconciliation however the error was not rectified until 22/11/06 when the auditor and the Accountancy Assistant highlighted that it was still outstanding.


Any errors identified should be promptly rectified.
B
This incident occurred and we recognise that the matter should have been rectified immediately.

Staff have been made aware.
L
Actioned

ICT Services, Corporate Services Directorate 

Responsible officer for implementation is the Head of ICT Services

This Action Plan will be followed up in approximately 6 months time.   Please note that any areas, where it is found that insufficient or no action has been taken, will be reported to the Audit Committee along with the reason for non-action.
Ref
Issue
Recommendation
Grade
Action to be Taken (including responsible officer for overseeing the implementation)
Level of Risk

(H, M or L)
Timescale

1A
The draft IT security policy does not include “internal transfer of staff”.
The Head of Information, Communication and Technology Services should amend the draft IT security policy to include “internal transfer” of staff when informing the relevant “system owners” of their movements. Appropriate steps should be taken by the responsible officers to ensure that this recommendation is actioned.


B
The new IT security policy is currently being drafted and will include measures to address this recommendation.
M
July 2007

13A
Whilst it was noted that no formal contingency contract was deemed necessary with DTP or any other provider as a result of the 2004/05 Audit, the absence of a contract with a hardware supplier to deliver a server in an emergency is specifically highlighted.


That renewed consideration is given as to whether or not a contract is appropriate for the main IT servers to be replenished in the event of a disaster.
B
The new IT security policy is currently being drafted and will include measures to address this recommendation.
M
July 2007

13B
The contingency procedure has never been tested fully and Audit was told that currently there is not enough spare capacity on the servers to test the recovery procedure.


It is recommended that the back up tapes are regularly tested to establish if the data could be read and restored, in accordance with an agreed programme of testing.
A
The new IT security policy is currently being drafted and will include measures to address this recommendation.
M
July 2007

Audit Services, Corporate Services Directorate 

Responsible officer for implementation is the Head of Audit Services

This Action Plan will be followed up in approximately 6 months time.   Please note that any areas, where it is found that insufficient or no action has been taken, will be reported to the Audit Committee along with the reason for non-action.
Ref
Issue
Recommendation
Grade
Action to be Taken (including responsible officer for overseeing the implementation)
Level of Risk

(H, M or L)
Timescale

4A
30% of the invoices tested had not been raised within the 14 day recommended limit between date of service and the issue date of the invoice.
It is recommended that the Head of Audit Services sends out a communication to all the Service Heads to ensure that all their staff comply with issues raised in 4A, 9E, 11A and 12B
B
The Revenues Manager said ‘This has been raised every year and every year we issue a memo to BU’s.  It is apparent that this makes little to no difference to users.  My suggestion would be that Internal Audit issues the memo, as it might have more impact.  In addition when an audit is carried out on BU’s who have access to the Debtors system this could form part of the audit.

The Head of Audit Services has issued an email reminder to all Heads of Service.


E-mail issued.
24/01/07

9E
It was noted during the audit testing that a car parking permit had been issues to an individual who still had an outstanding balance from the previous year’s permit.
It is recommended that the Head of Audit Services sends out a communication to all the Service Heads to ensure that all their staff comply with issues raised in 4A, 9E, 11A and 12B.
B
The Revenues Manager said, “I feel that this recommendation falls into the same category as 4A.  We have asked users to check the system before providing a further service but people forget or simply don’t bother.” 

The Head of Audit Services has issued an email reminder to all Heads of Service.


E-mail issued.
24/01/07

11A
Eleven of the thirty invoices did not have a contact name or telephone extension number detailed on the system in case there were any invoice queries.


It is recommended that the Head of Audit Services sends out a communication to all the Service Heads to ensure that all their staff comply with issues raised in 4A, 9E, 11A and 12B.


C
The Head of Audit Services has issued an email reminder to all Heads of Service.
E-mail issued.
24/01/07

12B
The Revenues Team Leader is not being advised when an officer who has access to the Debtors system leaves the Authority.
It is recommended that the Head of Audit Services sends out a communication to all the Service Heads to ensure that all their staff comply with issues raised in 4A, 9E, 11A and 12B.


B
The Head of Audit Services has issued an email reminder to all Heads of Service.
E-mail issued.
24/01/07

Ref
Issue Raised
Agreed Audit Action to be Implemented
Grade
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

3a
Commercial & Technical Services do not attempt to clarify the vehicle’s responsible owner prior to raising the debt on the system, i.e., send an initial letter, asking for the name of the owner/driver at the date that the vehicle was abandoned, to the address supplied by the DVLC.
The Abandoned Vehicle Co-ordinator has now been made aware of the proposed changes to the system.  

The Head of Environmental Services commented that the system requires that an invoice be raised even if there is no chance of recovery.

AUDIT RESPONSE - The issue of debt ownership has been a long running problem.  It is envisaged that the strengthened Financial Procedure Rules should go someway towards rectifying the associated issues.  Until these are in place however this recommendation cannot be enforced.

The situation regarding Abandoned Vehicles should continue to be monitored.  It is advised that the Head of Revenues & Benefits liases with the Head of Environmental Services to investigate the option of monitoring jobs of this nature without the involvement of Contractorplus.


B
Mid May 2006

As soon as possible.
CTS & R & B

Since April this year 74 abandoned vehicles have been uplifted. Of the 74 we were unable to raise invoices to 45 of them for one of the following reasons 1) there was no registered keeper listed at the time of abandonment, 2) the vehicle had been registered to a false address, 3) all previous correspondence had been returned to us throughout the investigation. Using current procedure the remaining 29 keepers were invoiced.

Based on comments made by the Head of Revenues and Benefits the following action was taken.

The registered keeper details for the 29 invoiced were checked against the electoral register. Findings established only 9 of the 29 had the DVLA keeper named at the electoral address.

The Abandoned Vehicle Co-ordinator recommends that even though the keeper should be held accountable for the charges, that based on previous figures we should amend current practices to only raise invoices where the registered keeper is named on the electoral register. This can be monitored to see if the payment rate improves.


07/11/06
The Head of Environmental Services advised that the agreed Audit action has been fully implemented.

3b
Due to Accounting Principles, the new system has not yet been implemented incorporating past recommendations regarding Business Units being more accountable for debt ownership.  Therefore the Financial Procedure Rules (FPR), which already incorporate these issues, need to be strengthened in this area.


Financial Procedure Rules are currently being revised as part of the overall Council review of the Constitution, which will be presented to Council for ratification in May 2006.


A
May 2006
The amended FPRs were ratified by Council on 18/07/06. The relevant section is D43 on page 100/101.
18/07/06
Any further points which arise from the 2006/07 review of Debtors can be actioned / FPRs reviewed and this is an annual exercise.

4a
Not all users comply with the Authority’s 14 day recommended limit between date of service and the production of the invoice.
Relevant Excerpts from the Sundry Debtors 2005/06 Draft Reports were circulated for consideration to CTS.

Internal Audit will send an e-mail as noted to all Heads of Service asking them to action, and to ensure that all appropriate staff are made aware.


C
April 2006
Email to all Heads of Service.
07/11/06
Action taken. Will be reviewed again as part of 2006/07 audit.

5a
Carlisle Housing Association should be made aware of the importance of the prompt payment of debt prior to a service being provided.  This should be the responsibility of the responsible Business Manager providing the service.
A formal Service Level Agreement is to be produced that will include agreed timescales for payments and invoices.
C
As soon as possible
There is only a small amount of work now for CHA and the invoicing procedure is more robust due to the appointed Technical Assistant raising the invoices.
23/11/06
The situation is satisfactory and is monitored

8a
In the present working environment the issue of Income Management staff cover is difficult to resolve.  Customer service should not be sacrificed when the risk of fraud or theft is low.  Management should state whether they are prepared to take the minimal risk and consider alternatives to this issue when the Corporate Services business restructure is complete.
The Revenues Manager can only cover the telephone payment line with Revenues staff. All Revenues staff with the exception of Unit Admin can amend one or more of the core systems. The Revenues Manager does not feel that it is too high a risk to take to continue with the current arrangements and for the Head of Revenues and Benefits to look at this issue in the forthcoming year.


B
31 July

2007
The Head of Revenues and Benefits said that due to a small number of occasions less than 1 transaction per week. This has been considered and is an acceptable risk.
N/A
The Head of Revenues and Benefits said that due to a small number of occasions less than 1 transaction per week. This has been considered and is an acceptable risk.

9a
Financial Services and Debtors staff should attempt to resolve all issues with Debtor 5000001834 as soon as possible.
Debtor’s staff have always had problems with the County Council over Highways invoices. The Revenues Manager has personally been involved in trying to resolve payment, as has the Head of Revenues and Benefits. It is the Revenues Managers opinion that this matter should be passed to the Head of Financial Services to try to resolve at her level.

AUDIT RESPONSE: - It is the responsibility of the Director of Corporate Resources to decide who should be responsible for pursuing this outstanding debt and notify those officers accordingly.


B
Immediately.
Debt pursued with the County Council and paid in full on 5th April 2006.



Satisfied that the recommendation has been fully implemented.

Arrangements in place to remind the County of any outstanding HCR debt on a quarterly basis and Debtors staff kept fully informed.

12a
The draft IT security policy does not include “internal transfer of staff”.
The Head of Information, Communication & Technology Services will amend the policy and liase with Personnel Services to ensure that this action takes place.
B
As soon as possible
The new IT Security Policy will cover this item. The draft policy will be available to the December 2006 ISG for comment before adoption by the Council.
Jan 2007
This will be transferred over to a recommendation 1A in this years audit report. (2006-07). See Appendix B (iv) 

12b
All transferred/ex employees are not always removed from the system immediately and the list of systems users updated accordingly.
We will send a memo to staff to remind them of their responsibility to let us know should they leave or not require access to the system.
C
By 30 April 2006
IT have arrangement in place.
30/06/06
Yes

13a
The recommendations for the previous audit review (2004/05) remain outstanding.
The Head of Information, Communication & Technology Services must action the outstanding recommendations from the 2004/05 audit review.

See recommendations 11.4.2 and 12.5.1.


B
As soon as possible
Complete. See below agreed audit actions.
15/11/06
Yes

11.4.2
The storage arrangements of the back up tapes should be part of the revised IT contingency.


Consideration should be given to the storage arrangements of the back up tapes as part of the revised IT contingency.


C

Storage arrangements have been revised and the new arrangements are in place.
15/11/06
Yes

12.5.1
There has been no agreement made with DTP regarding levels of service in the event of a disaster, in an official contract, rather than good will.


It would be prudent to include any agreement made with DTP regarding levels of service in the event of a disaster, in an official contract, rather than good will.


C
Dec 05
The Head of ICT Services is satisfied that adequate short-term provision of IT equipment can be sourced in order to satisfy the Council’s Business Continuity Plan. No formal contract with DTP or other provider is necessary.


N/A
The Head of ICT Services is satisfied that adequate short-term provision of IT equipment can be sourced in order to satisfy the Council’s Business Continuity Plan. No formal contract with DTP or other provider is necessary.
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