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Shetland


Islands Council

 FILLIN "Committee, Place, and Date and Time..." \* MERGEFORMAT 
INTERNAL AUDIT REPORT
  Confidential
To:
   Revenues Manager

cc:
Chief Executive


Head of Finance

From:
Service Manager - Internal Audit

EXECUTIVE SERVICES - FINANCE - LOCAL TAXATION

1.
Auditee and Background
1.1 The Auditee is the Revenues Manager who has a line reporting responsibility to the Head of Finance.

1.2 The main legislation relevant to Local Taxation includes the Local Government Finance Act 1992, The Water Services Charges (Billing and Collection) (Scotland) Order 2002, The Domestic Water and Sewerage Charges (Reduction) (Scotland) Regulations 2002, and The Non Domestic Rates (Levying) (Scotland) Regulations 2002.

1.3 The current Local Taxation establishment is:

	Post
	No.

	Service Manager
	1

	Taxation Officers
	4


1.4 The Local Taxation Section is responsible for overseeing the administration and performance of two distinct functions. These are discharged as follows:

1.4.1 Council Tax (CT)

CT is set by the Council and is based on property bands set by the Assessor. The bands run from A to H and the values and ratios between them are consistent across the United Kingdom. The amount of CT payable, excluding discounts or reliefs, for a particular band is a fixed proportion of the tax levied on a band ‘D’ property. In addition, Scottish Water charges for domestic water and waste water are billed and collected on their behalf by the Council. These charges are included in each year’s CT demand notices.

Details of properties / bandings, CT and related water charges levied by SIC for 2002/2003 are shown below:

	Band


	A
	B
	C
	D
	E
	F
	G
	H
	TOTAL

	Range
	0-27k
	27-35k
	35-45k
	45-58k
	58-80k
	80-106k
	106-212k
	212k+
	

	Ratio
	0.66
	0.77
	0.88
	1
	1.22
	1.44
	1.66
	2
	

	Charge


	£
	£
	£
	£
	£
	£
	£
	£
	

	CT
	540.00
	630.00
	720.00
	810.00
	990.00
	1,170.00
	1.350.00
	1,620.00
	

	Water
	116.66
	136.11
	155.55
	175.00
	213.89
	252.77
	291.66
	350.00
	

	Sewerage
	116.79
	136.25
	155.72
	175.18
	214.11
	253.04
	291.97
	350.36
	

	Total
	773.45
	902.36
	1031.27
	1160.18
	
1418.00
	1,675.81
	584.98
	2,320.36
	

	
	
	
	
	
	
	
	
	
	

	Dwellings
	3222
	1780
	2468
	1450
	926
	161
	35
	2
	10,044

	
	
	
	
	
	
	
	
	
	

	
	£

	General Levied
	5,439,046

	Water Levied
	1,236,785

	Sewerage Levied
	919,934

	Gross Amount Levied
	7,595,765

	
	


1.4.2    
Non-Domestic Rates  (NDR)

NDR is a local tax on occupation of non-domestic property. From 1 April 1995 NDR comprised three elements, the Unified Business Rate (UBR), the water rate and sewerage rate. From 1 April 1996 the water rate and sewerage rate became NoSWA’s and subsequently Scottish Water’s responsibility. The UBR is levied on all non-domestic property within the rating area, according to their rateable values per the valuation rolls for the years concerned, except where exemptions apply. The basis of the rates charge is the valuation placed upon the property by the Islands Assessor (revaluations are performed every five years and at the Council’s request). A second element in the calculation of NDR liability is application of a rate in the pound which is set in legislation. Property statistics and Rateable Values for NDR for 2002 /2003 are shown in the table below:

	Value 

Based on

Initial billing

Run 2002/03
	>£10k
	£10 -

£49k
	£50 -

£99k
	£100 –

£199k
	£200 –

£499k
	£500 –

£999k
	 £1M +
	Total

	Properties


	1482
	274
	32
	  11
	    10
	     1
	    2
	1812

	Rate per £
	45.8p
	47.8p
	47.8p
	47.8p
	 47.8p
	 47.8p
	 47.8p
	

	
	
	
	
	
	
	
	
	

	
	£1’000

	Amount Payable to local Authority in respect of 2002 –  2003
	15,397

	Less: Loss from Transitional Relief
	198

	Plus: Gain from Transitional Relief
	338

	Sub Total
	15,537

	Mandatory Relief
	1,864

	Discretionary Relief
	404

	Written Off & Overpayments
	56

	Estimated Net Domestic Rates Income
	£13,213

	(Based on mid year 2002 income return
	


1.5   The main software packages utilised at present are:

	Package
	Description

	CT - IBS
	Council Tax Charging System - International Business Systems (Public Services) this is operated on the AS400 – the system is currently being updated to run as windows based and should be operational by September 2003.

	NNDR

SX3
	National Non Domestic Rates System



	Microsoft
	Access, Excel & Word

	FMS
	Integra


2.
Audit Scope
2.1 This is an audit of the Local Taxation Section, Finance, Executive Services.

2.3 
The audit scope period is nine months to 31 March 2003.  During the audit, it was found that some areas were only covered at the beginning or end of the financial year.  Therefore, in some tests it was necessary to widen the scope period in order to cover all areas.

2.2 The audit encompassed a review of the administration and controls surrounding the application of statute and Council policy, system access controls and their alignment with job responsibilities and segregation of duties, access to end-user systems and back-up routines, establishing basis for recovering CT and NDR, maintenance of CT / NDR masterfile detail including Water authority charging and recovery, CT / NDR invoicing, amendments to CT / NDR masterfile data, amendments to property and banding valuations, accounting procedures and reconciliation’s between the CT / NDR and general ledgers, substantiation of relief’s / variations of CT / NDR, other internal checking procedures, computer system integrity, NDR verification programmes, initiation of arrears recovery, annual system amendments, compliance with statutory reporting requirements,  staff training and financial management.

3. Audit Issue

Details of areas tested during the audit are attached as Appendix 1.

3.1
A written procedure should be in place for the complex calculations involved in refunding NDR to BP.

4. Other Observations

4.1 
The Local Taxation Section are subject to a number of Performance Indicators. One of these shows a steady improvement in the percentage of amounts received over amounts due from 86.4% in 1994/95 to 96.1% in 2002/03.  It was also apparent that the ‘Cost of Collection’, which also affects the Performance Indicators, is carefully monitored.

4.2
We would like to take this opportunity to thank all the staff from the Local Taxation Section for the time, patience and assistance afforded to Internal Audit during the course of the audit assignment. The positive attitude shown by staff was much appreciated during the audit.

4.3
This audit will be followed up in approximately twelve (12) months time where areas of concern identified will be reviewed.

5. Auditee Response

5.1   A written response is required to the Head of Finance, with copies to all recipients of this report by 17 June 2003.

5.2
Attached as Appendix 2 is an action plan that requires to be completed and returned to Internal Audit.
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