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INTERNAL AUDIT REPORT
Confidential

To:
Senior Local Taxation Officer

cc:
Revenue Services Manager


Head of Finance 


Chief Executive



From:
Service Manager - Internal Audit 

EXECUTIVE SERVICES – FINANCE – LOCAL TAXATION
1.
Auditee and Background

1.1. The Auditee is the Senior Local Taxation Officer who has a line reporting responsibility to the Revenue Services Manager.

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 2006, The Water and Sewerage Charges (Exemption and Reduction) (Scotland) Regulations 2006, and The Non Domestic Rates (Levying) (Scotland) (No 2) Regulations 2006.

1.3. The current Local Taxation establishment is:

	Post
	No.

	Senior Local Taxation Officer
	1

	Taxation Officers
	3


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 and sewerage charges levied by SIC for 2006/2007 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
	678.00
	791.00
	904.00
	1,017.00
	1,243.00
	1,469.00
	1.695.00
	2,034.00
	

	Water
	111.00
	129.50
	148.00
	166.50
	203.50
	240.50
	277.50
	333.00
	

	Sewerage
	125.40
	146.30
	167.20
	188.10
	229.90
	271.70
	313.50
	376.20
	

	Total
	914.40
	1,066.80
	1,219.20
	1,371.60
	
1,676.40
	1,981.20
	2,286.00
	2,743.20
	

	
	
	
	
	
	
	
	
	
	

	Dwellings
	3,119
	1,775
	2,539
	1,550
	1,047
	187
	42
	1
	10,260

	
	
	
	
	
	
	
	
	
	

	
	£

	General Levied
	7,096,250

	Water Levied
	1,269,609

	Sewerage Levied
	1,051,745

	Gross Amount Levied
	9,417,604

	
	


1.4.2 Non-Domestic Rates  (NDR)

Non-Domestic Rates are a local tax on the occupation of non-domestic property. They are levied on the basis of a national poundage rate multiplied by the rateable value of the property occupied.  The rate is set annually by Scottish Ministers and the property valuation is carried out by the Assessors in the local authority valuation area. Revaluations are performed every five years or at the Council’s request.  There are a number of rate reliefs and exemptions available.  Water and sewerage charges are levied on non-domestic property directly by Scottish Water.  Property statistics and Rateable Values for NDR for 2006/2007 are shown in the table below:

	Value 

Based on

Initial billing

Run 2006/07
	<£10k
	
£10k-
£49k
	£50k-

£99k
	£100k-£199k
	
£200k-


£499k
	
£500k-


£999k
	 
£1M +
	Total

	Properties


	1,430
	264
	36
	14
	7
	4
	1
	1,756

	Rate per £ - rateable values > £29,000
	45.3p

	Rate per £ - all other properties
	44.9p

	
	£’000

	Amount Payable to Local Authority in respect of 2006 – 2007
	14,939

	Less: Loss from Transitional Relief
	544

	Plus: Gain from Transitional Relief
	218

	Sub Total
	14,613

	Mandatory Relief
	1,784

	Discretionary Relief
	443

	Written Off & Overpayments
	42

	Estimated Net Domestic Rates Income
	12,344

	(Based on mid year 2006 income return
	


1.5 Budgets

	SUPPORT LEDGER SRF2900

	
	£

	Employee Costs
	112,290

	Operating Costs
	3,448

	Recharges In
	12,774

	Recharges Out
	-128,512

	
	

	Total
	0


	GENERAL LEDGER

	
	£

	Council Tax (net)
	-7,172,807

	Non-Domestic Rates (net) 
	-8,051,293


1.6 The main software packages utilised at present are:

	Provider
	Description

	IBS OPENSystems

(UK) Ltd
	Council Tax charging system 

	Northgate Information Solutions Ltd
	National Non-Domestic Rates system

	Microsoft
	Access, Excel, Word & Outlook

	iB Solutions/Integra 
	FMS 


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

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 and application of value for money; Human Resource Management including staffing arrangements, overtime and expense claims, staff training and employee performance reviews; Financial Management incorporating purchase orders, budget monitoring, journals, virements, invoices and security of office keys; Council Tax (CT) and Non-Domestic Rates (NDR) management including 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 reconciliations between the CT/NDR and general ledgers, substantiation of reliefs/variations of CT/NDR, other internal checking procedures, computer system integrity, NDR verification programmes and initiation of arrears recovery; Miscellaneous items including submission of statistical returns, travel and destruction of records.

2.3
The audit scope period is nine months to 31 January 2007.  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.

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

3.  Audit Issues

3.1
The reconciliation from the Payroll system to the Council Tax system should be performed regularly and the reconciliation between the Valuation Roll and the Non-domestic Rates system should be performed at the start of each financial year.

3.2
The Warrant Listing for Non-Domestic Rates for 2006/07 should be performed and this should be done annually near the beginning of the calendar year.

3.3
The problem with the IBS system should be investigated to ascertain why the system is not adding 10% costs to arrears cases submitted for warrant which had previously been subject to special arrangements.

4.
Other Observations

4.1
It was noted that not all policies and procedures were in place.  This is a key task that has been assigned to the Senior Local Taxation Officer and this area will be looked at on follow up.

4.2
The Local Taxation Section is subject to a number of Statutory Performance Indicators. These show that 96% of Council Tax and 98.4% of Non-Domestic Rates were collected in 2005/06 with the cost of collecting Council Tax also being closely monitored. 

4.3
We would like to take this opportunity to thank all staff 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.
4.4
This audit will be followed up in approximately twelve (12) months time when areas of concern identified will be reviewed. 

5
Auditee Response
5.1
A written response is required to the Revenue Services Manager, with copies to all recipients of this report and Internal Audit, by 27 April 2007.


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

Date: 30 March 2007

Report No: IAR300307
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