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Appendix A - 4 

 

1. Background
 

1.1. Internal Audit issued a report of Welfare Reform on 20/11/2017.  The scope of the audit was to provide assurance over management’s 

arrangements for governance, risk management and internal control for: 

 Local Council Tax Reduction Scheme;  

 Delivery Partnership Agreement with Department of Works and Pensions and the Real Time Initiative data;  

 Temporary Accommodation; and 

 Communications and Systems. 

 

1.2. Based on the evidence provided at that time, the audit concluded that the controls in operation provided Partial assurance.  

 

1.3. Improvements were sought in the following areas: 

 Budget monitoring of the Local Council Tax Reduction Scheme; 

 Local Council Tax Reduction Scheme Risk Log; 

 Corporate policies; 

 Temporary Accommodation rental payments; and 

 Outstanding actions from previous Audit review - provision of Temporary Accommodation. 

 

1.4. Internal Audit has recently undertaken a follow up review to provide an update on assurance to senior management and the Audit & Governance 

Committee on the full implementation of previously agreed actions to address each recommendation.  The review checked whether controls are 

working effectively to mitigate the risks previously identified. 

 

2. Audit Approach 

 

2.1. Follow up Methodology 



 Follow up Audit of Welfare Reform 

      
 

Copeland Borough Council Internal Audit Service  Page 2 
 

 
  

2 

 

2.2 The Internal Audit follow up process involved obtaining an update statement from management and then undertaking testing as necessary to 

confirm the implementation of agreed actions and that controls are working as intended to mitigate the stated risk.   

 

2.3 As audit testing is restricted to a sample basis and audit assurance is not absolute.  It is the responsibility of management to continue to monitor 

the effectiveness of internal controls to ensure they continue to operate effectively. 

 

3. Assurance Opinion 

 

3.1. Each audit review provides an assurance opinion and these are intended to assist Members and Officers in their assessment of the overall level of 

control and potential impact of any identified system weaknesses.  There are 4 levels of assurance opinion which may be applied. Appendix A 

explains and defines each assurance level for this report. 

 

3.2. Where the outcomes of the follow up confirm the successful implementation of agreed actions and that controls are working effectively, the 

Internal Audit assurance opinion may be revised from that provided by the original audit.  

 

3.3. From the areas examined and tested as part of this follow up review we consider the current controls operating within Welfare Reform provides 

Reasonable assurance.  The revised audit opinion assumes that the controls assessed as operating effectively in the original report have not 

changed and these have not been revisited as part of the follow up. 

 

Note: as audit work is restricted by the areas identified in the Audit Scope and is primarily sample based, full coverage of the system and complete 

assurance cannot be given to an audit area. 

 

4. Summary of Recommendations and Audit Findings 

 

4.1. There are three levels of audit recommendation.  The definition for each level is explained in Appendix B.  
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4.2. Internal Audit followed up five audit recommendations from the previous review.  From the testing undertaken, there is evidence of sufficient 

development, which allows audit to provide an improved assurance rating. Section 5 of this report summarises matters, including those areas, 

which still require further action. 

 

In summary: 

 Two recommendations have been fully implemented; and 

 Three recommendations are partially completed and require further action to fully address the risk exposure. 

 

4.3. Recommendations which have been fully implemented: 

 Monthly budget monitoring processes have been put in place to monitor the direct costs to the Council of the Local Council Tax Reduction 

Scheme; and  

 Procedures for Temporary Accommodation have been reviewed and processes have been put in place to ensure that client liabilities for rent 

payments and repair costs are appropriately processed, invoiced (where applicable), payments are recorded and outstanding debts 

monitored and recovery action taken when necessary. 

 

4.4. Recommendations which have been partially implemented:  

 The Local Council Tax Support Scheme risk log, which identifies the risks and contingency measures for the mitigation of those risks, requires 

review and updating to reflect changes within the Revenues and Benefits department; 

 A procedure for establishing the drafting, review, approval and publication of Corporate policies is currently in draft format; and 

 Previous recommendation AR-C&CS_017 “A formal agreement/contract which clearly sets out the landlord’s liabilities should be put in place 

with Home Group for the provision of temporary accommodation” has not been fully implemented. 

 

 

Comment from the Executive Director - Operations 

Actions to address the recommendations of the audit review have been worked on with the result that two of the five are complete.  As the 

follow up audit identifies three of the actions have yet to complete.  I am re-assured that two of these are able to be completed with internal 
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final actions on reviewing and updating LCTRS risk as part of the Quarter 2 Performance review activity and taking the final draft policy 

procedure to CLT for sign off along with a 2019 policy review plan.  The work has been undertaken on the formal agreement with Home Group 

and we are now awaiting the return of a signed copy of this agreement from Home Group.  Positively with the latter the content of the 

agreement is being implemented in advance of the formality of signing the procedure by Home Group and our Strategic Housing team.   In line 

with the current status of progress on recommendations a reasonable assurance is a fair reflection of the progress and importance we have 

placed on delivering the action plan from the audit recommendations.  Our social inclusion commitments to assisting our residents impacted by 

welfare reform is high priority for the Council. 
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5. Matters Arising / Agreed Action Plan 
 

5.1. Management - achievement of the organisation’s strategic objectives. 

 

Audit Finding 

(a) Budget Monitoring of the Local Council Tax Reduction Scheme 

From 01/04/13, the Local Council Tax Reduction Scheme (LCTRS) replaced Council Tax Benefit (CTB).  This scheme has the effect of reducing the tax base 

(expressed as a number of Band D properties), and therefore the amount of Council Tax collected by the Council for itself and its preceptors, mainly 

Cumbria County Council and the Police and Crime Commissioner.  

 

Each authority is now responsible for devising its own LCTRS scheme within a reduced Government grant budget. The Billing Authority, CBC, and major 

preceptors receive a direct grant payment of 90% of the total expected expenditure of £5.06 million. The remaining 10% LCTRS cost is divided between 

CBC (12%), Cumbria County Council (75%) and the Police and Crime Commissioner (13%).  

 

However, there were no Budget monitoring processes in place to monitor the direct costs to the Council of the Local Council Tax Reduction Scheme. 

 

●  High priority 

AR-C&CS_039 Budget monitoring processes are put in place to monitor the direct costs to the Council of the Local Council Tax Reduction Scheme. 

Fully Implemented 

Outcome from follow up: 

The Management response and update statement states that: 

A monthly spreadsheet has been set up and loaded into Pentana to monitor the spend as a performance indicator within the Revenues and Benefits 

Service Plan 2018/19. 

 

At the time of this review testing confirmed the following: 
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Reports from the Academy system are being utilised to update a monthly monitoring spreadsheet which shows the direct costs of the Local Council Tax 

Reduction Scheme to the Council and these include the costs of the scheme to Parish which are being met by the Council. This data has been included in 

the Revenues and Benefits Service Plan performance indicators on Pentana Performance and updated monthly. 

Recommendation: No further action required. 

 

Audit Finding  

(b) Local Council Tax Reduction Scheme Risk Log 

The Local Council Tax Support Scheme report, which went to Executive on 22/11/16 stated at 6.1 “A full risk log will be retained for the CTRS scheme”.  

However, the risk log provided to Internal Audit for review only contained one risk – “Increase in caseload which would cause an expenditure increase 

due to an increase in number of claimants”.  There are no contingency measures recorded for the mitigation of this risk. A review of the Local Council Tax 

Support Scheme risk log should be undertaken to identify all risks and to record contingency measures for the mitigation of those risks. 

 

●  Medium priority 

AR-C&CS_040 Review the Local Council Tax Support Scheme risk log, to identify all risks and to record contingency measures for the mitigation of those 

risks. 

Partially Implemented 

Outcome from follow up: 

The Management response and update statement states that: 

The risk log is incorporated within the 2018/19 service risk log and signed off. The risks are considered monthly in line with service plan performance.  

Recent risks review highlighted: 

 The increase in the caseload remains a risk as this would increase the amount the LCTRS scheme would cost the Authority.  To mitigate the risk 

the caseload is regularly monitored to identify any fluctuations or trends.  
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 An additional future risk to be prepared for is the planned DWP migration of claims to Universal Credit due to commence in July 2019 as there is 

potential for more people to claim.  Again the monitoring of the caseload fluctuations may help to identify any fluctuations or trends along with 

some optioneering on the scheme details moving forward. 

 

At the time of this review testing confirmed the following: 

In January 2018 the Revenues, Benefits and Customer Services Manager provided Internal Audit with a risk log spreadsheet as evidence for the 

implementation of the initial recommendation. The Action Owner of the risks were assigned to this Manager; however, he left the Authority in April 

2018. The risk log has not been reviewed or updated to reflect this change. Internal Audit also note that the Impact and Likelihood Risk scoring does not 

appear to be based on the Zurich (6 x 4) Risk Assessment Matrix which is normally used by the Council to assess risks, e.g. Service Plans. 

 

A review of the 2018-19 Revenues and Benefits Service Plan V1 did not identify Local Council Tax Reduction Scheme risks as stated in the Management 

response. This was checked with the Benefits Team Leader and it has been confirmed that the Service Plan is currently being reviewed accordingly. 

 

Recommendation: 

Advisory - The Local Council Tax Support Scheme risk log should be reviewed and updated to reflect the changes within the Revenues and Benefits 

department and to use the Zurich (6 x 4) Risk Assessment Matrix. The Revenues and Benefits Service Plan should also be reviewed as per the comments 

made within the Management Statement. 
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5.3 Security - safeguarding of assets. 

 

Audit Finding  

(a) Corporate Policies 

The Information Management Strategy report and appendices went to the Executive meeting on 22/11/16; however, none of these policies were 

available on the Council’s intranet for staff reference.  The intranet has a dedicated Information Management webpage but these policies were not on 

the site.  When Internal Audit requested copies of the approved documents, we were referred to the ModGov Committee webpages. There did not 

appear to be a central repository for corporate policies. 

 

There is a weakness that policies approved by the Executive Committee are not then published on the Intranet or any awareness given to staff. There 

does not appear to be any clear lines of responsibility for this process. A procedure should be established for the drafting, review, approval and 

publication of Corporate policies. 

 

●  Medium priority 

AR-C&CS_042 That a procedure is established for the drafting, review, approval and publication of Corporate policies. 

Partially Implemented 

Outcome from follow up: 

The Management response and update statement states that: 

The draft procedure which has been in place for the past year to guide staff and members on producing, approving and publishing corporate policies has 

been reviewed by the new Policy Officer.   This draft of the revised procedure has been produced and is being taken to the Council’s Leadership and 

Management Group in early August and on to the Corporate Leadership Team for approval and implementation by 1st September 2018.  This procedure 

clearly sets out the responsibilities and the role of CLT in overseeing policy development and approvals.   
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The internal information governance project team is championed by the Council’s SIRO and how information and corporate documents are managed is 

within the scope of the project.  The updated procedures on policy development become part of the updated suite of information governance 

procedures once authorised by CLT. 

 

At the time of this review testing confirmed the following: 

During this review the first draft of the Policy Production Procedure was awaiting review and authorisation by Management, but no timescale was given 

to Internal Audit for this approval. It was also unclear what method would be used to establish the central repository for Corporate procedures, as the 

draft procedure referenced the use of Pentana Performance management system. However, this system is not universally accessible to all staff as a user 

account has to be established.  

 

The policies which were referenced in the Welfare Reform Audit report (Information Management Strategy, with draft report appendices on Information 

Management, Freedom of Information Policy, Data Protection Policy and the Record Retention and Disposal Policy) were still are not available on the 

intranet (as at 27/09/18). The Policy Officer is aware of this and she is carrying out a full review of Corporate procedures/policies which will be uploaded 

into the central repository once the method is decided. 

Recommendation: 

Recommendation AR-C&CS_042 “That a procedure is established for the drafting, review, approval and publication of Corporate policies” shows on 

Pentana Performance management system as fully implemented from 19/07/18. However, this review has found that this is not the case, as the Policy 

Production Procedure requires authorisation by Management and a central repository needs to be established for Corporate procedures/policies. The 

recommendation will be adjusted to show as 75% implemented with a note to explain that this is the result of this review. 
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5.4 Value - effectiveness and efficiency of operations and programmes. 

 

Audit Finding 

(a) Temporary Accommodation Rental Payments 

With the roll out of Universal Credit across the Borough, there has been a shift from clients receiving Housing Benefit awards to the amalgamated 

Universal Credit award.  This means that temporary accommodation clients now receive direct payments of Universal Credit, which incorporate an 

element for housing costs.  Prior to Universal Credit, payment for clients in temporary accommodation and in receipt of Housing Benefit were made 

direct to the Council. The Council currently rent 6 units from Home Group for the use of temporary accommodation for clients who are at risk of 

homelessness.  As such, the Council are liable for the rental payments for these units. 

 

To reduce this liability, the Council gets tenants to sign agreements that clearly state they are responsible for the rent payments.  However, there was no 

procedure in place for the raising of Sundry Debtor accounts and the issuing of invoices for these rental payments. Procedures for Temporary 

Accommodation did not reflect the introduction of Universal Credit and so do not include the requirement to raise Sundry Debtor invoices for rent. A 

review of procedures for Temporary Accommodation should be undertaken to ensure that client liabilities for rent payments and repair costs are 

appropriately processed, invoiced, payments are recorded and outstanding debts monitored. 

 

●  High priority 

AR-C&CS_043 Review procedures for Temporary Accommodation to ensure that client liabilities for rent payments and repair costs are appropriately 

processed, invoiced, payments are recorded and outstanding debts monitored. 

Fully Implemented 

Outcome from follow up: 

The Management response and update statement states that: 

The review of procedures has been undertaken and informed by the changes to DWP procedures on temporary accommodation.   The focus on client 

liabilities and appropriate and effective administration and processes has been shared with our key Registered Providers.  Once we receive their 

comments the updated procedures will be signed off by the relevant CLT chief officer and become operational.  This is planned for September 2018. 
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A linked action which will offer support to debt monitoring, we have drafted a new corporate debt recovery policy which is being consulted on before 

being taken through the appropriate process for formal sign off. 

 

At the time of this review testing confirmed the following: 

Procedures for Temporary Accommodation have been reviewed and ensure that client liabilities for rent payments and repair costs are appropriately 

managed and monitored. A new software package is being used which allows each Temporary Accommodation unit to have its own record which allows 

monitoring of rental payments, etc. to take place.  
 

The previous Rent Income for Temporary Accommodation spreadsheet has had to be re-created because of the cyberattack (August 2017) and it 

contains sufficient detail to allow monitoring, e.g. rental periods, charges, payments received, Housing Benefit awards, or, where applicable, the 

issuance of Sundry Debtor invoices. Internal Audit noted that the spreadsheet in use did not incorporate formulas and that input was on a manual basis 

only. This raised the risk of data input errors being made and so advice was provided and the spreadsheet was amended for future use. 

 

From April 2018 a change in Government policy allowed for Temporary Accommodation rents to be paid via Housing Benefit claims rather than Universal 

Credit, and so this will allow for payments to be made directly to the Housing Options department. This is a return to the process followed before the 

implementation of Universal Credit and so greatly reduces the risks of non-payment identified in the original recommendation. 
 

Internal Audit testing of debts that were identified during the initial Audit found that the majority were still outstanding. However, consideration has to 

be given to the effect of the August 2017 cyberattack on the Finance system which led to a period when the Sundry Debtors system was unavailable to 

Officers and the subsequent problems with the Cash Receipting feeder system interface which meant that debtor accounts were not being updated with 

payments. These issues were identified during the Sundry Debtors audit (final report issued 10/04/2018) and a follow up of this area is included in the 

2018/19 Audit Plan and will be due to commence during quarter three. A Sundry Debtor high priority recommendation required that “The level of 

historical aged debt is reviewed for Sundry Debtors and consideration given to writing off those debts deemed unrecoverable or uneconomic to pursue. 

Any write offs should be reported to the Executive” (Implementation target date of 30/09/18). 

Recommendation: No further action required. 
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5.5 Outstanding Actions from Previous Audit Review 

 

Audit Finding  

(a) Homelessness/Temporary Accommodation Audit 2015/16 - Provision of Temporary Accommodation        06/01/16 

The Council’s housing stock was transferred to Home Group in 2004 and Home Group remains as the largest local social housing provider. The Council 

currently rent 6 unfurnished units from Home Group (4 flats and 2 family homes) for the provision of temporary accommodation. Although a licence 

agreement had been put in place with Home Group, the current agreement did not include any details of the landlord’s responsibilities under the 

agreement. Internal Audit understood that the format of the current agreement was currently under review with Home Group and this issue should be 

addressed as part of this review. 

 

●  Medium priority 

AR-C&CS_017 “A formal agreement/contract which clearly sets out the landlord’s liabilities should be put in place with Home Group for the provision of 

temporary accommodation.” 

Partially Implemented 

Outcome from follow up: 

The Management response and update statement states that: 

A formal agreement has been produced with and formally shared with Home Group.  This sets out our formal arrangements and each parties 

responsibilities.   The arrangements in this agreement are now being used by both parties. 

 

At the time of this review testing confirmed the following: 

The Solicitor confirmed on 28/09/18 that the agreement was still under review by Home Group’s property lawyer. However, Pentana Performance 

management system shows that the recommendation (AR-C&CS_017) as fully implemented, with a note added 11/04/18 that a formal agreement was 

in place. 
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Recommendation: 

Recommendation AR-C&CS_017 “A formal agreement/contract which clearly sets out the landlord’s liabilities should be put in place with Home Group 

for the provision of temporary accommodation” shows on Pentana Performance as fully implemented, with a note on 11/04/18 “Formal agreement in 

place.” However, this review has found that this is not the case. The recommendation will be adjusted to show as 75% implemented with a note to 

explain that this is the result of this review. 
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Audit Assurance Opinions 
There are four levels of assurance used; these are defined as follows: 
 

Definition: Rating Reason 

Substantial  There is a sound system of internal control designed to achieve the 
system objectives and this minimises risk. 
 

The controls tested are being consistently applied and no weaknesses 
were identified. 
 
Recommendations, if any, are of an advisory nature in context of the 
systems and operating controls & management of risks. 

Reasonable There is a reasonable system of internal control in place which should 
ensure that system objectives are generally achieved, but some issues 
have been raised which may result in a degree of risk exposure 
beyond that which is considered acceptable. 

Generally good systems of internal control are found to be in place but 
there are some areas where controls are not effectively applied and/or 
not sufficiently developed.  
 
Recommendations are no greater than medium priority. 

Partial The system of internal control designed to achieve the system 
objectives is not sufficient. Some areas are satisfactory but there are 
an unacceptable number of weaknesses which have been identified 
and the level of non-compliance and / or weaknesses in the system of 
internal control puts the system objectives at risk. 
 

There is an unsatisfactory level of internal control in place as controls 
are not being operated effectively and consistently; this is likely to be 
evidenced by a significant level of error being identified.  
 
Recommendations may include high and medium priority matters for 
address. 

Limited / None Fundamental weaknesses have been identified in the system of 
internal control resulting in the control environment being 
unacceptably weak and this exposes the system objectives to an 
unacceptable level of risk. 

Significant non-compliance with basic controls which leaves the system 
open to error and/or abuse. 
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Control is generally weak/does not exist. Recommendations will include 
high priority matters for address. Some medium priority matters may 
also be present. 
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Grading of Audit Recommendations 
Audit recommendations are graded in terms of their priority and risk exposure if the issue identified was to remain unaddressed. There are three levels 

of audit recommendations used; high, medium and advisory, the definitions of which are explained below. 

 

Definition: 

High ● Significant risk exposure identified arising from a fundamental weakness in the system of internal control 

Medium ● Some risk exposure identified from a weakness in the system of internal control  

Advisory ● Minor risk exposure / suggested improvement to enhance the system of control 

 

 
 

 

 


