
Internal Audit – National Non-Domestic Rates

Appendix A-2

1. Background

1.1. This report summarises the findings from the audit of National Non-Domestic Rates (NNDR). This was a planned audit assignment undertaken in 
accordance with the 2018/19 Audit Plan. 

1.2. The NNDR system is one of the key systems covered in the Audit Plan on a cyclical, triennial basis. The audit review of the NNDR system 
incorporated an evaluation of management controls to provide assurance on the arrangements for governance, risk management and internal 
control.

2. Audit Approach

2.1. Audit Objectives and Methodology

2.1.1. Compliance with the mandatory Public Sector Internal Audit Standards requires that internal audit activity evaluates the exposures to risks 
relating to the organisation’s governance, operations and information systems.  A risk based audit approach has been applied which aligns to the 
five key audit control objectives which are outlined in section 4; detailed findings and recommendations are reported within section 5 of this 
report.

2.2. Audit Scope and Limitations

2.2.1. The Audit Scope was agreed with management prior to the commencement of this audit review.  The Client Sponsor for this review was Julie 
Betteridge (Executive Director of Operations) and the agreed scope of the audit was to provide assurance over management’s arrangements for 
governance, risk management and internal control in the following areas:

 Valuation – New & Amended Properties, Notifications to the Valuation Office, Valuation Office Listings, Reconciliations & Checks;

 Billing – Issuing of Demands, Calculations & Payments, Revisions & Suppressions, and Reconciliations;

 Recovery & Enforcement – Recovery Action, Bailiff Action, Suppressions, Write Offs; 
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 Procedures - Procedures are documented and management ensure these are up to date, reflect any statutory requirements and are 
communicated effectively to staff;

 Liability – Determination of Liability, Amendments to Liability, Reliefs & Exemptions, Reconciliations & Checks;

 Collections & Refunds – Income Collection, Credits & Refunds, Checks & Reconciliations;

 Performance monitoring; 

 Previous Audit recommendations.

2.2.2. There were no instances where the audit work was impaired by the availability of information.

2.2.3. Overdue audit recommendation AR-C&CS_035 “Formal agreements are put in place to clarify the provision of ‘Systems and Support for Localised 
Revenues and Benefits Services’ and the ‘I.T. Shared Service’ with Carlisle City Council” (Revenues and Benefits Service 2016/17 audit, which had 
an agreed implementation date of 31/03/17) shows on Pentana Risk as 95% implemented. The latest note was added on 25/03/19 “Reviewed 20 
March 2019. No change. Still awaiting final checking from Carlisle City Council.”  Overdue audit recommendations are monitored quarterly by the 
Audit Committee.

2.2.4. NNDR refunds are recorded on the Total Finance financial management system using cost centre 09511 ‘NNDR Refunds’ and expenditure detail 
code 1150 ‘Hsg Benefit Payments’. The narrative description for this detail code is misleading, as it does not have any link to Housing Benefit.  
The detail code has been in use since 2007 and is used for several other cost centres (Council Tax Refund, Cumbria County Council, NNDR Pool 
Contribution and NNDR Cumbria County).  If the narrative was amended to a more generic description, there are possible impacts on its historical 
use and whether the narrative would then make sense historically.  Setting up new detail codes would help to resolve the issue but this would 
have a direct impact on the current interface between Academy and Total Finance.  Careful consideration is required regarding the impacts prior 
to making any changes.  Internal Audit have previously raised a medium priority recommendation during the Main Accounting System 2018/19 
audit - AR-F&MIS_368 “The Total Finance cost centre and detail code structure should be subject to periodic review.” This has an implementation 
target date of 31/03/20. Internal Audit suggest that the use and narrative description of the 1150 ‘Hsg Benefit Payments’ detail code is included 
in that review.
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3. Assurance Opinion

3.1. Each audit review is given 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. The definition 
for each level is explained in Appendix A.

3.2. From the areas examined and tested as part of this audit review, we consider the current controls operating within NNDR provide Reasonable 
assurance.   

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, Audit Findings and Report Distribution

4.1. There are three levels of audit recommendation; the definition for each level is explained in Appendix B. 

4.2. There is 1 audit recommendation arising from this audit review and this can be summarised as follows:

No. of recommendations

Control Objective High Medium Advisory

1. Management - achievement of the organisation’s strategic objectives achieved - - -

2. Regulatory - compliance with laws, regulations, policies, procedures and contracts (see section 5.1) - 1 -

3. Information - reliability and integrity of financial and operational information - - -



Internal Audit – National Non-Domestic Rates

Copeland Borough Council Internal Audit Report Page 4
4

4.3. Strengths: The following areas of good practice were identified during the course of the audit:
 Regular monitoring and reporting of collection rates;

 The NNDR Office Procedure Manual is regularly reviewed to ensure it reflects current practices;

 The Discretionary Rate Relief policy has been reviewed and approved by the Executive and Full Council;

 Agreed Revenues and Benefits Service Plan includes appropriate risks and performance targets. Performance against targets are regularly 
monitored by Management;

 Annual billing process ensures the issue of Demand Notices to all applicable accounts;

 A Debt Recovery Policy and a Recovery Timetable are in place. Sample testing has confirmed that reminders are issued for outstanding debts 
and appropriate recovery action is taken whenever it is economic to do so;

 NNDR Suspense Account is reviewed and cleared regularly;

 Sample testing has confirmed that mandatory and discretionary reliefs are correctly awarded;

 The Valuation Office Agency schedule of changes is checked and regularly updated;

 Reconciliations are regularly undertaken of NNDR income and refunds to the Council’s main financial system; and

 Sample testing has confirmed that refunds have been appropriately authorised.

4.4. Areas for development: Improvements in the following areas are necessary in order to strengthen existing control arrangements:

4.4.1. High priority issues:
 No issues identified.

4. Security - safeguarding of assets - - -

5. Value - effectiveness and efficiency of operations and programmes - - -

Total Number of Recommendations - 1 -
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4.4.2. Medium priority issues:
 Sample testing of write offs found that the Proposal to Write Off a Debt forms had not been signed by the Revenues Team Leader as having 

been individually reviewed and approved in 10/12 cases.

4.4.3. Advisory issues:
 No issues identified.

Comment from the Executive Director of Operations
The internal audit has identified the many strengths of our NNDR service with one medium priority issue which has been addressed quickly. 
The procedure for writing off debts is consistently used with the necessary reviews and separations of quality assurance is in place. Final 
checking is a key part of the process and is undertaken consistently. The audit highlighted linked audit actions on shared contract service with 
our partners of Allerdale and Carlisle Councils. We are reviewing our joint working to inform future arrangements and within this the contract 
and data sharing agreements have been operating effectively. 
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5. Matters Arising / Agreed Action Plan

5.1. Regulatory - compliance with laws, regulations, policies, procedures and contracts.
● Medium priority

Audit finding Management response

(a) Authorisation of Write Offs
The Council’s Financial Regulations and Finance Procedure Rules state 4.21 (g):

 Appropriate debt write-off action is taken within defined timescales. The relevant Chief Officer 
agreement of all write offs is required before formal agreement of write offs is obtained in 
accordance with the following approval limits:

 To £50,000 and unlimited in respect of bankruptcies – Chief Finance Officer as Section 151 
Officer; 

 Over £50,000 – the Executive.

NNDR Revenue Officers complete a proposed write off form, with supporting evidence, for the 
review and approval of the Revenues Team Leader. Sample testing of 12 write offs found:

 Each had a Proposal to Write Off a Debt form;

 In each case evidence supported the reason of the write off;
However, 10/12 forms had not been signed by the Revenues Team Leader as having been 
individually reviewed and approved.

The Authorisation of Business Rates Write Offs form, summarising the overall number and total 
value of the proposed write offs, had been signed as authorised by the Revenues Team Leader and 

Agreed management action: 
The Revenues Team Leader considers the reasons 
for the write off, prior to obtaining authorisation. 
The Revenues Team leader also writes the debt off 
from the system. It is accepted that there were a 
small number of cases where the Proposal to Write 
Off a Debt form was not signed by the Revenues 
Team Leader, however each case had been 
individually reviewed and approved prior to write 
off. It is not possible not to do so, as the Revenues 
Team Leader removes the debt from the system. 
The signature on the form is missing from the cases 
as identified during the Audit. 

This will not be repeated for future write offs.
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the Chief Finance Officer.  However, there is no evidence that the individual write offs have been 
reviewed to ensure that the proposal was the most appropriate action or whether further recovery 
options remained.

Proposal to Write Off a Debt forms, totalling £4,903.59, were held on file awaiting review and 
authorisation.  However, there have not been any further write offs authorised in quarter four 
because of main billing and amendments to the relief scheme.  The debt recovery policy states 
that write offs should be considered quarterly and the Revenues Team Leader has stated that 
these will be reviewed during quarter one. 

It has been identified during the Sundry Debtors Follow Up audit that there remained an issue with 
write offs not being reported to the Executive, as required by the Financial Regulations (4.31 “To 
report all write-offs on a quarterly basis to the executive for information”) and this has been raised 
in the course of that audit.

Recommendation 1:
Proposed write offs should be individually reviewed and authorised as confirmation that the write 
off was the most appropriate action.

Risk exposure if not addressed:

 Individual debts are written off when further recovery action could have been possible;

 The write off of debts does not follow the approved Council policy.

Responsible manager for implementing: 
Revenues Team Leader
Date to be implemented:
Implemented with immediate effect
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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.

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

Recommendation Follow Up Arrangements:

 High priority recommendations will be formally followed up by Internal Audit and reported within the defined follow up timescales. This follow up 
work may include additional audit verification and testing to ensure the agreed actions have been effectively implemented.

 Medium priority recommendations will be followed with the responsible officer within the defined timescales.

 Advisory issues are for management consideration.


