
 

 
 
 

 
 

INTERNAL AUDIT REPORT 
 

 
Durham Crematorium - Crematorium Review 

Ref No: 13580/2012 

 
 
 

Final Report  

 
 
 

Assurance Opinion: Substantial 
Prepared by: Colin Niel 
Reviewed by: Peter Jackson 
Date issued: 10 February 2012 
Distribution List  
For Action: Alan Jose (Superintendent Registrar) 
For Information: Terry Collins (Director of Neighbourhood Services) 

Paul Darby (Head of Finance, HR and Business 
Support)  
Joanne McMahon (Principal Accountant) 
Graham Harrison (Bereavement Services Manager) 
Avril Wallage (Manager of Internal Audit and Risk) 
Teresa Maddison (Risk Officer) 
Jonathan Elmer (Planning & Policy Team Leader) 

 
 
 
 

                     CONFIDENTIAL 



 

 
Contents 

 
Section Page 

Executive Summary 1 

Background  1 

Scope and Audit Approach  2 

Findings and Recommendations 2 

Appendix A – Action Plan of Findings and Recommendations 3 

Appendix B – Terms of Reference 4 

Appendix C – Assessment of Findings and Assurance Ratings  5 

Appendix D  - Limitations and Responsibilities 7 

 
 
 
 
 
 

 



INTERNAL AUDIT REPORT –  Durham Crematorium 

 

Durham County Council  
Internal Audit and Risk Management Division 

1 

EXECUTIVE SUMMARY 
 

1. This report relates to the evaluation of the control framework in place to provide assurance on 
the management of the risks associated with Durham Crematorium.  

 
2. Review of these risks involved examination of books and registers recording income and 

purchases along with documentation ensuring compliance with legislative requirements and 
the Code of Cremation Practice issued by the Federation of British Cremation Authorities. 

 
3. Overall there is an acceptable framework of internal control in place to manage the risks at the 

crematorium. Testing indicated that income is accurately recorded and can be traced through 
to bank statements and the related reconciliations. Previous recommendations to separate the 
ordering and authorising duties for purchases have been implemented. The Crematorium has 
adopted, and complies with, the Federation of British Cremation Authorities’ Code of 
Cremation Practice. The audit also included a review of physical security that showed that 
records, plant and equipment are held securely and that arrangements have been made to 
ensure maintenance of plant. In addition contingency plans are in place including 
arrangements to cope with emergency situations such as a pandemic arising. To test the 
Ordering system a small sample of Purchases was satisfactorily checked from the manual 
orders to SAGE and from SAGE back to the manual order. Assurance was taken from the 
results of a separate payroll audit and in addition testing carried out indicated that overtime 
payments are properly authorised and accurately input and payments to General Practitioners 
are appropriate. 

 
4. The key findings from the audit were: 

 

• Previously the Audit Commission recommended the introduction of a separate financial 
management system for the Crematorium with a view to improving controls for ordering, 
sundry debtors and backup procedures and to streamline the final accounts process. 
SAGE was the preferred system but at the time of the audit this had not been fully 
implemented although it is now. It was also noted that whilst the Crematorium 
Superintendent recognised the benefits of SAGE he expressed concerns over staffing 
resources required and had therefore not rolled this out as quickly as expected, instead he 
continues to rely too much on Accountancy staff for support. 

• The level of sundry debtors was not immediately available and required manual 
calculation. 

• In a sample of cremations there were 19 requests for ashes to be retained. Of these 19 
there were 3 instances where ashes were collected and the ashes collection slip was not 
fully completed. 

• Although the petty cash reconciled satisfactorily, a verbal recommendation was made that 
the petty cash be kept separate from other cash receipts, and an advisory 
recommendation was made that stamps be purchased via normal ordering procedures to 
reduce the amount of expenditure through petty cash. 

 
5. An action plan, summarising all findings and recommendations made to improve the evaluated 

control framework, is attached at Appendix A. 
 

6. In conclusion, the audit work carried out can provide a Substantial level of assurance that the 
control framework in place is effective in managing risks. 

 
 

BACKGROUND 
 

7. This review has been carried out in accordance with the Terms of Reference attached at 
Appendix B. 

 
8. This review aims to help management achieve its objectives by providing an opinion on the 

adequacy of the control framework in place to manage risks effectively.  The conclusions from 
the review will inform the annual audit opinion provided by the Head of Internal Audit on the 
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adequacy and effectiveness of the entire control environment operating across the whole of 
the Authority, required to inform the Annual Governance Statement. 

9. The report is intended to present to management the findings and conclusions of the audit. 
Wherever possible findings and recommendations made to improve the control framework 
have been discussed with the appropriate officers and their views taken into account. 

 
10. In carrying out the audit, the time and assistance afforded by Alan Jose the Superintendent 

Registrar of Durham Crematorium and his staff was greatly appreciated. 
 
 

SCOPE AND AUDIT APPROACH  
 

11. The scope and audit approach for this review were agreed as part of the preparation stage of 
the audit and reflected in the agreed terms of reference.   

 
FINDINGS AND RECOMMENDATIONS 

 
12. Our findings relating to issues of key concern, together with recommendations made to 

improve the management of identified risks and the resultant management response, are 
provided in the action plan attached as Appendix A. 

 
AUDIT FINDINGS AND ASSURANCE OPINION RATINGS 

 
13. Details of how individual findings and assurance opinions have been assessed are detailed in 

Appendix C. 
 
LIMIITATIONS AND RESPONSIBILTIES 
 
14. Details of limitations and responsibilities of auditors and management in relation to this review 

are summarised in Appendix D.  
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Action 
Ref 

Finding Associated Risk Priority Recommendation Management Comment Responsibility 
Timescale 

01 SAGE is not effectively used 
by Crematorium staff and 
currently limited to entries by 
Neighbourhood Services 
Finance. Processes are 
predominantly manual and 
duplicated electronically. The 
Superintendent Registrar 
recognised the benefits of 
SAGE, but explained the 
obstacles of a poor internet 
connection and a lack of staff 
resources. 

Financial loss. Poor 
value for money. 

Low SAGE should be used 
directly by crematorium staff 
for recording sales and 
receipts, purchasing, 
invoicing and reporting 
functions. Manual record 
production should be phased 
out to streamline processes 
and release resources. 

SAGE has been progressed in the 
last two weeks to the level where 
all Orders are now being in put 
into SAGE by Crematorium staff. 
The Daily SAGE ledger has also 
been completed at the 
Crematorium but there are still 
major problems with logging into 
system. 

 
June 2012 Alan Jose 

02 From a sample of cremations, 
3 of the 19 which requested 
ashes be retained were 
collected without completion of 
the ashes collection slip. 

Reputational damage. Low When ashes are collected, a 
printed, signed and dated 
record should always be 
retained and the individual 
should be confirmed 
authorised, prior to the 
ashes release. 

Staff have been reminded of high 
importance in having these forms 
fully completed 

 
Completed: All Staff 

03 The level of sundry debtors 
were not immediately available 
and had to be manually 
calculated 

Financial loss 
Lack of recovery action 

Low Using SAGE for sundry 
debtors would mitigate any 
risk 

  

04 The major part of petty cash 
expenditure of £200 consists 
of postage stamps that are 
currently purchased at the 
local post office. 

Fraudulent use of Petty 
Cash monies. 

Advisory Consideration should be 
given to reducing the petty 
cash requirement by 
purchasing stamps through 
the ordering procedures. 

Postage stamps are now being 
purchased via a purchase order. 
 
Will review level of Petty cash 
over the next 12 months. 

Completed. A.S.Jose. 
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Terms of Reference for the review of Durham Crematorium 
 
Background 
 

1. Internal Audit is an assurance function that provides an independent and objective opinion to 
the Authority on governance, control, and risk management by evaluating their effectiveness 
in achieving the Authority’s objectives. It objectively examines, evaluates, and reports on the 
adequacy of the control environment as a contribution to the proper, economic, efficient and 
effective use of resources. 

 

2. A review of Durham Crematorium was agreed at the Audit Committee held on 30
th
 June 2011 

and was subsequently included for completion within the annual Internal Audit Plan. 
 
Objective of Review 
 

3. The objective of our review will be to ensure that the following areas of Durham Crematorium 
are operated in accordance with agreed procedures/good practice and are supported by 
appropriate documentation; 

 

• Income charged agrees with set rates, is collected and banked promptly and is 
correctly allocated 

• Expenditure complies with Durham County Council regulations  

• Budgetary control procedures are in place 

• All national policies are adhered to and all policies/service plans required for the 
operation of the Crematorium have been compiled and are followed 

• All legal requirements have been adhered to, including the Cremation Regulations 
2008 

• All equipment is serviced and maintained in accordance with manufacturer’s guidelines 

• Set contingency plans are in place 

• All information is held securely and in line with data retention requirements 

• Payroll arrangements are adequate 
 

Resource Requirements 
 

4. The review will be undertaken by Colin Niel and is scheduled to start on 10
th
 January 2012.  

 

Reporting Arrangements 
 

5. Alan Jose will be kept regularly informed of progress on our review. On completion of the 
review, conclusions and potential recommendations will be discussed with Alan prior to the 
preparation and issue of our draft report. 

 

6. A customer satisfaction survey will also be issued with the draft report for you to complete 
and return. 

 
Implementation of Recommendations 
 

7. Internal Audit will undertake appropriate follow-up work to confirm with responsible managers 
whether the recommendations agreed within the Action Plan that supports the internal audit 
report have been implemented as intended and within timescale. 

 
Contact Names 
 

8. If you have any queries regarding this review please do not hesitate to contact Colin Niel on 
0191 383 5545. 
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Findings 
 
Individual findings are assessed on their impact and likelihood based on the assessment rationale in the tables below: 

 
Impact Rating Assessment Rationale 

Critical  A finding that could have a:  

 Critical impact on operational performance 
(Significant disruption to service delivery) 

 Critical monetary or financial statement impact 
(In excess of 5% of service income or expenditure budget )   

 Critical breach in laws ands regulations that could result in significant fine and consequences 
(Intervention by regulatory body or failure to maintain existing status under inspection regime)  

 Critical impact on the reputation of the Council 
(Significant reputational damage with partners/central government and/or significant number of complaints from service users) 

 Critical impact on the wellbeing of employees or the public 
(Loss of life/serious injury to employees or the public) 

Major A finding that could have a: 

 Major impact on operational performance 
(Disruption to service delivery) 

 Major monetary or financial statement impact 
(1-5% of service income or expenditure budget )   

 Major breach in laws, regulations or internal policies and procedures 
(non compliance will have major impact on operational performance, monetary or financial statement impact or reputation of the service)   

 Major impact on the reputation of  the service within the Council and/or  complaints from service users  

Minor A finding that could have a: 
 Minor impact on operational performance 

(Very little or no disruption to service delivery) 

 Minor monetary or financial statement impact 
(less than 1% of service income or expenditure budget )   

 Minor breach in internal policies and procedures 
(non compliance will have very little or no impact on operational performance, monetary of financial statement impact or reputation of the service) 

 

 

Likelihood Assessment criteria 

Probable Highly likely that the event will occur (>50% chance of occurring) 

Possible  Reasonable likelihood that the event will occur (10% - 50% chance of occurring) 
Unlikely The event is not expected to occur (<10% chance of occurring) 

 



APPENDIX C: AUDIT FINDINGS, RECOMMENDATIONS AND ASSURANCE OPINION RATINGS   

 

Durham County Council  
Internal Audit and Risk Management Division 

6 

Overall Finding Rating   
 
This grid is used to determine the overall finding rating.  
 

LIKELIHOOD     

Probable M H H 

Possible L M H 

Unlikely L L L 

 Minor Major Critical 

 IMPACT  

 
Priority of our recommendations 
 
We define the priority of our recommendations arising from each overall finding as follows; 
 
High Action that is considered imperative to ensure that the service/system/process objectives are not 

exposed to significant risk from weaknesses in critical or key controls 

Medium Action required to ensure that the service/system/process objectives are not exposed to major 
risk from weaknesses in controls 

Low Action required to ensure that the service/system/process objectives is not exposed to minor 
risk from weaknesses in controls 

Advisory  Action that is considered desirable to address minor weaknesses in control that if implemented 
may not reduce the impact or likelihood or a risk occurring but should result in enhanced control 
or better value for money.    

 

Overall Assurance Opinion  
 
Based upon the ratings of findings and recommendations arising during the audit as summarised in risk matrix above we define the overall conclusion of the 
audit through the following assurance opinions: 
  

Full Assurance There is a sound system of control designed to achieve the process/system/service objectives and manage the risks to achieving those 
objectives. (No H, M or L findings/recommendations) 

Substantial Assurance Whilst there is a sound system of control, there are some weaknesses, which may put some of the system objectives at minor risk. (No H 
or M findings/recommendations)   

Moderate Assurance Whilst there is basically a sound system of control, there are some weaknesses, which may put some of the system objectives at major 
risk. (No H findings/recommendations) 

Limited Assurance There are weaknesses in key areas in the system of control, which put the system objectives at significant risk.(H 
findings/recommendations) 

No Assurance Control is weak as controls in numerous  key areas are ineffective leaving the system open to significant risk of error or abuse 
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Limitation inherent to the internal auditor’s work 
 
We have undertaken this review subject to the following limitations. 
 
Internal Control 
 
Internal control, no matter how well designed and operated, can provide only reasonable 
assurance not absolute assurance regarding achievement of the service objectives. The 
likelihood of the achievement is affected by limitations inherent in all internal control 
frameworks. These include the possibility of poor judgement in decision making, human error, 
control processes being deliberately circumvented by employees and others, management 
overriding controls and the occurrence of unforeseeable circumstances. 
 
Future Periods 
 
The assessment of the control framework in place relating to this review is at xxx (date).  
Historic evaluation of effectiveness is not relevant to the future period due to: 
 

• The design of controls may become inadequate because of changes in operating 
environment, law, regulation or other; or 

 

• The degree of compliance with policies and procedures may deteriorate 
 
 

Responsibilities of management and internal auditors 
 
It is management’s responsibility to develop and maintain sound systems of risk management, 
internal control and governance for the prevention and detection of fraud and irregularities.   
Internal audit work should not be seen as a substitute for management’s responsibilities for the 
design and operation of these systems. 
 
We will endeavour to plan our work so that we have a reasonable expectation of detecting 
significant control weaknesses and if detected, we will carry out additional work directed 
towards identification of consequent fraud or other irregularities. However, internal audit 
procedures alone, even when carried out with due professional care, do not guarantee that 
fraud will be detected. 
 
Accordingly, our examinations as internal auditors should not be relied upon solely to disclose 
fraud or other irregularities which may exist, unless we are requested to carry out a special 
investigation for such activities in a particular area.    
 
Management responses 
 
We ask that management responses to our recommendations are provided within 20 working 
days of the draft report being issued. 
 
Outstanding responses will be monitored. Any overdue responses will be escalated to the 
responsible Corporate Director and reported to the Audit Committee. 
 
Follow up 
 
In accordance with the Internal Audit Charter, we will monitor progress on the implementation 
of agreed recommendations and the findings will be reported to the audit committee. Where 
considered appropriate follow-up audits will be scheduled. 

 


