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Report Author: Amanda Palmer   
 
 
 
 
 
 
 
 
 

 

The information contained within this report is strictly private and confidential. It may 
contain details of weaknesses in internal control including financial controls.  If this 
information were to be available to unauthorised persons this would create a greater 
exposure to the risk of fraud or irregularity. Therefore this report is not for reproduction, 
publication or disclosure by any means to unauthorised persons without the permission 
of the Head of Internal Audit. 
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1 SUMMARY 

 
The requirements for an internal audit function come under local government legislation, 
section 151 of the Local Government Act 1972.  The Accounts and Audit (Amendment) 
Regulations 2006 also identify the need for internal audit. 

The Parish Council has a statutory responsibility to prove adequate and effective Internal 
Audit by engaging an Internal Auditor.  The role of the Internal Auditor is to provide an 
independent review and appraisal of the Council’s system of internal control. 

The internal auditor must be independent of the activities he audits so as to remain 
impartial and effect professional judgements and recommendations.   

In accordance with the agreed audit plan (Appendix B) and following our audit visit to you 
on 13th November 2017, we have completed audit testing in the following areas: 
 

• Previous Issues Raised 

• 16/17 Statement of Accounts 

• Financial Regulations 

• 17/18 Budget Setting 

• Budget Reporting 

• Cheques (including personal cheques) 

• Expenditure 

• Income 

• Bank Reconciliations 

• VAT Returns 

• Salaries & Wages 
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2 FINDINGS 

 
Previous Issues Raised in 16/17 
Following the previous audit carried out in May 2017 there were 24 issues raised. Each of 
these issues have been followed up during this audit visit and a update recorded. See 
Appendix A 
 
16/17 Statement of Accounts 
In accordance with regulations the statement of accounts and annual governance 
statement is to be publicised no later than 30th September. 

The statements of accounts and AGS were agreed and publicised however as the 
accounts were received back from the external auditor late September these were not 
publicised until early October. Issue 1 

 
Financial Regulations 
Financial regulations must be reviewed annually. 

Although a review of the financial regulations has been carried out this has not been 
formally adopted by council. Issue 2 

 
17/18 Budget Setting & Budget Reporting 
Budget setting should be produced for revenue and capital expenditure, and approved by 
Council with the precept agreed and set as part of this process.  The precept set should 
cover the annual estimated spend so the precept should not be agreed prior or without 
any budget setting process in place. 

It was established that there is no set process in place for the setting of the budget for the 
current year as this is done in a summary format and not by individual budgets. In 
addition the budgets for 17/18 entered onto the finance system do not match the agreed 
annual precept. Issue 3   

With regards to budget reporting a detailed expenditure and income report was presented 
to council following the first quarter, however as already mentioned the budgets within the 
system are incorrect.   
 
Cheques (including personal cheques) 
The Financial Regulations should detail what information should be recorded on the 
cheque book stubs and what the authorisation procedures are. Any cancelled cheques 
should be marked accordingly and retained within the relevant cheque book. 

Cheques are no longer used therefore this is not applicable. 
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Expenditure 

The financial regulations should include the procedures for ordering and paying for 
goods. Invoices must be authorised accordingly and cross referenced to payment details. 
All payments should also be reported to the relevant Committee.   

Upon sample testing of a number of payments all invoices selected and tested were 
appropriately authorised and reported to committee with the exception of one which had 
not been signed but had been reported and this will be correct retrospectively. Issue 4 
 
Income 
Fees and charges should be reviewed on a annual basis. 

Income is minor and evidence was seen of correspondence regarding reviewing the 
current rents. 
 
Bank Reconciliations 
Bank reconciliations should be carried out regularly and independently verified.  

Upon examination of the bank reconciliations to date these had been completed and 
independently verified. 
 
VAT Returns 

VAT returns should be completed accurately and timely.  

To date only the first quarters return has been due for completion with all found to be in 
order. 

 

Salaries & Wages 

An annual review of salaries and wages should be carried out and agreed at Full Council. 

A review of salaries and wages for 17/18 has been completed. 
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3 Issues Identified 

 

• Issue 1 
Ensure that the audited accounts are received back from the external auditors in 
time for them to be publicly displayed by 30th September. 
 

• Issue 2 
Ensure that the current review of Financial Regulations is reported and adopted by 
Council. 
 

• Issue 3  
There should be a defined process in place for setting budgets and Council should 
agree each budget line; not just in summary format. 
The budgets entered onto the accounting system need to be corrected in line with 
the agreed precept. 
 

• Issue 4 
Ensure that councillors authorise all payments. 
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4. Previous Issues Raised 

Findings Recommendation Progress as at Visit 
13/11/17 

Conclusion 

1. Budget Setting 
No documents could 
be found to explain 
the budgets for 
2016/17 and how 
these had been 
calculated. 

 

Ensure that there is 
clear documented 
process in place for the 
setting of the budgets 
for each financial year 
which must be 
approved and match to 
the annual precept. 
 

The precept for 17/18 does 
not match the spend and 
there is no defined budget 
process in place for council 
to agree each budget line, 
this is done in summary 
format and not fully 
supported by calculations. 
 

Further issue raised - 
There should be a 
defined process in 
place for setting 
budgets and council 
should agree each 
budget line not just in 
summary format. 
 

2. Budget Reporting 
It was identified that 
expenditure and 
income against the 
budgets for 2016/17 
has not been 
reported. 

 
 

Ensure that regular 
reports are presented 
to committee/council 
recording actual 
expenditure and 
income against budgets 
for each financial year. 
A report of all 
transactions should be 
presented with this 
information. Where 
there are any 
significant variances 
explanations should be 
provided for these. 
 

Detailed expenditure and 
income reports were 
presented to council 
following the first quarter,  

No further issue 

3. Financial 
regulations 
The Financial 
Regulations have 
not been reviewed 
since December 
2015. 
 

Financial regulations 
must be reviewed 
annually and approved 
accordingly. 

The clerk has reviewed the 
financial regulations however 
this has not been formally 
adopted by council yet. 

Further issues raised - 
Ensure that the 
current review of 
Financial Regulations 
is reported and 
adopted by Council. 

4. Minutes 
Audit testing 
identified that 
appendices are not 
currently kept with 
the signed minutes. 
As a result it was not 
possible to locate 
certain documents 
needed to 
demonstrate that 
records of meetings 
are complete and 
accurate. 

Ensure that any 
appendices/reports 
referred to within 
minutes are attached 
and filed to the signed 
copies for future 
reference and to 
ensure that there is a 
full audit trail. 

The clerk now attaches all 
relevant documents to the 
relevant minutes. 

No further issues  

5. Effectiveness of 
Internal Control 
It is a requirement of 
the Accounts and 

A review of the 
effectiveness of internal 
control must be 
completed on a yearly 

Work in progress as  

 
Finance Working Group to 
identify appropriate checklist 

No further issue to 
raise 



 

 

 

 

Internal Audit Report 
 
OFFICIAL 

 
 

Page 8 of 13 
 

Findings Recommendation Progress as at Visit 
13/11/17 

Conclusion 

Audit Regulations 
2015 that Parish 
Council’s ensure that 
there is a sound 
system of internal 
controls and that 
each year there 
must be a review of 
the effectiveness of 
internal control, 
however this has not 
been completed for 
2016/17. 
 

basis. to complete an annual 
review of effectiveness of 
internal control, potentially 
with assistance of HAPTC.  
 

6. Annual 
Governance 
Statement 
A annual 
governance 
statement has not 
been completed for 
2016/17 which is 
also a yearly 
requirement. 
 

A annual governance 
statement must be 
completed on a yearly 
basis. 

Completed No further issue to 
raise 

7. Cheque Stubs 
Currently cheque 
stubs are not being 
noted with the 
required information 
as per the Financial 
Regulations. 
 

Ensure that the cheque 
stub/counterfoil details 
the relevant invoice 
numbers and that the 
cheque signatories 
have initialled the 
cheque counterfoil. 

Cheque book are no longer 
used  

No further issue to 
raise 

8. Expenditure 
Upon audit testing of 
a sample of 
payments made we 
found one payment 
in excess of £8k that 
was approved by the 
Chair of the Council 
without regard to full 
council, which is 
breach of the 
Parishes Financial 
Regulations. 
 

Ensure that all 
payments are made in 
accordance with the 
financial regulations. 

From sample testing of 
invoices all had been 
appropriately authorised and 
reported to committee. 

No further issue to 
raise 

9. S137 Payments 
Following audit 
testing it was 
established that it 
was not possible to 

Ensure that s137 
payments are recorded 
as such within the 
accounting system and 
are reported 

A separate budget code has 
been set up to monitor s137 
payments. 

No further issue to 
raise 
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Findings Recommendation Progress as at Visit 
13/11/17 

Conclusion 

identify what s137 
payments had been 
made as these are 
not recorded or 
reported as such. 
 

accordingly to 
committee/council. 

10.  Reporting of 
payments 
It was identified that 
for March 2017 there 
was not a minute to 
confirm authorisation 
of payments. 
 

Ensure that there is a 
minute recording the 
payments authorised 
each month. 

From the sample examined 
during the audit visit all 
payments had been reported 
and minuted accordingly. 

No further issue to 
raise 

11.  Paying in Books 
The paying in book 
relating to the period 
April to August 2016 
could not be found. 
 

Ensure that all paying 
in books are retained to 
ensure that there is a 
full audit trail. 

Paying in books are not used 
regularly due to small 
amount of income received, 
however the paying in books 
for 17/18 were available. 

No further issue to 
raise 

12.  Petty Cash 
It was established 
that petty cash is no 
longer used. 
However it was not 
possible to identify 
that appropriate 
records had been 
maintained when 
petty cash was in 
place or that the 
balance transferred 
to the current 
account was correct. 
 

If petty cash is to be 
reinstated ensure that 
appropriate records are 
maintained. 

Petty cash is no longer used No further issue to 
raise 

13.  Allotments 
We were unable to 
identify all the 
income relating to 
allotments for 
2016/17 and for 
those plots where 
payment had not 
been  received there 
appeared to be no 
debt recovery 
actions carried out. 
 

For allotment income 
ensure that there are 
appropriate records of 
who rents the plot, what 
payment is due, when 
payment has been 
received and what 
action has been taken 
for those who have not 
made payment. 

Allotments not currently used No further issue to 
raise 

14.  Income 
It could not be 
established when 
fees/charges were 

Fees and charges 
should be reviewed on 
a annual basis. 

This is currently in progress Although progress has 
been made this needs 
to be followed up. 
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Findings Recommendation Progress as at Visit 
13/11/17 

Conclusion 

last reviewed and 
approved. 
 

15.  Community Bus 
Income 
From audit testing it 
was not possible to 
reconcile the 
community bus 
income that should 
have been received 
and banked due to 
insufficient records 
being held. 

Introduce a 
reconciliation sheet 
showing the days that 
the community bus 
operates, the number 
of passengers on 
aboard, the total cash 
received by the clerk 
and the amount 
banked.  This should 
reconcile to banking 
records. 
 

The income for 17/18 was 
agreed with the documents 
provided 

No further issue to 
raise 

16.  Bank 
Reconciliations 
Upon examination of 
the bank 
reconciliations 
completed for 
2016/17 a number 
had not been 
completed timely 
and had not been 
subject to an 
independent review. 
 

Bank reconciliations 
should be completed 
on a monthly basis and 
reviewed 
independently. 
 

This is now being done for 
17/18 

No further issue to 
raise 

17.  VAT Returns 
The returns relating 
to 2016/17 had not 
been completed and 
submitted on a 
quarterly basis. The 
returns for the 
2016/17 year were 
submitted in May 
2017. 
 

VAT returns must be 
completed and 
submitted on a 
quarterly basis as 
penalties may be 
incurred otherwise. 
 

The VAT return for the first 
quarter of 17/18 has been 
submitted accordingly. 

No further issue to 
raise 

18.  Online Banking 
The clerk currently 
has ‘super user 
access’ therefore 
can amend her own 
access rights to the 
online banking 
system. 

Explore what controls 
can be put into place to 
monitor this. 

No progress made  Further issues raised - 
The clerk currently 
has ‘super user 
access’ therefore can 
amend her own 
access rights to the 
online banking 
system, explore what 
controls can be put 
into place to monitor 
this. 
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Findings Recommendation Progress as at Visit 
13/11/17 

Conclusion 

19.  Payroll 
Contracts were not 
in place for all 
members of staff. 
Salaries and wages 
had not been subject 
to an annual review 
and approval. 
 

All members of staff 
must be in receipt of a 
formal contract which 
reflects their current 
role. 
Salaries and wages 
should be subject to an 
annual review and 
approval.. 
 

Salaries have been reviewed 
but all members of staff do 
still not have an up to date 
signed contract. 

Further issue raised – 
Ensure that staff 
contracts reflect 
current salaries 
agreed. 

20.  Business Reserve 
Account 
There is a bank 
account that 
currently holds 
£10,000 with regards 
to the parish 
common however no 
documents or 
explanations were 
provided to justify 
such a high balance. 
 

Investigate as to why it 
is felt that £10,000 
needs to be retained 
with regards to the 
parish common. 
 

No progress made on this  Further issue raised 
Investigate as to why 
it is felt that £10,000 
needs to be retained 
with regards to the 
parish common. 
 

21.  Investments 
There are reserves 
of over £300k being 
held in a current 
account which could 
put these monies at 
risk. 
 

Explore the options as 
to where these monies 
could be invested to 
ensure security and 
return on investment. 

No progress has been made 
on this  

Further issue raised - 
explore the options as 
to where these 
monies could be 
invested to ensure 
security on return of 
investment. 

22.  Insurance 
Certificates 
It was identified that 
insurance 
certificates are not 
currently on display 
for staff as required. 
 

Ensure that insurance 
certificates are either 
displayed for staff to 
view or are stored in an 
accessible central 
location.  
 

This will be checked at year 
end  

n/a 

23.  Risk Assessments 
The Financial 
Regulations state 
that the council is 
responsible for 
putting in place 
arrangements for the 
management of risk. 
However no risk 
assessments could 
be located during the 
audit. 
 

Ensure that risk 
assessments are 
completed for activities 
of the council and are 
approved. 

Work in progress -  
A complete review of 
financial regulations has 
been carried out by the Clerk 
and findings including the 
review of all risk 
assessments with options for 
future arrangements now 
resting with the Finance WP 
and their recommendations 
on the report presented. Risk 
assessment template 
adopted by Council in 

No further issue  
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Findings Recommendation Progress as at Visit 
13/11/17 

Conclusion 

October Full Council  
 

24.  Asset Register 
The financial 
regulations state that 
the  RFO shall 
ensure that an 
appropriate and 
accurate Register of 
Assets and 
Investments is kept 
up to date. The 
continued existence 
of tangible assets 
shown in the 
Register should be 
verified at least 
annually, possibly in 
conjunction with a 
health and safety 
inspection of assets.  
During the audit it 
was found that the 
asset register is 
several years out of 
date and the 
existence of assets 
has not been 
confirmed.   

Ensure that a register 
of assets is maintained 
and assets are verified 
annually. 

Work in progress  
The Clerk has changed the 
Asset register into a new 
format and it is currently 
being updated however 
there is a lack of record 
keeping for some items and 
so best guesses will need to 
be made from insurance 
documents and specialist 
advisors. Clerk has 
recommended the use of the 
Sigma Asset Register 
software provided by Rialtas 
Business Services and a 
demonstration of this has 
been  carried out in the office 
and it is agreed to use this. 
 

No further issue 

 
 



 

 

 

 

Internal Audit Report 
 
OFFICIAL 

 
 

Page 13 of 13 
 

5. Appendix B – Audit Plan 2017/18 

 
 
The Amendments to the Accounts and Audit Regulations 2006 require that an internal 
audit plan is prepared for your Council to consider and formally approve.   

The majority of the audit work will be done by sample testing a sufficient number of 
transactions to gain an assurance that the systems of financial control work effectively 
and provide accurate information to support the Council’s activities.  It is therefore 
proposed that a review of the following control objectives is carried out to ensure they are 
being achieved throughout the year to a standard adequate to meet the needs of the 
Council: 

 

• Significant risks are assessed by the Council to ensure objectives are achieved 
along with a review of the adequacy of the arrangements to manage these 

• Appropriate books of account have been kept accurately throughout the year 

• The annual precept requirement resulted from an adequate budgetary process 
with progress against the budget regularly monitored and reserves appropriate 

• The Council’s financial regulations have been met, payments supported by 
invoices with expenditure approved and VAT appropriately accounted for 

• Expected income fully received, based on correct prices, accurately recorded and 
promptly banked; and VAT appropriately accounted for 

• Petty cash payments properly supported by receipts with expenditure approved 
and VAT appropriately accounted for 

• Salaries to employees and allowances to members paid in accordance with 
Council approvals, and PAYE and NI requirements accurately applied 

• Complete and accurate Asset and Investments registers that are properly 
maintained 

• Regular and year-end bank account reconciliations accurately carried out 

• Accounting statements prepared during the year are prepared on the correct 
accounting basis, agreed to the cash book, supported by an adequate audit trail 
from underlying records, and where appropriate debtors and creditors accurately 
recorded 

• Where applicable trust funds (including charitable) responsibilities as trustee are 
met by the Council 

• Awareness to the potential for fraud, error or non-compliance, and any issues that 
may increase this potential, including a review of the arrangements for the security 
of systems and data.  
 


