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Background
All town and parish councils are required by statute to make arrangements for an independent internal audit examination of their accounting records and system of internal control and for the conclusions to be reported each year in the Annual Return. Auditing Solutions Ltd has provided this service the Council since 2012-13.
This report sets out the work undertaken in relation to the 2015-16 financial year, during our visit on 25th April 2016, together with the matters arising and recommendations for action, where appropriate. 
Internal Audit Approach 
In undertaking our review for the year, we have had regard to the materiality of transactions and their susceptibility to potential misrecording or misrepresentation in the year-end Statement of Accounts/Annual Return. Due to the low volume of transactions, we have employed 100% detailed checks in a number of key areas in order to gain assurance that the Council’s financial and regulatory systems and controls are appropriate and fit for the purposes intended.
Our programme of cover has been designed to afford appropriate assurance that the Council’s financial systems are robust and operate in a manner to ensure effective probity of transactions and to afford a reasonable probability of identifying any material errors or possible abuse of the Council’s own and the national statutory regulatory framework. The programme is also designed to facilitate our completion of the ‘Annual Internal Audit Report’ in the Council’s Annual Return, which requires independent assurance over a number of internal control objectives. 
Overall Conclusion 
We have concluded that, on the basis of the programme of work we have undertaken, the Council has maintained adequate and effective internal control arrangements during the year. We are pleased to acknowledge the quality of records maintained by the Clerk and thank her for her assistance which has ensured the smooth progress of our review process. 

We have completed and signed the ‘Annual Internal Audit Report’ in the year’s Annual Return, having concluded that, in all significant respects, the control objectives set out in that report were being achieved throughout the financial year to a standard adequate to meet the needs of the Council. 

Detailed Report

Maintenance of Accounting Records & Bank Reconciliations

The Clerk has maintained the Council’s accounting records using Excel spreadsheets, which we consider generally adequate in view of the number of annual transactions. The Council maintained two bank accounts with Lloyds TSB, but has, at the close of the year, now switched to Unity Bank.

We have checked and agreed the spreadsheet detail in full to the relevant statements for the full financial year, also verifying the accuracy of the year-end cashbook / bank reconciliation ensuring that no long-standing uncleared cheques or other anomalous entries exist. The clerk had noted a 2 pence error somewhere in the records during the year: in verifying the cashbook detail to the bank account, we noted that the bank had misread the value recorded on cheque number 1023, debiting the Council’s account with £1.87 instead of £1.89, as recorded in the cashbook. Whilst not affecting the values reported in the year’s Annual Return, as they are in round £s, the cashbook should be amended accordingly in order to ensure that the correct opening balance is recorded in the 2016-17 cashbook.
We have consequently verified the accurate disclosure of the year-end balance in the Annual Return.

Conclusions

We wish to compliment the clerk for again maintaining a high standard of records with no issues arising warranting formal comment or recommendation.
Review of Corporate Governance
We have examined the content of the Standing Orders revised in the current financial year to reflect the legislative changes in EU Regulations and general procurement arrangements, which have been updated in line with the latest NALC Model Document. We are pleased to note that following our previous recommendation, a limit for formal tender action is recorded in both documents at a more realistic level of £15,000.
We have reviewed the Council’s minutes for the current year to determine whether any issues exist that may have either a legal or financial impact on the Council and its future financial stability and are pleased to record that no such items appear to exist at present.

Conclusions

We are pleased to record that no significant issues exist in this area.
Review of Payments
We have reviewed all payments made during the year to ensure that the following criteria were met: -

· Payments were supported by a trade invoice or acknowledgement of receipt.  

· VAT has been calculated correctly and is recovered at appropriate intervals. 
· The Council at a Council meeting approved each payment. 
· Payments have been correctly analysed in preparation of the year-end Statement of Accounts. 
· Section 137 payments have been identified in the cashbook and are within the Council’s spending limit. 
We also note that VAT returns have been prepared for the 2015-16 financial year, the first three, together with the 2014-15 year-end reclaim being repaid by HMRC during the financial year with the outstanding balance for the year being reclaimed at the start of 2016-17.
Conclusions
We are pleased to again record that the working procedures in place continue to operate soundly and effectively with the above criteria met accordingly.
Assessment and Management of Risk

We are pleased to note that the Council has again reviewed and formally re-adopted its Risk Assessment documentation in March 2015. We have noted previously that the clerk had acquired an example of a more financially oriented risk register used by a neighbouring parish, which has again been used to form the basis of the above re-adopted register. 
Aon Ltd provides the Council with insurance cover. We have examined the insurance schedule noting that Public and Employer’s Liability cover are each in place at £10 million respectively and Fidelity Guarantee cover set at £150,000: we consider these levels appropriate for the Council’s present needs.
Conclusions
No issues arise in this area warranting formal comment or recommendation.
Budgetary Control and Reserves

The Council’s minutes, together with the supporting papers provided to Council indicate that members have considered and agreed the 2016-17 budget and precept, setting the latter at £13,743, which, together with the CT Support Grant of £88, gives a total of £13,831. We are also pleased to note that Councillors continue to receive regular income and expenditure reports along with bank balance detail at each meeting.

We are pleased to note the marginal improvement in the level of retained reserves at the close of 2015-16, which have increased to £2,707 (£2,092 at 31st March 2015). We also noted previously the Council’s adoption of a formal Reserves Policy with the intention of accumulating a more appropriate level of working balances, as the residual General Reserve balance still equates to less than three months’ revenue spending at the 2015-16 level.
Conclusions

We are pleased to acknowledge the improvement in the level of retained reserves and will continue to monitor progress in this area at future years’ audit reviews.
Review of Income

The Council receives only limited income, mainly from the annual precept, grants, contributions from other Parish Councils towards joint expenditure and bank interest. 
As indicated in the first section of the report, we have again reviewed the year’s bank statements and other available supporting documentation in full agreeing detail to the cashbooks.

Conclusions 

We are pleased to record that no issues arise in this area.

Petty Cash Account

The Council’s policy is not to maintain any form of cash float with any out-of-pocket expenses incurred by the clerk or members reclaimed and paid in line with normal trader payment procedures.

Salaries and Wages

We noted last year that, following our previous recommendation, the Council reviewed and approved a new employment contract for the clerk, detail of which we have reviewed with no issues arising. 
We have, as in previous years, checked the basis of the clerk’s salary payments for the year, together with relevant tax deductions, which are paid over to HMRC accordingly with no issues identified.
Conclusions 
We are pleased to record that no issues arise in this review area this year warranting formal comment or recommendation.

Fixed Asset Registers

The Governance and Accountability Manual requires all councils to maintain a record of all assets owned. We are pleased to note compliance with this requirement, the Clerk maintaining an appropriate register with values identified both at cost price, or where unknown, at the best approximation thereto, together with the annually uplifted insurance value to assist with budgetary planning for future replacements.

We have identified the acquisition of a new laptop PC and new / replacement play area fencing during the course of the year, detail of which has not as yet been added to the asset register. Consequently, the Annual Return disclosure value has remained unchanged from that reported in prior years, but should be uplifted accordingly to reflect the addition of these new assets.
Conclusions and recommendation
As indicated above, the asset register should be updated to include detail of new assets acquired in the year, as should the asset value recorded in the year’s Annual Return.
R1.
The asset register should be updated to reflect the acquisition (or disposal) of assets in the year when the changes occur: similarly, the asset value recorded in the 2015-16 Annual Return should be amended to reflect the cost, net of VAT, of the new assets acquired in 2015-16.
Investments and Loans

The Council has no funds in investments and has no third party loans either payable or receivable.

Statement of Accounts and Annual Return

We have examined the detail of the year’s Receipts and Payments Account for 2015-16 agreeing detail to the Annual Return with the latter requiring only one amendment in relation to the value of new assets acquired during the financial year.

Conclusions

No issues arise warranting formal comment or recommendation in this area and we have duly signed off the Internal Audit Certificate assigning positive assurances in each relevant area.
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