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Background and Scope

The Accounts and Audit Arrangements, implemented from 1st April 2001, require all Parish Councils to implement an independent internal audit examination of their Accounts and accounting processes annually: we at Auditing Solutions Limited were appointed to provide the service for 2012-13 and beyond.

Internal Audit Approach

In undertaking our review for 2014-15, we have again had regard to the materiality of transactions and their susceptibility to potential misrecording or misrepresentation in the year-end Statement of Accounts / Annual Return. However, given the low level of annual transactions, we have undertaken direct substantive testing of all entries in the cashbooks and bank accounts of the Council in order to afford assurance as to the accuracy of detail reported in the Statement of Accounts and Annual Return and provide assurance for our completion of the Internal Audit Certificate at Section 4 of the Annual Return.

No significant issues have arisen this year, although we would commend the use of a suitable accounting package to simplify and ease the clerk’s workload.

Overall Conclusion

We are pleased to conclude that, overall, the Council continues to operate effective systems of control that also help ensure transactions are accurately reflected in the Statement of Accounts and Annual Return. We are again pleased to acknowledge and thank the clerk for presenting the supporting documentation in a very clear manner and also to acknowledge the actions taken to address issues raised in last year’s report.

On the basis of the satisfactory conclusion of our programme of coverage for the year, we have duly signed off the Internal Audit Certificate at Section 4 of the Annual Return for 2014-15 assigning positive assurances in each of the relevant areas. 

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. Whilst not a significant issue, we have noted that the clerk regularly exceeds her contracted hours and consider that use of a bespoke accounting software package, such as “Alpha”, supplied by RBS / Rialtas, would simplify her task and provide regular financial and management (i.e. budget) information simply at the press of a button: similarly routine bank reconciliations and year-end Accounts detail can be generated readily.
The Council maintains two bank accounts with Lloyds TSB: we have 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.
Conclusions

We wish to compliment the clerk for again maintaining a high standard of records. No issues arise, although we would commend the acquisition of the referenced software, the acquisition cost of which could be shared with the clerk’s other two councils, with an annual maintenance and support fee payable by each.  
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 relation to the filming and recording of meetings, also noting that Financial Regulations have been revised 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.

In last year’s report, we drew members’ attention to the repeal of Section 150(5) of the LG Act 1972 that previously required all payable orders to be signed by two members: also to approval of the use of electronic banking facilities. We note that no changes are proposed in the Council’s working practices at present, although further consideration may be given to switching to Unity bank and using internet banking facilities in the future.
Conclusions

We are pleased to record that no significant issues exist in this area this year.
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 three VAT returns have been prepared, submitted and repaid by HMRC during the financial year with the outstanding balance for the year of £185.11 reclaimed at the start of 2015-16.

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. However, in reviewing the year’s payment detail, we noted two instances where recoverable VAT totalling £266.99 had been overlooked: we have drawn this to the Clerk’s attention with a further reclaim to be prepared and submitted to HMRC.
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 September 2014. We also noted last year that the clerk had acquired an example of a more financially oriented risk register used by a neighbouring parish, which has been used to form the basis of the recently adopted documented risk 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 2015-16 budget and precept, setting the latter at £12,358.90 with the CT Support Grant of £491.02, giving a total of £12,849.92. We are also pleased to note that Councillors continue to receive regular income and expenditure reports along with bank balance detail at each meeting.

Overall reserves for 2014-15 have decreased to £2,092 (£2,727 at 31st March 2014), primarily due to the cost of leasing of the defibrillator in the year. We note the Council’s adoption of a formal Reserves Policy during the year with agreement that £400 would be set-aside annually to accumulate funds to replace the defibrillator. Excluding that expense, which will recur in four years’ time, the residual General Reserve balance of almost £1,700 equates to less than three months’ revenue spending at the 2014-15 level: we note the Council’s intention, as set out in the Reserves Policy, to increase the General reserve balance to meet current CiPFA guidance that it should be retained at a minimum of three months’ revenue spending.
Whilst we note that the Council has considered this issue, further work is required to ensure that appropriate funds are retained in the General Reserve to meet any unforeseen expense that might arise.

Conclusions

We are pleased to note the Council’s actions in adopting the Reserves Policy and will monitor progress in increasing the General Reserve balance 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. In 2014-15 further funds by way of grants and donations have been received and banked towards the cost of acquiring the defibrillator for the parish.
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 are pleased to note that following our recommendation last year, the Council has reviewed and approved a new employment contract for the clerk, detail of which we have reviewed with no issues arising.

We have checked the basis of the clerk’s salary payments for the year, together with relevant tax deductions, which are paid over to HMRC accordingly.
We were pleased to note last year that the Clerk had registered a PAYE scheme with HMRC and continues to use the Basic PAYE Tools software each month to calculate her salary and any tax liability.
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 1996 Accounts and Audit Regulations required 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.

No new assets have been acquired in the year and, consequently the Annual Return disclosure value has remained unchanged from that reported in prior years.
Conclusions
No issues arise in this area this year warranting formal comment or recommendation.
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 2014-15 agreeing detail to the Annual Return noting a few amendments as being necessary, detail of which we have discussed and agreed with the Clerk for further presentation to members.
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.

