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Background and Scope 
 

The Accounts and Audit Regulations introduced from 1
st
 April 2001 require all Town and 

Parish Councils to implement an independent internal audit examination of their Accounts and 

accounting processes annually. The Council has previously complied with the requirements, 

utilising the services of a local firm of Accountants and Business Advisors (Connolly LLP): 

subsequently a re-tendering exercise was undertaken in relation to 2013-14 and we at Auditing 

Solutions Ltd were appointed to perform the function. This report sets out the results of those 

areas examined during the course of our two visits to the Council for 2013-14, which took 

place on 15
th

 April and 28
th

 May 2014 and was supplemented by further work undertaken in 

our own offices. 

 

Internal Audit Approach 
 

In undertaking our review for the year, we have had due regard to the materiality of 

transactions and their susceptibility to potential misrecording or misrepresentation in the year-

end Statement of Accounts but, due to the relatively low volume of transactions, we have 

undertaken 100% substantive work in several key areas. 

 

As the Council’s Internal Auditor and under the revised audit arrangements, we have a duty to 

assess the effectiveness of the Council’s systems of financial control and to complete the 

Internal Audit Certificate in the Council’s Annual Return, assigning positive responses or, if 

called for, caveats as to the effectiveness of systems in ten separate categories.  

 

This report can be made available, on request, together with our file of work completed for 

review by the Council’s external auditors should they require any further assurances in those 

areas examined.  

 

Overall Conclusion 
 

Overall, we consider that the financial control systems in place are generally satisfactory, 

although urgent action is required in certain areas to comply with extant legislative 

requirements and further strengthen the Council’s governance framework and financial 

controls. However, we acknowledge the difficulties faced by the new Clerk, with no handover 

period and subsequent issues with obtaining Council’s documentation from the previous 

incumbent. 

 

Notwithstanding the above, we have “signed off” the Internal Audit Certificate at Section 4 of 

the Annual Return with responses as considered appropriate in each area. 
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Detailed Report 
 

Maintenance of Accounting Records & Bank Reconciliations 
 

Our objective here is to ensure that the accounting records are being maintained accurately and 

currently and that no anomalous entries appear in cashbooks or financial ledgers. In order to 

ensure compliance with the above objective, we note that the current Clerk has, subsequent to 

the departure of the previous incumbent and the closedown of the records for 2012-13, 

migrated the Council’s transaction processing from an “in-house” Excel workbook to a bespoke 

and more appropriate software product (Alpha), which is widely used in the smaller tiers of 

local government. As a consequence, we have: - 

 Checked the opening trial balance detail with that in the 2012-13 Statement of Accounts 

and noted that this required some further expansion to ensure that the simple Receipts 

and Payments basis as originally established by the software provider (RBS) was 

extended to reflect opening debtors and creditors in addition to the separate bank 

account balances and revised General Fund as at 31
st
 March 2013. This was duly 

actioned by journal entry in conjunction with the Clerk at the first of our two visits to 

his home; 

 Noted that the cost centre and expenditure coding structure is sufficient to meet the 

needs of the Council at present to provide more detailed information on the Council’s 

spending; 

 Checked detail in the current account cashbook, examining all twelve months’ 

transactions on the Lloyds Treasurer’s account in comparison with the relevant bank 

statements for the year. Several anomalies were identified at the first of our two visits, 

with entries in the bank statements, but not in the cashbook and, vice versa, entries on 

the cashbook not matched with bank statement transactions. Detail of each specific item 

was left with the Clerk at the conclusion of our first visit: at the second visit, we ensured 

that the individual items were corrected accordingly and, subsequently, the 31
st
 March 

2014 balance was duly reconciled;  

 Similarly, checked detail of all transactions on the other two Savings and LSSC 

Maintenance bank accounts for the full financial year, together with the verification of 

closing balances at 31
st
 March 2014 to the final Alpha Trial Balance, with no further 

issues arising; and 

 Ensured the accurate disclosure of the combined year-end account balances in the 

detailed Accounts and Annual Return.  

 

Conclusions and recommendation 

 

We consider it essential that periodic bank reconciliations are undertaken, generally 

quarterly as a minimum, and independently checked by a nominated member (generally the 

Chair): this should include a detailed “tick back” of bank statement transactions to the 

Alpha cashbook transactions prior to the latter being marked as cleared in the software, 

which has hitherto not been the case. We also suggest that, as the accounting system runs 

“live”, in order to ensure positive confirmation of the month-end bank reconciliation value 

of the “cash at bank” balance, the Trial Balance at that date should also be printed and 

retained. 

 



 

Loughton & Great Holm PC: 2013-14 16/07/2014 Auditing Solutions Ltd 

 

  

4 

We acknowledge the Clerk is relatively in-experienced in this area and it may be that the 

RBS training has not been delivered appropriately, but consider that further attention is 

given to obtaining further advice, guidance and support in the software’s use which RBS 

should be able and willing to provide. 

 

R1. In order to ensure that members demonstrate the effective discharge of their fiduciary 

responsibilities, a nominated member should undertake routine scrutiny of cashbooks, 

bank reconciliations and journals, signing them off accordingly having reviewed the 

detailed content for any anomalies. 

 

R2. The clerk should pursue further software training and support as considered appropriate. 

 

Review of Corporate Governance 

 

Our objective is to ensure that the Council has a robust regulatory framework in place; that 

Council meetings are conducted in accordance with the adopted Standing Orders and that, as 

far as we are able to ascertain, no actions of a potentially unlawful nature have been or are 

being considered for implementation. 

 We have examined minutes of the Full Council and Standing Committees (except 

Planning) for the current financial year, to establish whether or not any issues exist that 

may have an adverse effect, through litigation or other causes, on the Council’s future 

financial stability. We note the extension of the services being / to be delivered and the 

various support grants and growth in Precept in 2013-14 and it would appear that 

several projects were on-going at the time of our initial visit: we shall monitor progress 

in these matters in the future;  

 We note that the Council’s extant corporate governance documentation in the form of 

Standing Orders, Financial Regulations, Terms of References for Committees, 

dispensation and Health and Safety Policies were re-affirmed by Full Council in both 

February and May 2013 and no further comment is necessary in this area; and 

 We note that the deliberations on the financial situation of the Council for 2014-15 was 

debated at length during the course of Committee and Council meetings during October 

to December 2013, finally resolving to adopt a Precept of £70,000 (excluding the 

Support Grant of £3,553). As discussed with the Clerk during the course of our visits, 

there was a minor typographical error in the formal minute to record this decision and 

this needs to be addressed at a future meeting, albeit retrospectively. 

 

We would also draw members’ attention to the recent 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 would draw attention to the recent JPAG (Joint 

Practitioners Accounting Committee) release of an update to the “Governance and 

Accountability for Local Councils – A Practitioner’s Guide” (copy attached) which provides 

further guidance on the safeguards that need to be implemented should councils change their 

approach to banking arrangements. NALC has also recently re-issued updated Financial 

Regulations that take account of these changes in legislation.  
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Conclusions and recommendations 

 

We shall continue to review minutes and monitor the Council’s approach to governance 

issues at future visits, also any changes that may be implemented in relation to the recent 

legislative changes affecting banking arrangements. 

 

R3. The Council should formally minute the correct Precept and Support Grant values at a 

future meeting. 

 

Review of Expenditure 
 

Our aim here is to ensure that: -  

 Council resources are released in accordance with the Council’s approved procedures 

and budgets; 

 Payments are supported by appropriate documentation, either in the form of an original 

trade invoice or other appropriate form of document confirming the payment as due 

and/or an acknowledgement of receipt, where no other form of invoice is available; 

 All discounts due on goods and services supplied are identified and appropriate action 

taken to secure the discount; 

 The correct expense codes have been applied to invoices when processed; and 

 VAT has been appropriately identified and coded to the control account for periodic 

recovery. 

 

We have considered the Council’s arrangements for the review, approval and authorisation of 

the release of funds in the year, noting that each cheque payment is subject to appropriate 

authorisation, scrutiny and approval by members at the monthly Council meetings: also noting 

that cheque stubs and Alpha schedules are similarly “signed off”. 

 

We have examined, due to the relatively low volumes arising in the year, all payments made 

during the year to 31
st
 March 2014 for compliance with the above criteria. We are pleased to 

report that no issues arise of any note from testing completed in this area, which also included 

the verification of the Clerk’s monthly personal expenditure claims. However, as noted 

elsewhere in this report, several cashbook anomalies were identified in relation to the Alpha 

postings of some of the payments. 

 

In relation to VAT, the current Clerk had properly submitted the outstanding recovery claim for 

the previous financial year (as a non-registered body, annual recovery on a manual basis via 

Form 126 is considered to be more than adequate), although we note that the amount claimed 

and received of £1,994 was slightly less than the closing debtor disclosed in the 2012-13 

Statement of Accounts at £2,012. In the absence of certain details for the prior years’ 

transactions, the Council may have to consider whether this difference of £68 should be written 

back to I&E in the current year, ideally with assistance from RBS Software.  

 

We understood that the 2013-14 reclaim was being completed at the time of our 1
st
 visit and 

will check on its satisfactory submission and repayment by HMRC at our next visit.   
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Finally in this area, we have visually examined the full nominal ledger, expenditure code 

transaction reports for the year to ensure there were no obvious errors or omissions, particularly 

in relation to periodic payments such as salaries and HMRC settlements, with no issues worthy 

of note remaining, following correction of the various cashbook anomalies noted above. 

  

Conclusions 

 

There are no formal recommendations arising in this area. 

 

Assessment and Management of Risk 
 

Our aim here is to ensure that the Council has put in place appropriate arrangements to identify 

all potential areas of risk of both a financial and health and safety nature, whilst also ensuring 

that appropriate arrangements exist to monitor and manage those risks in order to minimise the 

opportunity for their coming to fruition.  

 We note from our examination of minutes that the Council’s Health and Safety Policy 

was formally re-affirmed, whilst we also note from other documentation that the current 

Clerk has undertaken a detailed Lone Working / Home Office risk assessment. We have 

not yet identified any separate financial risk assessments but, with the low level of 

balances historically held (with so few services provided) and the established control 

systems in place over supplier payments, this is not considered a significant issue at 

present: the revised Audit and Accounts Regulations require due consideration of risk 

assessments at Full Council level (not at Committees) and the approval of Section 2 of 

the Annual Return should suffice in this area at present; and 

 The Council’s insurance cover is provided by Zurich plc: we have examined the current 

policy schedule (year ending 7
th

 January 2015) and consider that it met the needs of the 

Council in 2013-14: both Public and Employer’s Liability stand at £10 million, whilst 

Fidelity Guarantee cover is set at £25,000. However, moving forward, the latter may be 

considered too low (general “rule of thumb” being year-end cash balances plus half the 

precept, which would be in the region of £85,000 in 2014-15): we also note that there 

does not appear to be any coverage for the new play equipment. 

 

Conclusions and recommendations 

 

There are no significant matters arising in this area to warrant urgent action, although we 

would remind the Council of the need to develop appropriate financial risk assessments that 

should be subject to annual review, update (If appropriate) and re-adoption by Council.  

 

In order to assist development of such, we have provided the clerk with an electronic copy of 

a document in use by several of our clients and would also suggest that, in the longer term, 

consideration be given to the acquisition of available bespoke risk assessment software 

specifically developed by DMH Solutions (“Local Council Risk System - LCRS”), which is 

available over the internet at a cost of approximately £100 plus VAT: the software is very 

comprehensive identifying some 500 individual potential risk areas (not all of which are 

relevant to every council) which are scored for “likelihood” and “financial impact”, the 

product of which categorises them into varying degrees of risk from “high” to “not 

applicable” and affording excellent references  to all relevant legislation in an easy to read 

and identify format. 
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R4. The Council should endeavour to prepare (if necessary), or review and update if already 

in place, financial risk assessments as soon as practicable and annually, also considering 

the acquisition of the suggested LCRS software. 

 

R5. The Clerk should consider, in conjunction with members, an increase in the levels of 

Fidelity Guarantee cover, subject to due considerations of other controls / risk 

assessments and premiums, whilst the new play equipment should be added to the policy 

unless a formal decision has been taken to “self insure”. 

 

Budgetary Control & Reserves 
 

Our objective here is to ensure that the Council has a robust procedure in place for identifying 

and approving its future budgetary requirements and the level of precept to be drawn down 

from the local Unitary Authority: also, that an effective reporting and monitoring process is in 

place. We also aim to ensure that the Council retains appropriate funds in general and 

earmarked reserves to finance its ongoing spending plans, whilst retaining appropriate sums to 

cover any unplanned expenditure that might arise.  

 

As noted earlier in this report, the deliberations for the budgets and Precept for 2014-15 were 

concluded in December 2013, the Precept being approved at £70,000 (in accord with the formal 

submission to MKC), excluding the Support Grant of £3,553. As also noted, there was a minor 

typographical error in the minutes which needs formal approval for amendment. 

 

Our examination of minutes and other documentation provided sound indication that members 

are being provided with regular budget monitoring reports, based on the Alpha software 

facility. As indicated earlier in this report, some anomalies were identified in the cash book 

testing, which may have led to inconsistencies in the variances reported, although there are no 

items of significance. 

 

Finally in this area, we note that Total Reserves as at 31
st
 March 2014 stood at £59,769, a 

significant increase on the opening position of £21,577 due to the receipt of several significant 

grants for works as yet undertaken, such as the Sports and Social Club repairs and maintenance. 

Whilst the Alpha accounting records do not separately identify any specific Earmarked items 

going forward into 2014-15, a new bank account for the Social Club funds was opened in 

March 2014 with a balance in excess of £20,000 at the year end. Consequently, we must 

assume that the residual General Fund stands at approximately £39,000, which represents six 

months’ expenditure at current levels and is considered more than adequate to meet the needs 

of the Council at present. 

 

Conclusions 

 

There are no issues arising in this area of our review process that have not been noted 

elsewhere. 

 

Review of Income 
 

In this area of our review work, we aim to ensure that all income due to the Council is 

identified, invoiced (where applicable) and recovered at the appropriate rate and within a 

reasonable time scale, also that it is banked promptly in accordance with the Council’s 
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Financial Regulations. The Council has, hitherto, had very limited income excluding the 

Precept (less than £4,000 in 2012-13), although in 2013-14 it increase to almost £40,000 due to 

the receipt of significant grants in the region of £37,500 for play area refurbishments, Sports 

and Social club repairs and maintenance, Jubilee graveyard works and the “Council Tax 

Support Grant”. Other income arises basically from allotments (£500) and Social Club rents 

(£2,000). 

 We are pleased to note that members have reviewed and approved revised fees and 

charges for allotment lettings; 

 We also note that negotiations were underway for a new lease for the rental of the 

Sports and Social Club, detail of which was not finalised at the time of our review; and 

 We have ensured that all receipts arising on the bank statements for the year have been 

properly entered in the cashbooks and posted appropriately to the Alpha nominal ledger 

codes. 

 

Conclusions 

 

No further issues arise in this area of our review process this year. 

 

Petty Cash Account 
 

Whilst the Council does not operate a formal petty cash scheme, the Clerk does incur personal 

expenses in the course of his activities: these are appropriately analysed each month. As noted 

earlier in this report, we have checked and agreed each month’s transactions to supporting 

supplier invoices / till receipts with no matters arising. However, the methodology of re-

imbursement would appear to have led to some confusion with regard to cashbook entries as 

identified in detail at the time of our first visit. 

 

The Clerk is periodically provided with a lump sum (generally £300), which he banks 

personally and subsequently draws upon it as and when each item of expenditure is incurred: 

no specific reconciliation of the sum of the costs incurred compared with the advance payments 

for the year were available at the time of our review and it appears likely that the Clerk was 

currently “out of pocket”, although we did not have the opportunity to undertake further work 

in this area ourselves.  

 

Additionally, there was a certain amount of duplication in the nominal ledgers and cashbook, 

because the occasional re-imbursements were posted in addition to every individual item of 

expenditure incurred, which were of course not specifically drawn from the Council’s bank 

account. 

 

We were able to assist the Clerk to raise the necessary correcting journal entries at our second 

visit to ensure that the year-end expenditure outturn and bank reconciliations could be finalised. 

 

Conclusions and recommendations 

 

R6. The Clerk should consider alternative proposals to be presented to members in relation 

to his “out-of-pocket” expenses: if practical, monthly out-of-pocket expense claims 

should continue to be drawn up, as at present, with subsequent settlement by cheque, 

without the need for round sum advances and postings to the cashbook. However, we 
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acknowledge that this will require the Clerk to use private resources for a period and 

this may not be considered appropriate. Alternatively, the clerk could be provided with 

an “imprest” cash advance, which would remain in the accounts as a fixed cash 

balance.  

 

R7. Additionally, the Clerk should, if not already completed, prepare a reconciliation of his 

overall outgoings for the year in comparison with the round sums received as it 

appeared likely he was currently underpaid.  

 

Review of Salaries 
 

In examining the Council’s payroll function, we aim to confirm that extant legislation is being 

appropriately observed as regards adherence to the Employee Rights Act 1998 and the 

requirements of HM Revenue and Customs (HMRC) legislation as regards the deduction and 

payment over of income tax and NI contributions. 

 

Payroll preparation has continued to be undertaken by a local third party bureau provider 

(Connolly LLP) using appropriate bespoke software: the Clerk is the only employee and we 

have:- 

 Checked the salary applied in 2013-14 to the Council approved NJC spinal point; 

 Checked the computation of tax and national insurance deductions for the year; 

 Ensured that the appropriate PAYE codes were being applied; 

 Checked payment of the calculated net salary to the employee; and 

 Examined the appropriate nominal ledger expenditure code reports to ensure accurate 

posting of the costs incurred. 

 

Conclusions and recommendation 

 

As discussed with the Clerk during the course of the first visit, two issues were identified in 

this area and detail provided accordingly. Firstly, the monthly standing order for the net 

payment due had remained unchanged to that paid in 2012-13. However, as a result of the 

improvement in the personal “tax free” allowances for 2013-14, effective April 2013, the 

computed net pay from the bureau’s software was duly increased and reported, but no 

changes to the actual payments were implemented; the ensuing shortfall amounted to £24 

per month throughout the year. 

 

Secondly, we noted that the national NJC approved pay award of 1% “across the board” had 

not been considered for implementation by the Council: if agreed in retrospect the under-

payment would be approximately £175. 

 

R8. Members should determine whether any further action should be taken in relation to the 

apparent underpayments arising last year with the Clerk ensuring that the net payments 

for 2014-15 are revised in accord with the bureau’s computations following a further 

increase in personal allowances effective from April 2014. 
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Asset Registers 
 

The Accounts and Audit Regulations 1996, as amended from time to time, require all Councils 

to develop and maintain a register of assets identifying detail of all land, buildings, vehicles, 

furniture and equipment owned by the Council.  

 

We note that the overall values of assets disclosed in the previous Annual Returns for 2011-12 

and 2012-13 remained unchanged at £4,286 but were unable to readily identify the composition 

of the underlying detail. During 2013-14, significant costs were incurred in the play area 

refurbishment and purchase of notice boards, the costs of which were added to the value 

brought forward and disclosed at Box 9, Section 1 of the Annual Return for 2013-14. 

 

Conclusions and recommendation 

 

There are no issues arising in this area to warrant formal recommendation at present: 

however, we consider that further efforts should be undertaken to identify the basis of 

previous asset values, although we acknowledge that the Clerk has experienced previous 

difficulties in obtaining prior year documentation.  

 

R9. A formal register of the Council’s assets should be maintained and, if already in existence 

and found, be updated to include the new acquisitions in 2013-14. In lie with best 

practice, the register should identify detail of each asset, its purchase cost (where known), 

where sited in the parish and, ideally, the insured cost.   

 

Investments and Loans 
 

The Council holds no long-term investments warranting separate disclosure in the Accounts 

nor does it have any loans either repayable by, or to, it. 

 

Statements of Account and Annual Return 
 

Further to our second visit, we have ensured that all the necessary corrections to the cashbook 

anomalies and any other matters arising were recorded in the Alpha software and have utilised 

the revised out-turn detail to assist the Clerk, in accord with the original quotation 

requirements, bring the year-end to a conclusion with the completion of the Annual Return and 

appropriate supporting documentation for submission to the external auditors. 

 

Conclusions  

 

No further issues have been identified in this area of our review process to warrant formal 

comment or recommendation and we have, consequently “signed off” the Internal Audit 

Certificate at Section 4 of the Annual Return for the year assigning appropriate assurances 

in each relevant category, with certain caveats in relation to cashbook transactions and bank 

reconciliations. 

 



Action Plan       
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Rec. 

No. 

Recommendation Response 

Accounting Records and Bank Reconciliations  

R1. In order to ensure that members demonstrate the effective discharge of their fiduciary 

responsibilities, a nominated member should undertake routine scrutiny of cashbooks, bank 

reconciliations and journals, signing them off accordingly having reviewed the detailed content for 

any anomalies. 

 

 

R2. The clerk should pursue further software training and support as considered appropriate. 

 

 

Review of Corporate Governance  

R3. The Council should formally minute the correct Precept and Support Grant values at a future 

meeting. 

 

 

Assessment and Management of Risk  

R4. The Council should endeavour to prepare (if necessary), or review and update if already in place, 

financial risk assessments as soon as practicable and annually, also considering the acquisition of the 

suggested LCRS software. 

 

 

R5. The Clerk should consider, in conjunction with members, an increase in the levels of Fidelity 

Guarantee cover, subject to due considerations of other controls / risk assessments and premiums, 

whilst the new play equipment should be added to the policy unless a formal decision has been taken 

to “self insure”. 

 

 

Petty Cash  

R6. The Clerk should consider alternative proposals to be presented to members in relation to his “out-

of-pocket” expenses: if practical, monthly out-of-pocket expense claims should continue to be drawn 

up, as at present, with subsequent settlement by cheque, without the need for round sum advances 

and postings to the cashbook. However, we acknowledge that this will require the Clerk to use 

private resources for a period and this may not be considered appropriate. Alternatively, the clerk 

could be provided with an “imprest” cash advance, which would remain in the accounts as a fixed 

cash balance.  

 

 

 

R7. Additionally, the Clerk should, if not already completed, prepare a reconciliation of his overall 

outgoings for the year in comparison with the round sums received as it appeared likely he was 

currently underpaid.  

 

 



Action Plan       
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Rec. 

No. 

Recommendation Response 

Salaries and Wages  

R8. Members should determine whether any further action should be taken in relation to the apparent 

underpayments arising last year with the Clerk ensuring that the net payments for 2014-15 are 

revised in accord with the bureau’s computations following a further increase in personal allowances 

effective from April 2014. 

 

 

Asset Registers  

R8. A formal register of the Council’s assets should be maintained and, if already in existence and found, 

be updated to include the new acquisitions in 2013-14. In lie with best practice, the register should 

identify detail of each asset, its purchase cost (where known), where sited in the parish and, ideally, 

the insured cost. 

 

 

 

 


