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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. We at Auditing Solutions Ltd were appointed to provide the 

service initially for 2013-14. This report sets out the results of those areas examined during our 

visit to the Council for 2014-15, which took place on 20th May 2015 and subsequently at our 

offices once the year’s Alpha accounts had been successfully balanced and closed-down.  

 

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: however, 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 Report in the Council’s Annual Return, assigning positive responses or, if 

relevant, 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 
 

We have completed our review for the year with a number of issues identified that require 

positive action to strengthen existing controls and working practices. Whilst the majority of the 

systems and financial controls continue to operate generally effectively, we found that the 

available information in the Alpha accounting software had not been recorded in an appropriate 

manner to facilitate translation onto the Annual Return at Section 1, which now forms the 

statutory accounts of the Council subject to external audit review and certification. 

 

At our suggestion, the clerk has sought assistance from the accountancy software provider who 

has managed to successfully balance and close down the accounts for the year. Even so, we 

have noted a few residual issues on the accounts as they currently stand that require appropriate 

resolution, detail of which is in the detailed report following. 

  

On the basis of the work undertaken during our visit this year, we have duly “signed off” the 

Internal Audit Report at Section 4 assigning positive assurances in the appropriate areas with 

appropriate caveats in those areas where either action remains to be taken or the control 

objective has not been met in the year. 
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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 by many councils at this 

tier of local government. As a consequence, we have: - 

 Checked and agreed the opening trial balance detail with that in the 2013-14 Statement 

of Accounts; 

 Noted that the cost centre and expenditure coding structure is appropriate for the 

management needs of the Council in terms of controlling expenditure; 

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

transactions on the Lloyds Treasurer’s account be reference to the supporting bank 

statements for the year. Several anomalies were identified during our visit, with entries 

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

not matched with bank statement transactions and a number of cheques drawn in April 

2015 included as though they were issued prior to the financial year-end (i.e. 31
st
 March 

2015). Detail of each specific item was left with the Clerk at the conclusion of our visit 

and subsequently we understand that the software provider RBS has corrected the 

mispostings, although in the revised software back-up detail provided subsequently, we 

still note that the cheques drawn in April 2015 have not been reversed for re-entry in the 

ledger / software for 2015-16: and 

 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 2015 to the final Alpha Trial Balance, with no further 

issues arising. 

 

Conclusions and recommendation 

 

As reported last year we consider it essential that periodic bank reconciliations are 

undertaken, at least quarterly, and are subject to independent check by a nominated 

councillor to ensure that they are appropriate: the reconciliation should be undertaken at the 

close of each quarter and prior to any further transactions being entered as, once they are 

recorded the cashbook balance will alter accordingly and not match that shown on the bank 

reconciliation statement. Consequently, the clerk should also print the Trial Balance at the 

same time as the bank reconciliation is undertaken. 

 

The councillor’s is review should ensure that the bank balance and cashbook balances 

match the supporting bank statement and cashbook / Trial Balance detail at the date of 

reconciliation and that the reconciliation contains no anomalous entries or long-standing 

uncleared cheques.  
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We consider that the Clerk remains relatively in-experienced in this area and would again 

reiterate that we consider he requires and would benefit from specific training from the 

software supplier (RBS Rialtas) in its use. 

 

Due to the apparent anomalous inclusion of April 2015 payments in the accounting records, 

the clerk should, probably with support from the software supplier, ensure that these 

transactions are removed from the 2014-15 accounts and that revised appropriate 

information is produced by the software for inclusion in Section 1 of the year’s Annual 

Return. 

 

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 and questioned any anomalous entries existing. 

 

R2. The Council should ensure that the is provided with appropriate training in use of the 

software in order that the full benefits of the software’s output both in financial and 

budget reporting data are available routinely to the Council to assist in making effective 

financial management decisions. 

 

R3. Further assistance should be sought from the software supplier to ensure that payments 

drawn / arising after 31
st
 March 2015 are excluded from the 2014-15 accounting records, 

and included in that for 2015-16. 

 

Review of Corporate Governance 

 

Our objective here 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 (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 that the Council’s extant corporate governance documentation in the form of 

Standing Orders; Financial Regulations; Terms of Reference for Committees; 

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

February and May 2013, seemingly without subsequent review and / or update to reflect 

recent legislative changes. NALC has issued revised model Standing Orders and 

Financial Regulations and we suggest that these be obtained and used to update the 

Council’s extant, but now potentially “out-of-date” documentation; and 

 We also noted that, whilst detail of grant approvals for payment are being minuted, the 

relevant powers are not being identified. 

 

Conclusions and recommendations 

 

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

issues at future visits.  We have, as indicated above, identified the need to review and update 

extant governance documentation to reflect the impact of recent legislative changes in 

relation to, inter alia, the Transparency Code; filming and recording of meetings and repeal 
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of Section 150(5) of the 1972 Act in relation to the legal requirement for two members to sign 

all payable order: also to granting of dispensation for use of electronic banking facilities. 

 

R4. The Council should review both the Standing Orders and Financial Regulations to reflect 

recent legislative changes, ideally basing the revised documents on the latest NALC 

model documentation. 

 

R5. Members should ensure that, when approving the payment of grants and donations, they 

consider the powers being relied on for such approvals: the minutes should formally 

identify those powers in order that members may effectively demonstrate their 

acknowledgement of compliance with extant legislation. 

 

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 their relatively low volume, all payments made during the year to 

for compliance with the above criteria. We are pleased to report that no issues arise of any note 

from testing completed in this area, other than in relation to the need to record transactions in 

the appropriate financial year (as referenced above): we have also reviewed and verified the 

accuracy of the Clerk’s monthly personal expenditure claims.  

 

At the time of our visit, the Clerk had not submitted the VAT claim for the previous financial 

year, although we noted that it was in the final stage of preparation. 

 

Finally in this area, we have visually examined a sample of nominal ledger, expenditure code 

transactions 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 the software supplier’s correction of the various cashbook anomalies 

noted above. 
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Conclusions 

 

There are no additional 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, also noting, from other documentation provided, that the 

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

2014 revision to the  Governance and Accountability Manual – “The Practitioner’s 

Guide” places a mandatory responsibility on all councils to review and re-adopt 

formally at least once annually their financial and other relevant risk assessments; and 

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

policy schedule and consider that it meets the present needs of the Council with both 

Public and Employer’s Liability at £10 million and Fidelity Guarantee cover set at 

£100,000.  

 

Conclusions and recommendations 

 

There are no 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 are 

mandatorily required to be subjected to annual review, update (If appropriate) and re-

adoption by Council.  

 

R6. The Council should endeavour to prepare, or review and update if already in place, 

financial risk assessments as soon as practicable, also ensuring compliance with extant 

mandatory requirements: consideration should also be given to acquiring the previously 

suggested LCRS (Local Council Risk System) software to assist in the process. 

 

Precept Determination and Budgetary Control 
 

In this area of our coverage, we aim to ensure that the Council has sound procedures in place 

for the determination of its annual budget and also for monitoring and managing available 

resources throughout the financial year.  

 

The Council has again, as evidenced by the supporting documentation and minutes, undertaken 

an appropriate exercise in determining the budget and precept requirement for 2015-16: we 

note that the year’s final draft precept was approved and adopted by full Council at £71,127, 

plus Council Tax Support Grant Funding of £1,885.42 at its meeting in December 2014. 

 

We are pleased to note that regular budget monitoring reports are presented to members 

generally monthly, also noting that periodic virements are approved, where applicable, to meet 

current spending priorities. We have also examined the current year’s budget outturn in 

conjunction with the update of our year-on-year analysis of income and expenditure levels 

seeking explanations for any significant variances in existence. 
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As identified last year and again 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 appear to be no items of significance. 

 

Finally in this area, we note that General Reserves as at 31
st
 March 2015 stood at £59,769, a 

significant increase on the opening position of £21,577. 

 

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 

Financial Regulations. The Council has very limited income other than the annual Precept and 

the Council Tax Support Grant, arising basically from allotments (£500) and Social Club rents 

(£2,700). 

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

charges for allotment lettings; 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 issues arise in this area of our review process this year. 

 

Petty Cash Account 
 

The Council operates a formal petty cash scheme used to defray the Clerk’s expenses incurred 

in the course of his activities, detail of which are recorded and analysed appropriately on a 

regular basis. We have similarly checked and agreed detail of these transactions to supporting 

supplier invoices / till receipts and to the cash book set up as a control for these expenses with 

no matters arising.  

 

We note that the Clerk has set up a separate bank account specifically for this purpose, which 

we understand is in his name rather than that of the Council. All bank accounts holding public 

funds must be “owned” by the Council and not be opened in the name of an individual. If the 

need for such a bank account genuinely exists, it should be in the name of the Council, 

although we would, ideally, suggest that these funds be held purely on a cash basis with the 

current periodic round sum “top-ups” used to draw cash, which should ideally be kept in a 

secure separate cash tin by the clerk and be the subject of periodic verification by a member. 
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Conclusions  

 

We acknowledge the need for the existence of a petty cash account to defray the clerk’s “out-

of-pocket” expenses, and suggest that the relevant funds be held in cash form rather than in 

a bank account: it is certainly unacceptable for a bank account holding public funds to be 

vested solely in the name of an employee. 

 

R7. The personal bank account should be closed immediately and if operation of such an 

account is deemed necessary by members, a new account should be opened solely in the 

name of the Council with an appropriate bank mandate in place duly signed by members. 

 

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 2014-15 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 our 2014-15 review visit, two issues were 

identified in this area and detail provided accordingly. Firstly, we noted that the monthly 

standing order for the clerk’s net salary payment had remained unchanged to that paid in 

2012-13: we now similarly note that no further change has occurred, despite changes in tax 

codes in both 2013-14 and 2014-15, which would have affected the subsequent net salary 

payments due to the clerk. 

 

Secondly, we noted last year that the national NJC approved pay award of 1% in 2013-14 

“across the board” had not been implemented nor has the more recent 2% pay award 

applying to national pay scales from 1
st
 January 2015. 

 

During our visit in May 2015 we also identified that the Clerk’s employment contract shows 

that he should be paid on scale point 27: however, examination of the salary payments being 

made indicates that payment is being made on scale point 26. 

 

The net result of the above is that the Council is, we understand, using an external 

contractor to prepare the monthly payroll, but that the net salary payments made to the clerk 

are not being paid in accordance with the resultant monthly payroll output data. This has 
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resulted in potentially significant underpayments to the clerk over the past two years, which 

we can only assume will be continuing into 2015-16. The application of the incorrect basis 

for making monthly salary payments may also impact on the tax & NI payments being made 

to HMRC. 

 

R8. The Council should ensure that the national pay awards are being implemented 

appropriately, formally minuting agreement. 

 

R9. The clerk’s monthly net pay arrears should be calculated and paid accordingly: future 

monthly salary payments should be made precisely in accordance with the payroll net 

pay values generated by the payroll system in use (if a fixed standing order is to continue 

in payment a supplementary payment for any balance due should also be paid each 

month.  

 

Asset Registers 
 

The Governance and Accountability Manual requires all councils to maintain a record of all 

assets owned. We have checked and ensured that the appropriate principles have been applied 

in the detail recorded in the Council’s Asset Register, noting that it has been prepared using 

purchase cost values or where that value is unknown at the previous year’s Return level or 

uplifted or decreased to reflect the acquisition or disposal of assets: this is in line with the 

extant reporting requirements. 

 

Conclusions  

 

There are no issues arising in this area to warrant formal recommendation: however, the 

value of the playground equipment should be reviewed and an appropriate adjustment be 

made to the Annual Return detail, if the figures for last year included installation costs as 

well as the cost of the equipment. The percentage decrease in value if above 10% variance 

will require explanation to the external auditors. 

 

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 
 

We have discussed the cash book anomalies and the other matters arising with the clerk, detail 

of which are set out in the preceding paragraphs. We have now subsequently been advised that 

the accountancy software provider (RBS Rialtas) have assisted the Clerk in completing the 

adjustments to facilitate production of the year-end annual Accounts Report and Return. This 

will enable the year-end to be brought to a conclusion with the completion of the Annual 

Return and appropriate supporting documentation for submission to the external auditors, 

subject to our further query in relation to the inclusion of April 2015 payments in the 2014-15 

Accounts. 
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Conclusions  

 

No 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 Report at 

Section 4 of the Annual Return for the year assigning appropriate assurances in each 

relevant category, with certain caveats in relation to Financial Risk Assessments and the 

appropriate maintenance of accounting records. 

 



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 and 

questioned any anomalous entries existing. 

 

 

R2. The Council should ensure that the is provided with appropriate training in use of the software in 

order that the full benefits of the software’s output both in financial and budget reporting data are 

available routinely to the Council to assist in making effective financial management decisions. 

 

 

R3 Further assistance should be sought from the software supplier to ensure that payments drawn / 

arising after 31
st
 March 2015 are excluded from the 2014-15 accounting records, and included in that 

for 2015-16. 

 

 

Review of Corporate Governance  

R4 

 

The Council should review both the Standing Orders and Financial Regulations to reflect recent 

legislative changes, ideally basing the revised documents on the latest NALC model documentation. 

 

 

R5 Members should ensure that, when approving the payment of grants and donations, they consider the 

powers being relied on for such approvals: the minutes should formally identify those powers in 

order that members may effectively demonstrate their acknowledgement of compliance with extant 

legislation. 

 

 

Assessment and Management of Risk  

R6 The Council should endeavour to prepare, or review and update if already in place, financial risk 

assessments as soon as practicable, also ensuring compliance with extant mandatory requirements: 

consideration should also be given to acquiring the previously suggested LCRS (Local Council Risk 

System) software to assist in the process. 

 

 

Petty Cash Account  

R7 The personal bank account should be closed immediately and if operation of such an account is 

deemed necessary by members, a new account should be opened solely in the name of the Council 

with an appropriate bank mandate in place duly signed by members. 

 

 

 



Action Plan       
 

Loughton & Great Holm PC: 2014-15 05/01/2016 Auditing Solutions Ltd 

 

  

 

Rec. 

No. 

Recommendation Response 

Salaries and Wages  

R8 The Council should ensure that the national pay awards are being implemented appropriately, 

formally minuting agreement. 

 

 

R9 The clerk’s monthly net pay arrears should be calculated and paid accordingly: future monthly salary 

payments should be made precisely in accordance with the payroll net pay values generated by the 

payroll system in use (if a fixed standing order is to continue in payment a supplementary payment 

for any balance due should also be paid each month. 

 

 

 


