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Background and Scope 
 

The Accounts and Audit Arrangements 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 complied with the requirements 

in terms of independence from the Council decision making process at the outset 

appointing Auditing Solutions Ltd to provide the service to the Council: this report sets out 

those areas examined during the course of our three visits to the Council for 20xx-yy, 

which took place in September 20xx, January & April 20yy, together with work on the 

Accounts at our own offices. 

 

Internal Audit Approach 
 

In undertaking our review for 20xx-yy, we have continued to pay due regard to the 

materiality of transactions and their susceptibility to potential misrecording or 

misrepresentation in the year-end Statement of Accounts, as summarised in the Council’s 

statutory Annual Return for the year. Any issues identified in the course of that work are 

set out in the body of the report with a summary of any recommendations arising in the 

Action Plan at its end. Issues raised following our first visit to the year are also included 

therein, together with the Council’s reactions and responses to those matters. 

 

We have, at this final visit, extended cover to include transactions in areas examined at our 

previous visits for the full financial year in order to help inform our overall assessment of 

the continued effectiveness of the Council’s financial control systems.  

 

Overall Conclusion 
 

We are pleased to conclude that, for those areas examined, the Council’s financial systems 

continue to operate effectively with no significant issues identified. We would suggest 

that, now that a stabilised work force has been agreed following the recent staffing review, 

consideration should be given to the development of further more detailed policies and 

protocols covering governance issues: in order to assist in their development, we have 

provided the newly appointed permanent Town Clerk with specimen documents acquired 

from various other clients of ours, which we consider represent good or best practice. We 

appreciate that there are currently other more pressing issues and will monitor progress on 

the development of these procedures at future visits. 

 

We also note that, due to staffing changes, etc, no further action has been possible to 

update and ensure the accuracy of the Council’s Asset Register: we understand that the 

Clerk is considering seeking assistance from the Council’s contract accountants to bring 

this work to a satisfactory conclusion in the first half of 20xx-yy. 

 

Our final visit has taken place in advance of preparation of the Statements of Accounts and 

Annual Return detail for 20xx-yy by the Council’s external accounting contractor: 

consequently, we will obtain copies of the relevant documentation and verify detail to the 

underlying records prior to submission of the Annual Return to the external auditors for 

review and certification in order to provide assurance to the Council of its accuracy and 

avoid unnecessary additional external audit fees and charges. 
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Detailed Report 
 

Review of Accounting Arrangements & Bank Reconciliations 
 

Our objective here is to ensure that the Council’s accounting records are being maintained 

accurately and currently and that no anomalous entries appear in cashbooks or financial 

ledgers. We note that an external accounting contractor provides the basic accounting 

function for the Council, which affords a higher level of security and results in greater 

segregation of duties than may otherwise have been anticipated. Consequently, we have, to 

date: - 

 Agreed the opening balances brought forward in the financial ledger to the detail in 

the Balance Sheet incorporated in the 20aa-bb Statement of Accounts and Annual 

Return; 

 Verified that the financial ledger remains “in balance” at year-end; 

 Ensured that a comprehensive, meaningful and appropriate nominal coding 

schedule, together with cost centres, remains in place; 

 Checked and agreed transactions in cashbook 1 to the relevant bank statements for 

April, July  & December 20xx and March 20yy;  

 Similarly checked and agreed all transactions in cashbook 2 to the relevant bank 

statements for the financial year to 31
st
 March 20yy; and 

 Verified the content and accuracy of bank reconciliations as at 30
th

 April, 31
st
 July 

& December 20xx and March 20yy. 

 

Conclusions 

 

We are pleased to record that no issues have been identified in this area, the accounting 

records being balanced at the end of each month and formal bank reconciliations being 

prepared.  

 

Review of Corporate Governance 
 

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

place, that Council and Committee meetings are conducted in accordance with the adopted 

Standing Orders and that no actions of a potentially unlawful nature have been or are being 

considered for implementation. To meet that objective, we have to date:  

 Extended our review of the Council and its standing committee minutes for the full 

financial year to ensure that no issues affecting the Council’s financial stability 

either in the short, medium or long term exist, also that no legal issues are in 

existence whereby the Council may either be considering or have taken decisions 

that might result in ultra vires expenditure being incurred; and 

 Noted that the review of Standing Orders has been completed with the updated 

document formally adopted by the Council during the financial year: we 

understand that the Financial Regulations will be the subject of further review 

following the May 20yy elections and will also take account of any changes in the 

model document that is being updated currently by NALC. 
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Conclusions and recommendation 

 

No matters of concern have been identified in this area.  

 

Furthermore, in order to assist the Council further develop its regulatory framework, we 

have provided the Clerk with a raft of appropriate governance and similar 

documentation, obtained from other clients, that should be considered for application at 

the Council to further strengthen its own regulatory framework. We note, at this final 

visit, that the Council has agreed the need for the documentation to be produced, 

although action will not be regarded as a high priority at present and will be addressed 

as soon as the Clerk has more time at her disposal. 

 

We also, at our previous visit, reminded officers and members of the probable imminent 

relaxation of the legal requirement for two councillors to sign all payable orders and 

approve formally the use of internet banking: this will obviously impact on the Council’s 

financial management arrangements and should be born in mind when reviewing and 

updating Financial Regulations. 

 

R1. In order to ensure that the Council is adequately covered with appropriate, current 

and comprehensive corporate governance documentation, members should give 

serious consideration to the development of appropriate supplementary policy and 

procedural documentation to that detailed in the extant Standing Orders and 

Financial Regulations.  

 

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 suitable 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; 

 An official order has been raised on each occasion that one would be anticipated; 

 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 extended testing in this area reviewing a sample of payments processed during 

the financial year totalling £xyz,000 and equating to xx% of all non-pay related payments 

made in the year. As indicated in our previous reports, we have adjusted the basis of our 

test sample this year to ensure that a wider range of expenditure headings, whilst also 

providing assurance that a significant proportion (financially) of transactions are 

examined. Consequently we have set our test sample to include all non-pay payments in 

excess of £2,500 plus every 30
th

 non-pay payment in the year to date.  
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Conclusions 

 

We are pleased to report that no issues have been identified in this area of our review 

and that the Council continues to operate sound controls over the approval and release 

of funds. However, given the probable legislative change relating to the legal 

requirement for two councillors to sign all payable orders, we would suggest that 

compliance with members fiduciary responsibilities would be further demonstrated were 

those approving payments and signing cheques to initial the invoices themselves. We 

would further suggest that a suitable rubber stamp be acquired and be applied to each 

invoice identifying current detail such as date of payment, cheque no., the Clerk’s 

certification and budget / cost centre code and processing reference number applying, 

together with members initials confirming examination of the invoice and approval of 

the release of funds.  

 

R2. Consideration should be given to the acquisition and use of a rubber stamp to be 

imprinted on each invoice identifying all detail as recorded in the body of the report, 

together with the Clerk’s and members authorisation for funds to be released.  

 

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 are pleased to note that the Council has undertaken a further update review of 

the financial risks to which it is potentially exposed, employing the services of their 

contract accountants to assist in facilitating the revised assessments, which were 

presented to and adopted by the Policy and Resources Committee at the March 

20yy meeting. We have reviewed the content of the output and consider that it is 

appropriate and accurately reflects the Council’s position in this respect.   

 We noted previously that the Council changed its insurer in 20vv-xx and has 

renewed its cover for 20xx-yy with Aviva (formerly Norwich Union). We have 

examined the current year’s insurance schedule to ensure that appropriate cover 

remains in place to meet the Council’s needs in all areas, although, as highlighted 

previously, Fidelity Guarantee cover remains considerably below the level of funds 

held on average during the course of the financial year: we note that the Council 

has determined to retain cover at the present level, considering that its operative 

internal controls afford appropriate insurance cover in this area. 

 

Conclusions 

 

No matters arise warranting formal observation or comment in this area of our review 

process. We shall continue to monitor the Council’s approach to risk management, 

ensuring at future visits that the identified risks are addressed in accordance with the 

agreed time scale as reported and adopted by members in the LCRS Action Plan recently 

adopted. 

 



 

XYZ TC: 20xx-yy (Final)  Auditing Solutions Ltd 

  

Review of Income  
 

In examining the Council’s sources of income, we aim to establish that robust procedures 

are in place to ensure that all income due to the Council is identified and invoiced 

accordingly, that arrangements for the secure handling of any cash income are in place and 

that income due to the Council is recovered within a reasonable time span.  

 

We have examined detail of the income arising from allotment rents and other sources for 

the current year, ensuring that moneys received are banked intact and promptly with no 

issues arising.  

 

We have again examined the Sales Ledger “Unpaid debtors report” noting that that one 

debt still remains uncleared since March 2006 (£xxx), marginally offset by the receipt of 

£yyy, which has not been matched to the specific invoice. 

 

Conclusions  

 

No issues have been identified in this area other than in regard to the length of certain 

outstanding debts. We shall, on receipt of the year-end Accounts and closedown detail of 

the accounting system, check the status of outstanding debts to determine whether or not 

there has been any further movement. 

 

Petty Cash Account 
 

Whilst the amount spent through the Council’s petty cash account is limited, we are 

required, as part of the annual Internal Audit certification process on the Annual Return, to 

assess the soundness of controls in this area of the Council’s financial activities. 

 

Consequently, we aim to ensure that a trade invoice or relevant till receipt supports petty 

cash payments and that, where applicable, VAT has been identified for recovery. We have 

consequently: - 

 Ensured that reimbursement cheques are correctly recorded in both the main 

cashbook and the petty cash account; 

 Examined a sample of petty cash account transactions for July and August 2010 to 

ensure that an appropriate till receipt or trade invoice supported them; and 

 Undertaken a physical check of the cash and vouchers held to verify existence of 

the £300 petty cash imprest holding. 

 

Conclusions 

 

No issues have arisen from our review of the Council’s petty cash system and physical 

cash retained at the time of our visit with no matters arising. 

 

Salaries and Wages 
 

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

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

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

deduction and payment over of income tax and NI contributions, together with meeting the 
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requirements of the local government pension scheme, as further amended, as regards 

contribution percentage bandings, with effect from 1
st
 April 20xx. To meet that objective, 

we have examined and verified: - 

 Salary payments processed in July 20xx for each employee to the Council 

approved NALC pay scale; 

 Income tax and NI deductions from employees’ and employer’s NI contributions 

for July 20xx salaries to the current year’s HMRC Tax & NIC tables; 

 Agreed superannuation deductions and employer’s contributions for July 20xx, 

ensuring compliance with the revised scale of deductions / contributions; 

 That time sheets and travel claims have been completed for all relevant staff and 

have been certified as correct for payment; and  

 Verified that the year-end HMRC returns have been completed and submitted in 

accordance with the required timescale. 

 

Conclusions and recommendation 
 

We are pleased to report that no significant issues have arisen in this area of review, an 

effective control system continuing to operate. However, we identified one anomaly in 

that the payroll provider has not amended the pension contribution rate for the Acting 

Town Clerk following her assuming the role, her percentage rate should be increased 

from 6.5 to 7.2 from the date of appointment. We understand that the pension fund 

administrator’s policy in such cases is for the adjustment to take place at the start of the 

subsequent financial year: we shall therefore ensure that the appropriate contribution 

rate is applied at our interim visit for 20xx-yy in due course. 

 

Asset Register / Inventory 
 

The 1996 Accounts and Audit Regulations required all Councils to maintain an 

inventory/Register of Assets. The Council has a suitable register in place although in the 

main it is now several years out-of-date.  

 

The Council’s detailed Accounts prepared by the external contract accountant contain 

asset valuations based on the most recent professional valuations and updated as and when 

appropriate to reflect the addition and deletion of assets subsequent to that date. Whilst this 

would appear to be appropriate, we would again stress the need for completion of the 

review and update process for the asset register to ensure that detail of all assets owned by 

the Council is accurately reported in the Statement of Accounts and that the Council’s 

insurance policy reflects appropriate and accurate detail of individual and groups of assets 

owned, so that the appropriate premium is paid and that the Council is neither over nor 

under-insured. 

 

Conclusions and Recommendations 

 

We are satisfied that the Statement of Accounts and Annual Return detail of asset 

values is materially accurate, although, in the absence of a formal and up-to-date 

inventory / asset register, potential exists for errors and omissions to exist. Whilst we 

acknowledge the recent staffing and resource difficulties, we consider that this area 

should be given due attention with the asset register / inventory brought up to date as 

soon as is practicable. 
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R3. The Council should ensure that appropriate resources are made available to update 

the asset register in order that the true value of the Council’s asset stock is 

identified and maintained currently in future. 

  

Investments and Loans 
 

The Council has no funds placed in investment accounts currently, other than by way of 

interest earning deposits in bank accounts. 

 

Following agreement by the Council to proceed with the acquisition of QQQQ, approval 

was sought and granted for a loan to finance the purchase of the premises.  

 

We have checked and agreed detail of the two half-yearly repayments made for 20xx-yy 

to the PWLB repayment “invoices” and will, on receipt of the year-end Accounts, ensure 

that the correct value of outstanding loan liability is disclosed in the Annual Return at 

Section 1. 

 

Statement of Accounts & Annual Return 
 

As indicated in the preceding paragraphs, we shall, on receipt of the detail from the 

contract accountants, examine the year-end detailed Statement of Accounts and ensure that 

it is consistent with the underlying accounting records and other supporting documentation 

and, similarly, that the entries in the Annual Return at Section 1 are consistent with the 

Accounts detail. 

 

We shall report any conclusions as a result of that review as an addendum to this report. 

 

Conclusions 

 

Notwithstanding the absence of the detailed year-end Accounts and in order to avoid the 

risk of potential loss in the postal system, we have signed off the Internal Audit 

Certificate in the Annual Return during the course of our visit assigning positive 

assurances in each relevant area. 
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Rec. 

No. 

Recommendation Response 

Review of Corporate Governance  

R1 In order to ensure that the Council is adequately covered with appropriate, current and 

comprehensive corporate governance documentation, members should give serious consideration to 

the development of appropriate supplementary policy and procedural documentation to that detailed 

in the extant Standing Orders and Financial Regulations. 

 

This will be addressed in due course as and when the Clerk 

has sufficient time to act accordingly in this area. 

Review of Expenditure  

R2 Consideration should be given to the acquisition and use of a rubber stamp to be imprinted on each 

invoice identifying all detail as recorded in the body of the report, together with the Clerk’s and 

members authorisation for funds to be released. 

 

Members have agreed to take appropriate action in this 

area. 

Asset Register / Inventory  

R3 The Council should ensure that appropriate resources are made available to update the asset register 

in order that the true value of the Council’s asset stock is identified and maintained currently in 

future. 

 

 

 

 

 


