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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 initially appointed in 2012-13 to provide the service.

Internal Audit Approach

In undertaking our review for the year, we have again given due regard to the materiality of transactions and their susceptibility to potential misrecording or misrepresentation in the year-end Statement of Accounts. However, given the low level of annual transactions, we have undertaken direct substantive testing of all transactions through the cashbooks and bank accounts of the Council in order to afford assurance as to the accuracy of the 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.

Overall Conclusion

We have concluded that, overall, the Council has effective systems in place that help ensure transactions are accurately reflected in the Statement of Accounts and Annual Return. We are also 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.

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 and also changing the frequency of payment of her salary to a monthly cycle rather than eight-weekly.

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 adequate given the low volume 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 currently maintains a bank account with the Co-op Bank, although we note the intended move to the Unity Bank in order that internet banking facilities may be applied in 2015-16: we have agreed the spreadsheet cashbook detail to the relevant statements for the full financial year, also checking and agreeing the year-end cashbook / bank statement reconciliation content ensuring that no anomalous items exist, such as out-of-date cheques.

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 (SOs) and Financial Regulations (FRs), both of which have been re-adopted during 2014-15 in line with the latest NALC Model Documents in order to reflect the recent legislative changes relating to the filming and recording of meetings and repeal of Section 150(5) of the 1972 Act in relation to the requirement for two members to sign all payable orders and approval of the use of electronic banking facilities.
We have examined the content of the revised SOs and FRs and consider them appropriate for the Council’s present needs with a tender limit of £15,000 in place.
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 the intended switch to the Unity Bank with accompanying usage of internet banking facilities and will monitor the controls in place at next year’s audit review.
Conclusions
We are pleased to record that no issues have been identified in this area warranting formal comment or recommendation.
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; and 
· Ensured that VAT is being recovered appropriately and at regular intervals. 
We note that the last VAT reclaim was submitted to HMRC covering the period to November 2013: the clerk is waiting for the subsequent recoverable total amount to exceed £100 whereon she will generate a reclaim.

Conclusions
We are pleased to report that no issues have arisen in this area with the above criteria met appropriately for the year.
Assessment and Management of Risk

We are pleased to note that the Council has again reviewed and formally re-adopted its Risk Assessment documentation at the meeting held on 10th September 2014 based on the format of a more financially oriented risk register developed by a neighbouring parish. 

The Council has arranged its insurance cover through Came and Co. We have examined the insurance schedules with Public and Employer’s Liability cover both in place at £10 million respectively and fidelity guarantee cover set at £150,000: we consider the current levels of cover 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 £6,510.00, together with the Council Tax Support Grant of £47.94, giving total funding of £6,557.94 for the forthcoming year. 
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 also pleased to note the adoption of a formal reserves policy during the financial year with a specific reserve of £750 established for the Broadband Working Group.

The overall reserves as at 31st March 2015 have increased from £4,575 at 31st March 2014 to £5,151 at 31st March 2015: excluding the above earmarked reserve, the General Reserve balance equates to almost nine month’s spending at present levels and is considered more that appropriate for the Council’s ongoing spending plans.
Conclusions 

No issues arise in this area of our review.
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. We have 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 reclaimed and paid in line with normal trader payment procedures.

Salaries and Wages

We note that the Clerk has established a PAYE scheme for the Council as now required: we have examined her salary payments during the year agreeing detail to the terms of her employment contract. We note that the latest national pay award has been approved for payment in the new financial year based on the clerk’s employment contract terms and conditions.

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, noting that these payments are made at eight weekly intervals in line with the Council’s cycle of meetings. In order to simplify the calculation and payment of tax due to HMRC, we consider that the Clerk’s annual salary should be calculated on the basis of her contracted hours and then paid in twelve monthly instalments throughout the year with tax deducted paid over to HMRC also monthly.

Conclusions and recommendation

Whilst no significant issues arise in this area, we consider that the Council should pay the Clerk’s salary monthly rather than at six weekly intervals.

R1.
The Council should consider paying the Clerk’s salary at monthly rather than eight weekly intervals.
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 recording both the purchase cost and annually uplifted insured value, as assigned by the insurer. We have checked and agreed detail as recorded in the Asset Register to the insurance schedule with no issues arising in that respect.
As indicated last year, the Annual Return reporting arrangements in respect of asset values were amended some three years ago and now require the detail to be reported in the Annual Return at purchase cost and not insured value. We are pleased to acknowledge compliance with that reporting requirement with the value reported in the 2014-15 Annual Return being increased to reflect the cost of the new log seat (£150) acquired during the year.
Conclusions
We are pleased to record that no significant issues have been identified in this area, with asset values appropriately reported in the Annual Return.
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 Summary Receipts and Payments Account prepared by the Clerk for 2014-15 agreeing detail therein to the supporting financial and other relevant documents. One or two rounding differences were noted in the Return and we have agreed the revised detail with the clerk for submission to the Council for approval at its next meeting.
Conclusions

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