INTERNAL AUDIT REPORT
POULTON & PULFORD PARISH COUNCIL – 2019/20

The internal audit of Poulton & Pulford Parish Council was carried out by undertaking the following tests as specified by the Audit Commission on Section 4 of the Annual Return for Local Councils in England and Wales:

� Checking that books of account have been properly kept throughout the year

� Checking a sample of payments to ensure that the Council’s financial regulations have been met, payments are supported by invoices, expenditure is approved, and VAT is correctly accounted for

� Reviewing the Council’s risk assessment and ensuring that adequate arrangements are in place to manage all identified risks

� Verifying that the annual precept request is the result of a proper budgetary process; that budget progress has been regularly monitored and that the council’s reserves are appropriate

� Checking income records to ensure that the correct price has been charged, income has been received, recorded and promptly banked and VAT is correctly accounted for

� Reviewing petty cash records to ensure payments are supported by receipts, expenditure is approved and VAT is correctly accounted for

� Checking that salaries to employees have been paid in accordance with Council approvals and that PAYE and NI requirements have been properly applied

� Checking the accuracy of the asset and investments registers

� Testing the accuracy and timeliness of periodic and year-end bank account reconciliation(s)

� Year end testing on the accuracy and completeness of the financial statements

Conclusion

On the basis of the internal audit work carried out, which was limited to the tests indicated above, in our view the council’s system of internal controls is in place, adequate for the purpose intended and effective, subject to the issues reported in the action plan overleaf.

As part of the internal audit work for the next financial year we will follow up all recommendations included in the action plan.

JDH Business Services Limited

	
	ISSUE


	RECOMMENDATION
	FOLLOW UP

	1
	The general reserves of the Council at £23,660 are in excess of the sector guidance of 12 months precept.
The Council are considering a number of projects but have not quantified the amounts being held.


	The Council should identify reserves being held for specific projects and specify these as ear-marked.
	

	Follow up of 2018/2019 audit recommendations



	1
	The defibrillator cabinets added to the asset register in 18/19 have been added at a gross value including VAT.
Assets should be added to the asset register at the purchase cost net of VAT (where the VAT can be reclaimed by the council).


	The asset register and annual return figure should be amended to remove the VAT element of assets added.
	Implemented

	2
	The financial regulations (April 2018) require for online payments the following procedure:

‘A schedule of estimated payments is made and two Councillors sign this schedule. Supporting invoices are then made available for checking and are signed by 2 Councillors. Any additional invoices are added to the schedule for authorisation and signing by 2 Councillors.’
We have not seen evidence of an online payments schedule signed by two Councillors or that invoices have been signed by two Councillors.

We have seen evidence that Council approved the payments before they were made online at a Council meeting or by email.

	Payment should be made as per the financial regulations of the Council to ensure that the same level of control is in place over online payments as over cheque payments.
	Implemented

	IMPORTANT GUIDANCE NOTE

INTERNAL AUDIT CERTIFICATE in the AGAR

There is a new internal control objective (Objective L) in the 2018/19 internal audit certificate that requires internal audit to conclude on whether the Public Rights Notice during the previous Summer was compliant with the Regulations. This is pre-filled for 2018/19 but in order to test this and conclude YES or NO for the 2019/20 internal audit we would need to receive with the 2019/20 books and records:

· A copy of the completed 2018/19 Notice of Public Rights and Publication of the Unaudited Annual Governance and Accountability Review


· A dated photograph showing the first day of the Notice of Public Rights on the noticeboard and/or a dated computer screenshot showing the first date of the Notice of Public Rights on the website for 2018/19

Our approach to this new requirement will be to conclude NO if we have not received the above evidence and explain on the AGAR that we received insufficient evidence to be able to conclude YES; we would also conclude NO if the dates advertised were not compliant with the Regulations.

This will be a new ongoing requirement for internal audit, as well as verifying whether certain smaller councils meet the exemption criteria from an external audit. Therefore, for the 2019/20 internal audits there will be additional time charged at a fixed fee of £9 + VAT per local council to complete the new requirements.



	Follow up of 2017/18 audit recommendations



	1
	We have not seen evidence of a letter of receipt (or other documentation) to support the donation of £200 to the Parish Church.

This is particularly important for donations made using online banking.


	Letters of receipt or other correspondence should be obtained for donations.
	Implemented

	2
	We could not find evidence that the Council is registered with the ICO.

The Information Commissioner has determined that parish councils do process personal data and unless an exemption applies, are required to register.


	The Council should ensure that they are registered with the ICO.
	Implemented

	
	Guidance note 2018

Data Protection Law changed significantly on May 25th 2018 due to the 2016 EU Directive General Data Protection Regulation (GDPR) taking effect.

 GDPR replaces the 1998 Data Protection Act and it imposes new obligations on Data Controllers and Data Processors and provides enhanced rights for individuals. Compliance with GDPR could have resource implications for local councils.

	The impact of GDPR on the council should be identified through review of ICO and NALC guidance and the Data Protection policy, risk assessment and internal controls should be updated accordingly ​
	Noted

	2016/17 audit



	1
	Approval within the minutes could not be located for a payment to the clerk reimbursing the cost of the laptop.

Chq 734 £633.86


	All payments should be approved in the minutes. The payment should be approved retrospectively.
	The minutes approved payment in October 2016 for £630.



	2015/16 audit



	1
	The minutes note that the Financial Regulations form part of the Standing Orders. However, review of the Standing Orders identified that the Financial Regulations included are minimal.


	The Council should secure the NALC model Financial Regulations, align these with the scope of council activity and adopt them in 2016/17
	Implemented

	2014/15 audit



	1
	The draft annual return does not balance as it does not include a £10 bank change within payments.


	The annual return should be amended to include the £10 bank charge within total other payments. The balance carried forward should be £14,101.


	Implemented

	2
	Correspondence from Cheshire East and Chester shows that the precept paid to the Council was £5228 with a council tax reduction scheme grant of £272.

 
	The annual return should show the precept as £5228 and total other receipts as £6622.

 We are aware that this was raised by external audit at a number of councils last year as the remittance advice from Cheshire does not itemise the precept and the grant.


	Implemented

	
	Guidance note for 2015/16

An area of potential risk for the Committee in 2015/16 is ensuring they meet the requirements of The Pensions Regulator with respect to auto enrolment, or they may face fines.

Even if staff are not eligible to be auto enrolled into a pension scheme, the Committee may still have to complete a declaration of compliance.


	The Committee should review this risk if they have not already done so and ensure they meet any requirements of The Pensions Regulator.

See www.thepensionsregulator.gov.uk for further information.
	Noted

	Follow up of 2013/14 audit recommendations



	1
	The draft balances for the annual return did not balance, this was due to the following:

· £10 transfer to open a new bank account had been included within payments (transfers between bank accounts should be excluded from receipts and payments)

· The cash and bank balance had not been adjusted for unpresented cheques.


	The bank reconciliation should be amended to show the following:

Cash Book

Balance bf                   £4,412.25

Receipts                      £8,926.30

Payments                    £6,075.91
Balance cf                  £7,262.64

Bank Balances

Current account              £3,416.56

Deposit account              £4,102.08

Business reserve                  £10.00

Less up cheques                £266.00
Balance as at 31/3/14    £7,262.64
The following should also be amended on the Annual Return:

Total other receipts = 3426

Total other payments= 3270

Balance carried forward = 7263

Total Cash & Investments= 7263

Please ensure that future bank statements are provided for the Business Reserve account.


	Implemented

	2
	The minutes from September 2013 do not state the payments that have been approved by Council, they refer to the agenda where the payments are listed, however the agenda is not signed by the Chair.


	The amounts approved should be stated in the minutes. If they are listed in a supporting schedule then this should be signed by the Chair and form part of the minutes.
	Implemented

	3
	The Clerk’s contract of employment was provided for audit but was not signed.
	Please ensure that the Council retains a signed copy of the contract of employment.


	Implemented

	4
	The Council have not approved the risk assessment during 2013/14.
	The risk assessment should be reviewed annually and formally approved by Council, this should be recorded in the minutes.


	Implemented

	5
	The Amount shown on the draft annual return for total borrowings is incorrect. The correct balance is £13,275 (calculated from the October statement as £13986.30 less 711.19).

 
	Please ensure the correct balance is entered on the annual return.
	Implemented
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