











INTERNAL AUDIT REPORT

2018/2019 - ANNUAL RETURN

Nawton Parish Council

1. Background

1.1. Following the abolition of the Audit Commission a new organisation has been established which
is responsible for issuing proper practices in relation to the accounts of smaller authorities. It is
called the Smaller Authorities Proper Practices Board (SAPPB), and is made up of members of the
SLCC, NALC, CIPFA, the Department of Housing, Communities and Local Government (DHCLG), the
Department of Environment, Food and Rural Affairs (DEFRA), the National Audit Office and a
representative of the external audit firms appointed to smaller authorities

1.2. Every smaller authority in England that either received gross income or incurred gross
expenditure exceeding £25,0000 must complete Part 3 of the Annual Governance and Accountability
Return (AGAR) at the end of each financial year. Where the higher of gross income or gross
expenditure was £25,000 or less, a council can certify themselves as exempt from a limited
assurance review, and complete part 2 of the AGAR. The AGAR for part 2 is made of 2 sections along
with an annual internal audit report. which is to be completed by the Parish Council’s independent
internal auditor, who is to give an opinion of the Parish Council’s internal controls.

Nawton Parish Council has completed certificate of exemption and part 2 of the AGAR. The Council
did not provide specific guidance on areas which the audit was to concentrate so a full overview was
completed with reference to the areas below;

2. Objectives of the Audit
2.1. To examine the system of internal controls to ensure that the Parish Council may obtain an
adequate level of assurance for its activities.

3. Scope of the Work and the areas of Audit Work examined.

3.1 The Scope of Work covers the ten key control tests identified in the Internal Audit part of the
AGAR, only nine of these were examined, as the Parish Council does not have any petty cash. The
Council is required to comply with publication requirements laid out within “Transparency” and a
review of publications on the website was also undertaken.

3.2. To properly complete the audit the following areas of activity have been examined and tested
by the Internal Auditor:

Payroll

Creditors

Risk Management

Income collection and Banking arrangements
Accounting records,

Assets

Debtors

Transparency

3.3. The audit findings of this report have been discussed with the Parish Clerk and any audit
recommendations have been agreed with her. These recommendations specific to the assurance



review are indicated in bold throughout the document but the document should be considered in
it’s entirety as observations are also included.

4. Findings

4.1. Payroll

4.1.1 The Parish Council has 1 employee who presents timesheets to Council on a monthly basis and
is paid in line with NJC pay scales on a monthly basis

4.1.2. Payroll information was checked for the year and was processed using HMRC Basic tools

4.1.3 The timesheets submitted to Council are not authorised by signature at Council meetings but
recorded as received within the minutes although no record of the hours received are recorded. For
avoidance of doubt and to provide a robust audit trail it is suggested that a signed copy of the
timesheet is noted in the minutes and this is attached to the printed report produced by HMRC
Tools to support the cheque request at the next meeting (this to be signed also)

4.1.4 It should be noted that the Clerk does not appear to have a formal employment contract and
Council should note that standard ACAS guidelines would be in place should issues arrive. For
avoidance of doubt a formal contract should be put in place.

4.2. Creditors

4.2.1. There is no separation of duties at Nawton Parish Council as the Parish Clerk is the only Officer
responsible for Finance and Administration. Compensating checks are carried out by the Council
Members

4.2.2. Cheques for payment are prepared by the Responsible Finance Officer (Clerk) and together
with the relevant invoices are presented to Members each month to view and check. For avoidance
of doubt and to provide a robust audit trail it is suggested that the presented invoices and the
cheque stub for the payment are initialled to validate the review of the payment process by
members

4.2.3. The Parish Clerk’s expenses are requested on an adhoc basis and include requests for items
which are not indicated as being for a dedicated printer. The auditor has discussed with the Clerk
the HMRC implications of this action. For prudence and administrative protection both of the Clerk
and Council as a corporate body it might be sensible to pay a monthly value based on previous
activity as an office support cost or amend the wording on the expense recovery from the Clerk

4.2.4. Payments were checked to the invoices for the year and these were found to be properly
recorded on the Income and Expenditure record and referenced to the minutes posted as a result of
transparency requirements on the Council website

4.2.5. The Parish Council made no Section 137 payments and it was noted that no individual account
exists to record such payment. The auditor explained the guideline for s137 payments which aer
specific to Council.

4.3. Risk Management/Governance arrangements

4.3.1. The Council does not appear to have a formal Risk Assessment document but does report a
“risk review” to the meeting as part of the general management of Council activity in the minutes on
a regular basis.

4.3.2. The Parish Council has a very small budget with only 1 employee, and therefore its risks are
considered to be very low.



4.3.3. The auditor noted that the asset register (although not available at the meeting with the Clerk)
may have containing information which was not correctly identified and recorded due to the
depreciation of assets contrary to Local Governance and Accountability Guidance.

The Clerk advised that this should be reviewed and an update or renewal of the asset register be
prepared to report both information regarding asset holdings and possible revaluation
requirements for insurance

4.3.4. The Council does not appear to have Financial Regulations and Standing Orders in place.
Whilst it is not mandatory to have full documentation of this type in place both Governance and
Accountability Guidance for Local Councils and the Transparency Act indicate that some specific
publication guidelines are required to manage Council activity and for good practice to assist in the
smooth running of Council activity (including meeting procedure) such documentation should be
presented to members for consideration and review providing clarity for members, visitors to
meetings and the body corporate

4.3.5 The Council is tied in to a 3 year insurance agreement. This should not deter the Council
reviewing on a regular basis, standard requirements within the insurance provision to ensure that all
mandated documents are up to date.

4.4. Income collection and Banking arrangements
4.4.1. the Council does not receive any Income apart from the Precept, vat refund and a small
amount through NYCC reimbursement and private licence agreements.

4.4.2. The income records for the year and confirmation that all income has been received, promptly
banked and properly recorded in the Receipts and Payments book.

4.4.3. Vat is recorded from the Receipt and Payments records onto the vat form and is claimed
annually. This is acceptable for the small number of transactions. The last VAT claim was submitted
31 July 2018.

4.5. Accounting Records

4.5.1. The Council keeps accounting records on Sage software which is now out with annual licencing
— the Council has recorded that updates will not be continuing and the use of the software will
continue until this is not practical either due to regulatory transaction updates being required or
software failure.

4.5.2. The Clerk reports to Council every month on the income and expenditure and at the end of
the year a bank reconciliation is carried out., This was found to be correct at 31st March 2019.

4.6. Assets

4.6.1. The Asset Register is reported in the newsletter and does not contain up to date financial
value or cost of replacement. It should be noted that Parish Council finance guidelines do not allow
for depreciation and value should be recorded at cost with a separate insurable value.

4.6.2. The assets are regularly inspected and this inspection is recorded in the minutes at each
meeting. For insurance protection it is suggested that the date of inspection and weather
conditions are recorded within this report in case of insurance claims in between meetings

4.7. Debtors
4.7.1. There are no accounts raised for debts as Debtors either pay by cash or a cheque is received
for work/service carried out.



4.8. Budgetary Control
4.8.1. The precept value has remained static but no review of the Band D calculation has taken place
over a number of years.

No formal budget calculation takes place prior to the review of the precept request but a report of
the anticipated costs of Council are reported in an annual newsletter made public at the start of the
current financial year for which the precept is requested

For good practice and to show good financial and risk management the auditor suggests that a
budget is prepared prior to the precept request ensuring that the members are aware of both
ringfenced funds (e.g. street light efficiency repair funding and VAS camera saving) This budget
should exclude non precepted income as this is not guaranteed for future years and may be
withdrawn.

4.8.2. The Council has very little income and expenditure and budget monitoring is not carried out.
5. Transparency Review

5.1. The Council receives a report from Councillors for internal financial review prior to the start of
the meeting on at least one occasion during the year. It should be noted that a confirmation of this
activity is noted prior to the start of the meeting on the reported minutes. This activity is not placed
on the agenda advising the public of the activity taking place and may seem to be contrary to
transparency requirements

5.2 The Council has included many of the requirements for publication within a Newsletter published
on an annual basis in the future year after expenditure or review.

6. Miscellaneous
6.1. The Council is not eligible for GPC

6.2 The points raised on the last audit have not been fully addressed or reasons for omission
reported within future minutes

6.3 During the audit process the Clerk has requested template copies of some documentation for
use at future. These documents are not provided as part of the audit and in some instance will be
required to be accepted at Council prior to use by Council.

6.4 Staff training — for ongoing and rapid changes which are now occurring in the sector it would be
prudent for the Clerk to attend training which will provide greater understanding of some items
raised within the audit and assist in identifying recent mandatory regulation changes (example
being GDPR)

Signed Sally Brown Date of Audit 26 April 2019
Date of Report 2 May 2019
Draft submitted to Proper officer for review prior to publication 2May 2019

Final report submission 19 May 2019






Explanation of variances — pro forma

Name of smaller authority:

County area (local councils and

Insert figures from Section 2 of the AGAR in all Blue highlighted boxes

Next, please provide full including numerical values, for the following that will be flagged in the
green boxes where relevant:

« variances of more than 15% between totals for individual boxes (except variances of less than £200);

« a breakdown of approved reserves on the next tab if the total reserves (Box 7) figure is more than twice the annual
precept/rates & levies value (Box 2).

Explanation |Automatic responses trigger below based on figures
2017/18 2018/19 Variance Variance Required? |input, DO NOT OVERWRITE THESE BOXES Explanation from smaller authority (must include narrative and supporting fiqures)
£ £ £ %
1 Balances Brought Forward Explanation of % variance from PY opening balance not
11,680 12,552 required - Balance brought forward agrees

2 Precept or Rates and Levies
0 0.00% NO

3 Total Other Receipts 17.98% YES |Explanation not required, difference less than £200 |

~
S
(5]
N
o
<

4 Staff Costs 4.10% NO | |

5 Loan Interest/Capital Repayment 0 0.00% NO | |

6 All Other Payments 431 11.27% NO | |

{EHEEE
[ HEEE

7 Balances Carried Forward 13,153

EXPLANATION REQUIRED ON RESERVES TAB AS
TO WHY CARRY FORWARD RESERVES ARE
GREATER THAN TWICE INCOME FROM LOCAL  |PENDING PURCHASE OF VEHICLE ACTIVATION SIGN APPROX 2,500, FUTURE
YES TAXATION/LEVIES REPLACEMENT OF ALL STREETLIGHTS

8 Total Cash and Short Term Investments

9 Total Fixed Assets plus Other Long Term Investments anq g 400 8,400 0 0.00% NO | |

10 Total Borrowings 0 0.00% NO | I

I
3

Rounding errors of up to £2 are tolerable
Variances of £200 or less are tolerable

BOX 10 VARIANCE EXPLANATION NOT REQUIRED IF CHANGE CAN BE EXPLAINED BY BOX 5 (CAPITAL PLUS INTEREST PAYMENT)
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