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Background and Scope 
 

The Accounts and Audit Arrangements introduced from 1st April 2001 require all 

Parish Councils to implement an independent internal audit examination of their 

Accounts and accounting processes annually. The Council implemented this process 

at the outset appointing Auditing Solutions Ltd to undertake the work required.  

 

Internal Audit Approach 
 

In undertaking our review, we have and will, in future years, continue to have 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 limited 

number of annual transactions we have employed direct substantive testing on all 

areas within the Statement of Accounts in order to gain assurance to meet the 

requirements of the Internal Audit Certificate embodied in the Council’s Annual 

Return.  

 

We are pleased to record that there are no significant issues arising from this year’s 

review, with only one point of order identified that requires the Council’s attention 

and is set out in the appended Action Plan. 

 

The report is also available for presentation to the Council’s external auditors, who 

may also have access to our working paper file on request. 

 

Overall Conclusion 
 

We have concluded that, overall, the Council has effective systems in place to ensure 

transactions are accurately reflected in the Statement of Accounts and Annual Return. 

We have duly signed off the Internal Audit Certificate at Section 4 of the Annual 

Return for 2013-14 assigning positive assurances in each of the relevant areas.  
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Detailed Report 
 

Maintenance of Accounting Records & Bank Reconciliations 
 

The clerk maintains the Council’s accounting records using a manual cashbook with 

suitable columnar analysis, which we consider to be appropriate given the level of 

annual transactions. 

 

We have checked and agreed the cashbook entries in full to bank statements for the 

financial year. We have also checked and agreed the year-end cashbook / bank 

statement reconciliation ensuring that no long-standing uncleared cheques or other 

anomalous items exist, noting the existence of only three unpresented cheques, which 

were issued in late March 2014. 

 

We are again pleased to note that interim reconciliations have been undertaken during 

2013-14, with balances being regularly reported to Council as part of the financial 

reporting process. 

  

Conclusions  

 

No issues arise in this area warranting formal comment. 

 

Review of Corporate Governance  
 

There has been a wealth of legislation in recent years including, inter alia, the revised 

Member’s Code of Conduct, Freedom of Information Act and associated Scheme of 

Publication and the revisions to the Accounts and Audit Regulations.  We are pleased 

to note that both the Financial Regulations and Standing Orders were re-adopted in 

March 2013. We have, however, noted that the tender limits are different between 

these two documents (£50,000 per the Financial Regulations and £60,000 per the 

Standing Orders). 

 

We have continued our review of the Council minutes for the year to determine 

whether any issues exist that may have either a legal or financial impact on the 

Council and its future financial stability. We are pleased to record that no issues have 

been identified this year. 

 

We would also draw members’ attention to the recent 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 would draw 

attention to the recent JPAG (Joint Practitioners Accounting Committee) release of an 

update to the “Governance and Accountability for Local Councils – A Practitioner’s 

Guide” (copy attached) which provides further guidance on the safeguards that need 

to be implemented should councils change their approach to banking arrangements. 

NALC has also recently re-issued updated Financial Regulations that take account of 

these changes in legislation.  
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Conclusions and recommendation 

 

We are pleased to record that no significant issues exist at present, although we 

suggest that the Council should ensure that a consistent value exists for formal 

tender action. Additionally, given the level of the Council’s annual spending (less 

than £10,000), the setting of the tender limit at even £50,000 appears too high: we 

would suggest that the limit be set nearer to £10,000.  

 

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

governance issues at future visits, also any changes that may be implemented in 

relation to the recent legislative changes affecting banking arrangements. 

 

R1. The Council should ensure that a consistent value is applied to the requirement 

for formal tender action, also considering reduction from the present level to a 

more realistic value of £10,000. 

 

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; and 

➢ Section 137 payments have been identified in the cashbook and are within the 

Council’s spending limit.  

 

Conclusions 

 

We are pleased to record that the above criteria were met appropriately in every 

case, also noting that the 2013-14 VAT reclaim has been prepared appropriately. 

We also note that one payment was not explicitly approved in the finance section of 

the minutes (cheque number 375 £420 - Vision ICT): however we are satisfied that 

the Council’s compensating controls operated effectively in this case (two 

Councillors signed the cheque also checking and initialling the invoice). 

Furthermore the intention to engage Vision ICT to complete the work on the 

website was reported elsewhere in the minutes. 

 

Assessment and Management of Risk 
 

From our examination of the current year’s minutes and other documentation 

provided for audit, we are again pleased to record that the Council continues to 

consider the potential areas of risk to which it may be exposed through its day-to-day 

operations. Evidence exists that the Council has developed a suitable format to record 

such issues and any planned remedial action that may be necessary. We are pleased to 

note that the Council adopted the risk register at their meeting in July 2013. 
 



5 

 

Newtown PC: 2013-14 23/04/2017 Auditing Solutions Ltd 

 

  

Aviva provides the Council with its principal insurance cover. We have examined the 

insurance schedule and consider that it is in line with expectation and suitable for the 

Council at the present time.  We are also pleased to note that Fidelity Guarantee / 

Employee Dishonesty Cover is set at £150,000; also covering Members of the 

Council as well as employees.   

 

Conclusions 

 

No significant issues have been identified in this area of review. 

 

Budgetary Control and Reserves 
 

The Council’s minutes, together with the supporting documents provided to Council, 

indicate that members have considered and agreed the 2014-15 budget in detail, 

setting the year’s precept at an unchanged level of £3,500. 

 

We are also pleased to note that members continue to be provided with regular 

management reports throughout the year, together with detail of bank balances. 

 

The Council’s general reserves have increased as at 31st March 2014 to £13,487, 

which equates to in excess of eighteen months’ revenue expenditure at 2013-14 levels. 

This appears high compared to Audit Commission guidance which suggests holding a 

balance of between three and six months’ expenditure (£2,200 to £4,400 based on 

2013-14 values). 

 

The Council also retains an earmarked reserve of £3,113 at 31st March 2014 (£4,606 

at 31st March 2013). 

 

Conclusions 

 

No matters have arisen from our review of this area. 

 

Review of Income 
 

The Council receives, in addition to the annual precept, limited sundry income from 

grants and donations, together with bank interest and recoverable VAT. In 2013-14, 

income also arose from the sale of firewood. We have checked and agreed all income 

received, as recorded in the cashbook, to the bank statements and other supporting 

documentation. 

 

Conclusions 

 

No issues arise. 

 

Petty Cash Account 
 

The Council does not operate a petty cash account. 
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Salaries and Wages 
 

We note that the Council reviewed the Clerk’s salary during the year. We have 

checked and confirmed that the payments made in 2013-14 are in line with the 

employment contract and approved hourly rate.   

 

We are pleased to note that the Council has registered a formal PAYE scheme, as 

required by HMRC, and have checked and agreed the tax deductions and payments 

over to HMRC during the year. 

 

Conclusion 

 

No issues arose in this area of our review. 

 

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 of assets. We have checked and agreed 

detail in the register to the insurance schedule with no issues arising. 

 

The Annual Return reporting arrangements in respect of asset values were amended in 

2009-10, now requiring that asset values are reported in the Annual Return at 

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

uplifted or decreased to reflect the acquisition of any new assets or disposals. We are 

pleased to record that this guidance has been correctly followed in 2013-14. 

 

Conclusions 

 

No issues arose from our review of this area. 

 

Investments and Loans 
 

The Council has no funds in investments, nor are any loans in existence.  

 

Statement of Accounts and Annual Return 
 

Recent local government legislation is aimed at increasing the awareness of the public 

and openness in the management of public finances. The Annual Return now forms 

the Council’s statutory Accounts and provides the basis for the external auditor’s 

certificate, and, given the limited information contained in Section 1 of the Return, it 

is considered good practice for Councils to continue to produce a more detailed 

statement setting out in more detail the Council’s financial transactions during any 

given year. 

 

We are pleased to note that the Clerk has produced a suitable Summary Receipts and 

Payments Account, together with a Supporting Statement, to support the detail in the 
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Annual Return and have agreed all detail on these records to the cashbook and other 

relevant documentation. 

 

Conclusions 

 

No issues have arisen from our examination of the Council’s detailed Statement of 

Accounts or that contained in the Annual Return and we have duly signed off the 

Internal Audit Certificate at Section 4 of the Return assigning positive assurances 

in each relevant area. 
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Rec. 

No 

Recommendation Response 

Review of Governance  

R1 The Council should ensure that a consistent value is applied to the requirement for formal tender action, 

also considering reduction from the present level to a more realistic value of £10,000. 

 

 

 

 

 
 


