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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 appointed Auditing Solutions Ltd to undertake the internal audit at that time and this report records detail of our work on the Council’s financial statements, accounting and other relevant records for 2016-17.

Internal Audit Approach

In undertaking this year’s review, we have had 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. Due to the relatively low number of transactions, we have again employed direct substantive testing this year on all areas within the Statement of Accounts in order to gain appropriate assurance to meet the requirements of the Internal Audit Report incorporated in the Council’s Annual Return. 

We acknowledge the responses to the recommendations set out in last year’s report and the Chairman’s completion of our Governance questionnaire, noting that there remain a number of areas where appropriate action remains to be taken. Consequently, we have reiterated those in this year’s report and ask that they be addressed appropriately and within a reasonable time frame. 
Overall Conclusion

We again conclude that, overall, the Council has generally effective systems in place to ensure that transactions are free from material mis-statement and are accurately reflected in the Annual Return, with only one amendment required to the financial detail for 2016-17 in relation to asset values.
On the basis of the work undertaken on the accounting and other records for 2016-17, we have signed off the Internal Audit Certificate in the Annual Return assigning positive assurances in each relevant area with one or two cross-references to this report.

Detailed Report

Maintenance of Accounting Records and Bank Reconciliations
The Clerk has maintained the Council’s accounting records using spreadsheets as previously, which format we consider perfectly appropriate given the level of annual transactions.
As in prior years, we have verified the detailed transactions as recorded in the cashbook spreadsheets to bank statements for the financial year and are pleased to note that a bank reconciliation has been prepared at year-end, albeit rounded to the nearest “Pound” in the first part of the reconciliation: the reconciliation should be completed in full to include pence. Notwithstanding that, on inclusion of the pence, we are pleased to record that the reconciliation balances appropriately.

We are again also pleased to note that the Clerk continues to report bank balances to the monthly Council meetings. However, we note from the Chairman’s response to our Governance Questionnaire that no bank reconciliations are prepared or reviewed during the course of the financial year, contrary to the requirements of the Governance and Accountability Manual (G&AM), which suggests that reconciliations should be prepared at least quarterly and be subjected to independent member scrutiny and sign-off confirming that no long-standing uncleared cheques or other anomalous entries exist. 

Finally in this area, we have agreed the accurate disclosure of the year-end cash at bank balance in the Annual Return. 

Conclusions and recommendation
We are pleased to report that there are no significant issues arising in this area, although, as indicated above, we suggest that the year-end bank reconciliation should include detail of pence, rather than be rounded to the nearest pound and that the Council should comply with the requirements of the G&AM.
R1.
Periodic formal bank reconciliations should be prepared and be subjected to independent scrutiny and sign-off in order to comply with the requirements of the Governance and Accountability Manual (G&AM).
Review of Corporate Governance
Our objective 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. We note that the Council has reviewed and re-adopted Standing Orders at the March 2017 meeting, again noting that no real progress has been made towards the development of Financial Regulations for the Council.

NALC have issued updated versions of both documents in recent years that take account of legislative changes including, inter alia, the repeal of Section 150(5) of the 1972 LG Act requiring all payable orders to be signed by 2 members and also permitting councils to use electronic banking facilities provided that appropriate controls are put in place. 
The Council’s extant Standing Orders give no indication of the Council’s stance in these respects and also give no indication of a lower value above which formal tender action is required, purely indicating that where a contract is to be entered into with an anticipated value of between £1,000 and £10,000 three weeks’ public notice of intent should be given. Similarly, they give no indication of the Council’s acknowledgement of recent changes (April 2015) in EU Regulations on advertising contracts on the Government’s Contract Finder website and compliance with the consequently updated Public Contracts Regulations. NALC has issued a raft of guidance on the requirements, electronic copies of which we have provided to the clerk, together with a copy of the latest NALC model Financial Regulations.
We have reviewed the Council minutes for the financial year and to date in 2017-18 to determine whether, as far as we may reasonably be expected to identify, any issues exist that may have either a legal or financial impact on the Council and its future financial stability, also that no actions have been taken or are planned that might be deemed ultra vires. 
The requirements of the Transparency Code became mandatory for smaller Councils from 1st April 2015. For a Council of under £25,000 turnover, the Code requires the following to be published on a publicly available website:

· Annual return

· Internal audit report

· Payments over £100

· Year end accounts

· Assets

· Councillor’s responsibilities

· Minutes and agendas

Whilst acknowledging that the Council’s turnover in 2016-17 exceeded £25,000, it has not done so since 2010-11. We also acknowledge that the website includes detail of minutes, including individual amounts paid, but, as far as we have been able to determine, includes no indication of the appropriate disclosure of the other detail, although we understand that the clerk and members are aware of the Code’s requirements and are working towards compliance currently.

Conclusions and recommendations
As indicated above and in last year’s report, we consider that the Council should, in line with best practice, consider the development of a more formalised approach to governance adopting enhanced Standing Orders, together with Financial Regulations, both based on the latest NALC model documents. We shall continue to review minutes and monitor the Council’s approach to governance issues at future reviews.
R2.
The Council should consider review and update its extant Standing Orders ensuring compliance with all legal requirements, as set out in the NALC model document.

R3.
Similarly, as recommended last year, the Council should develop supporting Financial Regulations, as required by the Governance and Accountability Manual, ideally basing them on the latest NALC model document.
R4.
A formal financial value should be determined and be recorded in both Standing Orders and Financial Regulations above which formal tender action should be taken: for a Council the size of Goring Heath, we consider that this should be set at no higher than £5,000.
R5.
The Council must ensure that it complies with the disclosure requirements of the 2015 Transparency Code.

Review of Expenditure
We have reviewed all payments made during the year to ensure that the following criteria were met: -

· Payments were supported by a trade invoice, acknowledgement of receipt or other proforma document;  
· 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. 
We note that the Council has moved almost exclusively to the use of internet banking for processing the routine payments each month with only a few residual cheques issued in the year. We have discussed the approach to release of funds and are concerned to note that the clerk is solely responsible for setting up and releasing the funds. We wish to imply no impropriety on her part, but consider that in line with best practice and afford the clerk with a greater degree of protection in the event of any significant bank or other error resulting in loss of the Council’s funds; improved checking procedures should and must be implemented. We refer the Council to a document issued by NALC – “Safeguarding Public Money” following repeal of the above section of the Act and have again provided the clerk with an electronic version of the document.

We have discussed with the clerk possible ways of improving the controls over issue of funds by internet banking and anticipate an improvement when we next review the Council’s records for 2017-18.

We are pleased to report that VAT has again been correctly identified in the cashbook with detail collated in preparation for submission of appropriate reclaims to HMRC with three such reclaims submitted covering the period 23/2/15 to 31/5/17. Whilst of no consequence, we suggest that in future reclaims be prepared and submitted half-yearly covering the periods to 30th September and 31st March annually.
We note that, following our suggestion last year, s.137 expenditure during the year is being identified in the cashbook. We do, however, note that certain subscriptions have been included in the s.137 analysis detail in error as the Council has, in the main, specific powers for such subscriptions.
We note that, as last year, most payments are supported by an appropriate trade invoice: however, no documentation has been provided (other than the monthly meeting minutes) indicating that members see any evidence in support of the Clerk’s monthly salary or tax deduction / payment to HMRC. Additionally, we note that the invoices include the initials, we assume, of one councillor: as the majority of payments are now being made on line and in order to afford an additional degree of security to the clerk, we suggest that two members initial the invoices / other relevant payment documentation. In completing our Governance Questionnaire, the Chairman has not provided detail of the process for releasing payments either by internet or BACS, which is now the normal process in use. We ask that we be provided with detail of the process from approval of the payments through to processing them through the bank (i.e. what involvement do members have in physically ensuring the accurate release of funds to the correct payee). 
Conclusions and recommendations
Overall, it appears that the controls over payments are generally sound, although we consider that all payments should be supported by an appropriate invoice or certified payslip / claim for salary by the clerk, irrespective of its predetermined value in order to ensure that only twelve months’ salary is paid in any year. 
R6.
The Council should ensure that all payments, including the clerk’s salary are supported by an appropriate trade invoice or other relevant document.
R7.
The Council must ensure that appropriate safeguards are built into use of the internet for processing bank payments, ensuring that both public funds and the clerk are safeguarded in the event of any fraudulent activity on the Council’s bank account. .

Assessment and Management of Risk

We note from our review of minutes that the Council has reviewed and confirmed the continued appropriateness of its financial risk assessment register, the document most recently being reviewed and re-adopted at the March 2017 Council meeting. Examination of the document affords no indication that consideration has been given to succession management or cover for the clerk’s post in the event that she were unavailable for any prolonged period. We also note that with regard to the potential for “unauthorised payments” the document refers to all expenditure being by cheque signed by two members: this clearly is no longer specifically relevant as the majority of payments are now made on line or by BACS.

Finally, we note that with regard to “ensuring expenditure is within legal limits” the control indicates that ensuring s.137 levels are covered by internal audit: it is not the role of internal (or external) audit to police this: members must satisfy themselves that they have the appropriate powers when authorising expenditure. 
The Council’s insurance has again been provided by Aon Ltd. We have examined the schedule for 2016-17 and consider that, with Employer’s and Public Liability both in place at £10 million and Fidelity Guarantee cover set at £250,000, the Council is appropriately insured.

Conclusions and recommendation
No matters arise in this area this year, other than in relation to the need to give further consideration to the content of the risk register ensuring that it is updated to reflect current working practice and identifies appropriate arrangements in the event of any prolonged absence of the clerk.
R8.
The Council should ensure that, when next reviewing the risk register, it reflects current working practice and takes account of the issues referred to in the body of the report.
Budgetary Control and Reserves

We are again pleased to note that the Council has undertaken a review of its budgetary requirements for 2017-18, adopting formally a significantly increased precept of £26,500 at the January 2017 Council meeting.

We have reported previously that the Council receives full details of the bank balances and all receipts and payments at each meeting and are pleased to note that this practice has continued throughout 2016-17. 
The Council’s overall reserves have reduced significantly to £5,342 (£11,875 as at 31st March 2016) as a result of the provision of new play equipment costing almost £18,000 during the financial year. This residual balance equates to less than 3 months’ revenue spending at the 2016-17 level and will, we are pleased to note, be addressed largely by the increased precept for 2017-18, which also includes provision for grant assistance with maintenance of the local bus service.
Conclusions

We are pleased to report that no matters arise in this area warranting formal comment or recommendation.
Review of Income

The Council receives, in addition to the annual precept, sundry income from bank interest, grass cutting contributions, a minimal amount of income arising from “bugler” advertising, occasional grants and donations for specific projects, and recoverable VAT.

We have reviewed the bank statements in full, agreeing detail of all income received and banked to the cashbook, together with examining all other supporting documentation provided. Whilst the amounts involved by way of “bugler” advertising are relatively small, we draw the Council’s attention to the fact that this is a vatable service, which strictly requires the Council to become VAT registered. However, HMRC may determine that =, in view of the low value involved, no registration is required.   
Conclusions and recommendation
In general terms, no significant concerns have been identified in this review area, although the Council should open a dialogue with HMRC to determined whether or not it is required to register for VAT and charge accordingly for advertising in the “bugler”. In order to protect itself in the event of any future VAT inspection by HMRC, the Council should approach the Local Government VAT Officer and ensure that any decision or determination is confirmed in writing.
R9.
The Council should discuss the vatable position of “bugler” advertising income with HMRC ensuring that any advice provided is confirmed in writing.
Petty Cash Account

The Council does not operate a petty cash account, any “out-of-pocket” expenses incurred by the clerk being paid through the normal payments process.
Salaries and Wages

The Clerk is paid a fixed monthly salary, as determined by the Council at its meeting in November 2015. 
We reviewed the clerk’s contract of employment several years ago noting that it contained detail of the basic hours of work, but gave no indication on the basis of her hourly / annual rate of pay, which, as above, was increased in November 2015. We have also noted previous minuted comment that the employment contract needed review and update and note that, as indicated in the response to last year’s report recommendation, it is “under review”. Consequently, we shall check on progress as part of next year’s review programme, but in order that it is not overlooked, have restated the recommendation this year.

As indicated earlier in this report, no documentation supporting the monthly salary or tax deductions / payments to HMRC have been provided for our examination, nor, we assume, are any provided to members as part of the payment authorisation process. We do, however, note that tax is deducted at Basic Rate and have agreed the monthly tax deduction based on the above minuted approved monthly salary. The Clerk’s Council earnings are below the NIable threshold.

Conclusions and recommendations
Whilst no significant issues have been identified in this area this year, we reiterate our recommendation that the Clerk’s employment contract should be reviewed and updated to reflect the current terms of her employment and salary being paid.
R10.
The Council should ensure that the clerk is provided with a current employment contract identifying the basis of her annual salary / hourly rate of pay, as well as the basic working hours. 
Asset Registers

The Governance and Accountability Manual requires all councils to maintain a record of all assets owned. We are pleased to note that a suitable spreadsheet has been developed and continues in use. Extant reporting guidance requires that asset values in the Annual Return are recorded at purchase cost (net of VAT) or, where that value is unknown at the previous year’s Annual Return value uplifted or decreased to reflect the acquisition of any new assets or disposals. 
Whilst the register has been updated for 2017-18 to include the cost of the new defibrillator and play equipment at Garton End, we note that the defibrillator and play equipment have been added at gross cost, without allowance for the installation costs and surfacing work: these should be included as they are part and parcel of the overall development scheme. Additionally, we note that the new goal post has not been included in the register (net value £86.67). 

We have reworked the asset values to be reported in the asset register and Annual Return to include the above changes, all net of VAT, and provided the clerk with a copy of our spreadsheet identifying the total asset value that we believe should be recorded in the year’s Annual Return at Section 2, Box 9 – i.e. £92,503.

Conclusions and recommendation
The asset register as at 31st March 2017 requires revision to include all new assets at purchase cost, net of VAT, whilst also including all installation costs of the play equipment.
R11.
The asset register, as presented for our examination requires amendment to record the new assets at purchase cost net of VAT, together with the installation costs of the new play equipment and the new goal post. The Annual Return value will similarly require amendment.
Investments and Loans

The Council holds no investments. One PWLB loan remains outstanding, detail of which we have checked and agreed to the two half-yearly instalments paid against the statements issued by PWLB. We have also verified the accurate disclosure of the year-end residual loan liability as reported in the Annual Return. 
Conclusions
No matters have been identified in relation to investments or loans.
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. Whilst the Annual Return now serves as the statutory Accounts of the Council, it is still considered good practice for councils to continue to produce a more detailed statement setting out clearly the Council’s financial transactions and affairs during any given year. We note that, although such a document has been prepared in previous years, none was prepared last year or again in 2016-17.
We have checked and agreed detail of the financial data entered at Section 2 of the Annual Return to the cashbook and other supporting documentation with no issues arising other than in relation to the asset values, which, as indicated in a previous section of this report, require amendment.
Conclusions

No additional issues have been identified in this area and we have duly completed the Internal Audit Report in the year’s Return assigning positive assurances in each area with one or two cross references to this report. 
	Rec. No.
	Recommendation
	Response

	Review of Accounting Arrangements and Bank Reconciliations
	

	R1
	Periodic formal bank reconciliations should be prepared and be subjected to independent scrutiny and sign-off in order to comply with the requirements of the Governance and Accountability Manual (G&AM).


	

	Review of Corporate Governance
	

	R2
	The Council should consider review and update its extant Standing Orders ensuring compliance with all legal requirements, as set out in the NALC model document.


	

	R3
	Similarly, as recommended last year, the Council should develop supporting Financial Regulations, as required by the Governance and Accountability Manual, ideally basing them on the latest NALC model document.

	

	R4
	A formal financial value should be determined and be recorded in both Standing Orders and Financial Regulations above which formal tender action should be taken: for a Council the size of Goring Heath, we consider that this should be set at no higher than £5,000.

	

	R5
	The Council must ensure that it complies with the disclosure requirements of the 2015 Transparency Code.


	

	Review of Expenditure
	

	R6
	The Council should ensure that all payments, including the clerk’s salary are supported by an appropriate trade invoice or other relevant document.


	

	R7
	The Council must ensure that appropriate safeguards are built into use of the internet for processing bank payments, ensuring that both public funds and the clerk are safeguarded in the event of any fraudulent activity on the Council’s bank account.

	

	Assessment and Management of Risk
	

	R8
	The Council should ensure that, when next reviewing the risk register it reflects current working practice and takes account of the issues referred to in the body of the report.

	


	Rec. No.
	Recommendation
	Response

	Review of Income
	

	R9
	The Council should discuss the vatable position of “bugler” advertising income with HMRC ensuring that any advice provided is confirmed in writing.


	

	Review of Salaries
	

	R10
	The Council should ensure that the clerk is provided with a current employment contract identifying the basis of her annual salary / hourly rate of pay, as well as the basic working hours.

	

	Asset Registers
	

	R11
	The asset register, as presented for our examination requires amendment to record the new assets at purchase cost net of VAT, together with the installation costs of the new play equipment and the new goal post. The Annual Return value will similarly require amendment.

	



