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Background and Scope

Statute requires all town and parish councils to arrange for an independent internal audit examination of their accounting records and system of internal control and for the conclusions to be reported each year in the Annual Governance and Accountability Return (AGAR).
This report sets out the work undertaken in relation to the 2019-20 financial year. Due to the impact of the Covid-19 pandemic, we have of necessity undertaken our review for the year remotely: we wish to thank the Clerk in assisting the process, providing all necessary documentation in both electronic and hard copy format to facilitate completion of our review for the year and sign off of the Internal Audit Certificate in the year’s AGAR.
Internal Audit approach

In undertaking our review for the year, we have again had regard to the materiality of transactions and their susceptibility to potential mis-recording or misrepresentation in the year-end Statement of Accounts/AGAR. Our programme of cover has again been designed to afford appropriate assurance that the Council’s financial systems remain robust and operate in a manner to ensure effective probity of transactions and to afford a reasonable probability of identifying any material errors or possible abuse of the Council’s own and the national statutory regulatory framework. The programme is also designed to facilitate our completion of the ‘Internal Audit Report’ in the Council’s AGAR, which requires independent assurance over a number of internal control objectives.
Overall Conclusion

We are pleased to advise that, based on the generally satisfactory conclusions drawn from our annual programme of work, the Council has again maintained adequate and effective internal control arrangements, with one or two relatively minor issues identified. 
We have duly completed and signed-off the ‘Internal Audit Report’ in the year’s AGAR assigning positive assurances in each relevant area, having concluded that the control objectives set out in that Report were being achieved throughout the financial year to a standard adequate to meet the needs of the Council. 
Detailed Report

Maintenance of Accounting Records & Bank Reconciliation

The Clerk maintains the Council’s accounting records using a spreadsheet, which we consider appropriate for the volume of annual transactions. Three bank accounts are in use with Lloyds (a Current and two Deposit accounts). The only transactions on the two deposit accounts in the financial year were the addition of monthly interest and, as in prior years, we suggest that members consider closure of one of the two deposit accounts, which, were these funds held in a single account, may improve the level of interest being received.
We have checked and agreed the cashbook entries in full for the financial year, given their low volume, to bank statements. The cashbook provides analysis of costs between the gross payment, VAT and Net amount paid, together with staff costs for identification of the value to be reported in the AGAR Section 2, Box 4. We have noted a few anomalies in this analysis, the most significant being the omission of the HMRC payment on cheque 1693 (£583.60) from the “Staff costs” column and, consequently, from the AGAR info provided for our examination. We also note the erroneous inclusion of the 12 monthly payments to the payroll service provider (£10.42 – net of VAT) in the “Staff costs” column. This latter item is not a cost of employing staff and should be reported in Box 6: consequent on these two issues, the value of Staff costs to be reported in the AGAR at Section 2, Box 4 should be recorded as £6,298, with the Box 6 value similarly amended to now read £24,204. 
We also note that the total values recorded on the spreadsheets have been entered as figures presumably calculated separately, rather than being formula generated. As a consequence of this, the VAT total for the year has been misquoted as £1,942.30, rather than the true value of £1,883.30. 

We are pleased to note that minutes now contain evidence that bank reconciliations are being reviewed at least quarterly, in accordance with the adopted Financial Regulations (FRs para 2.2 refers) with the bank statements duly signed-off: the intent behind this paragraph in the FRs is for a member, independent of the cheque signing process, to review, sign-off and date the bank reconciliations, not just the bank statements, with the reconciliations made available for audit inspection and confirmation of compliance.

Taking account of both of the above adjustments to the cashbooks, we have reworked the year-end totals to be disclosed in the year’s AGAR at Section 2 and provided the clerk with the revised detail, which should be recorded accordingly before adoption and submission the external auditors.
As with some of the cashbook totals, we have noted that the year-end bank reconciliation presented for our examination, similarly included values that were entered rather than calculated on the spreadsheet. Consequently, the combined value of the three bank account balances as of 31st March 2020 is correctly recorded as £35,175.85: however, the current account balance is recorded as £14,448.92, instead of the correct value of £14,558.92. 
Conclusions and recommendations
Whilst no significant concerns exist over the manner in which the accounting records have been maintained during the year, we urge that full and proper use be made of formulae to calculate totals, which would reduce the risk of error when transferring values in the AGAR and VAT reclaim when prepared.

As indicated above, bank reconciliations should be prepared quarterly and be signed off and dated by the independent reviewer, not just the bank statements. We have provided the clerk with a reworked year-end bank reconciliation with sub-totals and totals calculated using formulae rather than manuscript entries and suggest that the same format be applied for the reconciliations prepared and now being reviewed quarterly.
R1.
In line with best practice and the Council’s own Financial Regulations, the formally prepared quarterly bank reconciliations should not only be reviewed by a nominated non-cheque signing member, they should also be signed-off and dated, the documents being retained and provided  for audit inspection.
R2.
The cashbook and bank reconciliation totals should be calculated using the software formula, rather than be added up separately and then entered, thereby reducing the risk of error.

R3.
The AGAR Section 2 financial detail should be recorded in line with that provided to the Clerk to reflect the true value of Staff costs to be reported at Section 2, Box 4 of the AGAR with appropriate revised values recorded in other boxes.

Review of Corporate Governance

Our objective here is to ensure that the Council has a robust series of corporate governance documentation in place, that Council meetings are conducted in accordance with the adopted Standing Orders (SOs) and that no actions of a potentially unlawful nature have been or are being considered for implementation. 

We reported last year that the Council had reviewed and adopted revised (SOs) and Financial Regulations (FRs), detail being in line with the latest model NALC documents and reflecting the requirements of the 2015 revised EU and Public Contracts Regulations. 
We have reviewed the content of each document, noting that, in line with the NALC models a uniform value of £25,000 is recorded for formal tender action. This value used to be set at £10,000 in the Council’s former documentation, which value we consider more appropriate for a council the size of West Lavington than the higher value of £25,000.
We have examined the Council minutes for the year and to date in 2020-21 to determine whether any issues exist that may have either a legal or financial impact on the Council and its future financial stability, whilst also ensuring that the Council has neither considered nor is considering any actions that may result in ultra vires expenditure. The AGAR Section 2 financial detail should be recorded in line with that provided to the Clerk to reflect the true value of Staff costs to be reported at Section 2, Box 4 of the AGAR with appropriate revised values recorded in other boxes.

In examining the minutes, we have seen no indication that the 2018-19 Governance and Accounting Statements, together with the IA Report and, once signed off, the external audit report have been published on the Council’s website: similarly, the Notice of Public Rights to examine that year’s documentation also appears to have not been posted.

Conclusions and recommendations
The Council must ensure compliance with the requirements of the 2015 Accounts and Audit Regulations and Transparency Code publishing annually the full AGAR detail on its website together with the Notice of Public Rights. We also suggest that the value for formal tender action should revert to the Council’s previously recorded value of £10,000.
R4.
The Council must ensure compliance with the Accounts and Audit Regulations publicising all relevant and required documentation on its website.
R5.
Consideration should be given to setting the limit for tender action at the lower value of £10,000 as was previously the position.
Review of Payments & VAT
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
· Appropriate procedures are in place for the review approval and payment of invoices received
· The Council at a Council meeting approved each payment, and
· Payments have been correctly analysed in preparation of the year-end Statement of Accounts.
We are pleased to record that the above criteria have been duly met, although, as indicated in the first section of this report, we have noted a few anomalies in the analysis of payments. We are also again pleased to note that, in line with best practice, invoices continue to have a certification stamp placed thereon with members initialling them accordingly, also that detail of payments is recorded in the minutes including the amount, cheque number and payee. 

We note that VAT continues to be reclaimed annually based on the analysis provided in the cashbook and have verified that the amount of VAT incurred in 2018-19 was reclaimed and repaid by HMRC in 2019-20: we shall, similarly next year, ensure that the 2019-20 VAT reclaim is prepared in accordance with the year’s cashbook, taking account of the previously referenced necessary adjustment to the value recorded in the cashbook, and recovered appropriately.
Conclusions and recommendation
We urge that care is taken to ensure the correct analysis of staff salary and tax costs, together with payroll preparation costs is made in future years. We have made the necessary amendments in our updated version of the cashbook (as referred to previously) and provided a copy to the clerk, together with the AGAR Section 2 detail.
Assessment and Management of Risk

We note that the Council, in the guise of the Risk Committee, reviewed and updated the Council’s risk register in November 2019 in line with the requirements of the Governance and Accountability Manual.
We have reviewed the Council’s insurance schedule noting that Employer’s and Public Liability cover are both in place at £10 million, with Fidelity Guarantee cover standing at £100,000 which we consider appropriate for the Council’s present requirements.
We note that the Council’s play areas are subjected to routine review on a rotation basis by members of a sub-committee. Following on from our previous recommendation, we are pleased to note that appropriate RoSPA based training was arranged for members and took place in December 2019.

Conclusions 
We are pleased to record that no issues arise in this review area warranting formal comment or recommendation this year. 
Budgetary Control and Reserves

We note that the Council considered its budgetary requirements for 2020-21 and adopted formally a precept of £31,889 at the January 2020 meeting. We are also pleased to note, as referenced earlier in this report, that a budget monitoring spreadsheet continues to be maintained and presented to each Council meeting.
We have examined the level of year-end reserves noting that in total they have increased to £35,176 (£30,065 as of 31st March 2019). We also note, from review of the Council’s “Financial Statement for 2019-20”, that elements of this balance are earmarked for specific purposes including the Neighbourhood Plan and CIL moneys received. Whilst the above document indicates a general reserve balance of £16,233, it is not apparent how the residual balance is constituted, as no schedule identifying specific earmarked funds appears to be in place or has been provided for our examination.
Conclusions and recommendation
Whilst no significant issues have arisen in this area, we consider it essential that members formally consider and minute the level of individual earmarked funds and unspent CIL moneys to be carried forward at the close of each financial year.

R6.
The value of specific earmarked reserves to be carried forward from one year to the next should be identified and formally recorded as approved in the minutes and the annual “End of Year Financial Statement”.
Review of Income

The Council receives relatively limited annual income generally in the form of the annual precept, reclaimed and refunded VAT, limited bank interest and other miscellaneous donations. We have, as indicated in the first section of this report checked and agreed all cashbook transactions to bank statements and other available supporting documentation.

Conclusions

We are pleased to record that no issues arise in this area warranting formal comment or recommendation.
Petty Cash Account

No petty cash account is operated by the Council. Consequently, with any out-of-pocket expenses incurred reclaimed and paid accordingly through the normal payment process.
Review of Staff Salaries 

We have checked and confirmed that monthly salary payments to the Clerk are in line with her employment contract, subject to the amended national pay spine implemented from 1st April 2019 with the correct tax deducted and paid over to HMRC quarterly. 

As indicated in the first part of this report, the cost of payroll preparation should not be regarded as an “employment “ cost and, going forward into 2020-21 (i.e. with effect from 1st April 2020), neither should any travel or other expenses incurred by the clerk or the “use of home as an office” allowance. Full detail of this change is set out in the revised 2020-21 edition of JPAG Governance and Accountability Manual published recently: we have duly provided the Clerk with an electronic copy for her digestion, specifically drawing attention to the content of page 17 on Staff costs (AGAR Section 2, Box 4) and what should and should not be included therein from 1st April 2020. 
Conclusions 

We are pleased to record that no additional issues arise in this area to that referred to in recommendation R3 and the revised reporting arrangements of staff costs applying from 1st April 2020.
Fixed Asset Registers

The Governance and Accountability Manual (G&AM) requires all councils to maintain a record of all assets owned and are pleased to again note compliance with this requirement. The AGAR reporting arrangements require that asset values be reported at purchase cost or, where that value is unknown at the previous year’s recorded level uplifted or decreased to reflect the acquisition of any new assets or any disposals. Consequently, all new assets acquired in the year should be entered at purchase cost, net of VAT. 
The Council’s Fixed Asset Register, now maintained in Excel spreadsheet format, records a total asset holding value of £257,773, reflecting the cost pf new acquisitions (net of VAT) during 2019-20 less the War Memorial (previously recorded with a value of £25,000), which has been removed from  the register, as it has been established that the Council do not own it.

We are pleased to note that the information in the register is broadly in line with that recommended by us previously: however, we note the inclusion of one purchase with a value of only £6. Consequently, we suggest that the Council set a realistic value for those assets to be regarded as “fixed” and included in the register, as such small value items would normally be regarded as revenue spending and not be included in the register. The exception to this is in relation to donated or “community” assets which the Council has not “purchased”. In accordance with the G&AM, these should be recorded with a nominal value of £1.

We are also pleased to acknowledge the Council’s actions in developing a photographic register of assets as recommended by us last year.
Conclusions
Overall, we consider the general arrangements for asset recording and management sound with an appropriate register, including photographic evidence, now maintained. Whilst we do not consider it warranting a formal recommendation, we suggest that consideration be given to setting a de minimus value (say £100) below which new assets are not included in the register.
Investments and Loans

The Council has no specific investments or loans in place.

Statement of Accounts and AGAR
The AGAR, Section 2, now serves as the Council’s statutory Accounts, which, together with the Governance Statement at Section 1 is subject to external audit review and certification.
We have checked and agreed the detail on the AGAR to the analysis of receipts and payments as set out in the cashbook subject to the amendments required in relation to the recording of staff costs at Section 2, Box 4 of the year’s AGAR and consequently values in other Boxes.
Conclusions

Based on the satisfactory conclusions reached from our review programme, we have duly signed off the IA Certificate in the year’s AGAR assigning positive assurances in each relevant area, bur remind the Clerk and members of the need to publish all relevant information on the Council’s website.
	Rec. No.
	Recommendation
	Response

	Maintenance of Accounting Records and Bank Reconciliation
	

	R1
	In line with best practice and the Council’s own Financial Regulations, the formally prepared quarterly bank reconciliations should not only be reviewed by a nominated non-cheque signing member, they should also be signed-off and dated, the documents being retained and provided  for audit inspection.



	

	R2
	The cashbook and bank reconciliation totals should be calculated using the software formula, rather than be added up separately and then entered, thereby reducing the risk of error.


	

	R3
	The AGAR Section 2 financial detail should be recorded in line with that provided to the Clerk to reflect the true value of Staff costs to be reported at Section 2, Box 4 of the AGAR with appropriate revised values recorded in other boxes.


	

	Review of Corporate Governance
	

	R4
	The Council must ensure compliance with the Accounts and Audit Regulations publicising all relevant and required documentation on its website.


	

	R5
	Consideration should be given to setting the limit for tender action at the lower value of £10,000 as was previously the position.


	

	Budgetary Control & Reserves
	

	R6
	The value of specific earmarked reserves to be carried forward from one year to the next should be identified and formally recorded as approved in the minutes and the annual “End of Year Financial Statement”.


	



[image: image1.jpg]