INTERNAL AUDIT REPORT

GREAT BUDWORTH PARISH COUNCIL

2023/24

The internal audit of Great Budworth Parish Council was carried out by undertaking the following tests as specified in the AGAR Annual Return for Local Councils in England:

 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 NOT in place, adequate for the purpose intended and effective, and the recommendations reported in the action plan overleaf need to be implemented.

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

	RECOMMENDATION
	FOLLOW UP

	2023/24 internal audit



	1
	There is no clear disclosure of all the year-end earmarked reserves carried forward from year to year. The precept for the year was £9,511 and total reserves at the year-end were £26,269, which is 276% of the precept level. Minutes in the year note that prior receipts for ‘filming’ were ringfenced but this is not quantified.

There is no evidence that regular budgetary control reports were provided to council for review throughout the entire financial year.

	The council should ensure year end earmarked reserves are fully analysed and authorised by council resolution. This will also ensure the adequacy of the level of remaining general reserves can be monitored accurately with reference to the levels recommended by sector guidance (i.e. general reserves should fall within the range of 25% and 100% of the precept).

Regular budgetary control reports should be provided to council for review.


	

	2
	Internal control objective N in the AGAR internal audit certificate requires us to conclude whether the authority has complied with the publication requirements below for the 2022/23 AGAR.  

Internal control objective L in the AGAR internal audit certificate requires us to conclude whether the authority publishes information on a website/webpage, up to date at the time of the internal audit, in accordance with the Transparency code for smaller authorities.
 
Publication Requirements
Smaller authorities must publish various documents on a publicly available website as required by the Accounts and Audit Regulations 2015, the Local Audit (Smaller Authorities) Regulations 2015 and the Transparency Code for Smaller Authorities. These include:

· Certificate of Exemption
· Annual Internal Audit Report
· Section 1 – Annual Governance Statement 
· Section 2 – Accounting Statements Analysis of variances 
· Bank reconciliation
· Notice of the period for the exercise of public rights and other information required by Regulation 15 (2), Accounts and Audit Regulations 2015.

We could not identify all of the information from the above list on the website. Therefore, we have concluded the council did not comply for 2022/23 with the:

· Publication requirements for smaller authorities

· Transparency Code for smaller authorities 

	The council must comply with the publication requirements of the Accounts and Audit Regulations 2015, the Local Audit (Smaller Authorities) Regulations 2015 and the Transparency Code for Smaller Authorities.
	

	3
	Payroll issues identified:
· There is no contract of employment for the current clerk

· Increases in hours worked from six to nine hours a week appear to be retrospectively approved in the council minutes rather than agreed in advance.

· The working from home allowance has increased from £10 a month for the previous clerk, which is within the HNRC tax free threshold, to £10 a week, which is above the highest tax free lump sum working from home allowance in the HMRC guidance

· The council received a notice of a fine in the year for late payment of payroll taxes and monthly RTI returns were not always completed on time.

· There is no supporting documentation for the salary payment in April 2023 such as a payslip.


	A contract of employment defining clearly the hours required and allowances to be paid should be established.
Significant increases in hours to be worked should be authorised in advance by council.

The council need to ensure that where lump sum allowances are paid in excess of the tax free amount, that any payroll taxes due are accounted for and remitted to HMRC.

Payslips and supporting payroll documentation must be retained for all salary payments.

RTI submissions must be made within HMRC deadlines.
	

	4
	Staff costs in thew AGAR accounts of £5,275 includes some reimbursement of expenses and a tax free element of the ‘working from home’ allowance. These are not staff salary costs and must be included in ‘Other Payments’ in the AGAR and not in ‘Staff Costs’. 


	The AGAR accounts should be amended to show the correct figures for Staff Costs and Other Payments.
	

	5
	The 2023/24 cashbook has no separate column for VAT and no VAT is identified for any of the transactions in the year. Therefore, there is no analysis of VAT in the cashbook to ensure a complete and accurate VAT reclaim can be submitted for all 2023/24 VAT.

	The cashbook must include a column for VAT which should be sued to compile a complete and accurate VAT reclaim to HMRC.
	

	6
	The council received notice in May 2023 that some subscriptions registered with the antepenultimate clerk were still being charged to them and the council had not as agreed set up the subscriptions on an alternative credit card. Therefore, an individual who was not employed by the council was incurring council expenditure. Reimbursements have been made for these payments.

 
	When a clerk leaves post the council must ensure all subscriptions are moved to a new card.
	

	2022/23 internal audit



	1
	The council did not comply with Regulation 15 of the Accounts and Audit Regulations 2015 as it failed to make proper provision for the exercise of public rights for the 2021/22 accounts. The public notice was not published on the council website.


	The council must comply with the requirements of the Accounts and Audit Regulations 2015 with respect to the notice for the exercise of  public rights.
	Implemented

	2
	Internal control objective N in the AGAR internal audit certificate requires us to conclude whether the authority has complied with the publication requirements below for the 2021/22 AGAR.  

Internal control objective L in the AGAR internal audit certificate requires us to conclude whether the authority publishes information on a website/webpage, up to date at the time of the internal audit, in accordance with the Transparency code for smaller authorities.
 
Publication Requirements
Smaller authorities must publish various documents on a publicly available website as required by the Accounts and Audit Regulations 2015, the Local Audit (Smaller Authorities) Regulations 2015 and the Transparency Code for Smaller Authorities. These include:

· Certificate of Exemption
· Annual Internal Audit Report
· Section 1 – Annual Governance Statement 
· Section 2 – Accounting Statements Analysis of variances 
· Bank reconciliation
· Notice of the period for the exercise of public rights and other information required by Regulation 15 (2), Accounts and Audit Regulations 2015.

We could only identify any of the information from the above list on the website. Therefore, we have concluded the council did not comply for 2021/22 with the:

· Publication requirements for smaller authorities

· Transparency Code for smaller authorities .

	The council must comply with the publication requirements of the Accounts and Audit Regulations 2015, the Local Audit (Smaller Authorities) Regulations 2015 and the Transparency Code for Smaller Authorities.
	Recommendation Outstanding 

	3
	There is no clear disclosure of all the year-end earmarked reserves carried forward from year to year.
	The council should ensure year end earmarked reserves are fully analysed and authorised by council resolution. This will also ensure the adequacy of the level of remaining general reserves can be monitored accurately with reference to the levels recommended by sector guidance (i.e. general reserves should fall within the range of 25% and 100% of the precept).


	Recommendation Outstanding

	4
	The council did not review, update and approve a risk assessment during the financial year. 
	The risk assessment should be reviewed, updated and approved by council each financial year.


	Implemented

	5
	The council did not remit any tax deductions from payroll to HMRC during the financial year.


	All payroll liabilities due to HMRC in respect of 2022/23 should calculated and settled as soon as possible.


	See 2023/24 issues

	6
	No VAT reclaims were received during 2022/23.


	VAT should be reclaimed at least annually.
	Implemented as prior years VAT received in 2023/24, however, see 2023/24 VAT issue


	7
	No deposit account bank statement to substantiate the year end balance was provided with the information for internal audit.


	Key records must be provided for the internal audit.
	Implemented

	2021/22 internal audit


	1
	There is no clear disclosure of all the year-end earmarked reserves carried forward from year to year,
	The council should ensure year end earmarked reserves are fully analysed and authorised by council resolution. This will also ensure the adequacy of the level of remaining general reserves can be monitored accurately with reference to the levels recommended by sector guidance (i.e. general reserves should fall within the range of 25% and 100% of the precept).


	Recommendation Outstanding
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