INTERNAL AUDIT REPORT

MUCH HOOLE PARISH COUNCIL

2022/23

The internal audit 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 in place, adequate for the purpose intended and effective.
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

	1
	The contracts section of the NALC model Financial Regulations has been amended to such a degree that there are now no thresholds for the council to secure three quotations. Therefore, the only requirement is for a tender process above £25,000 with no lower threshold whereby three quotations are required. This means the council would be very rarely required to market test any item of expenditure or contract. The NALC model Financial Regulations require three quotations for contracts between £3000 and £25000.

	The council should adopt the NALC model Financial Regulations and not amend them such that no quotations are ever required for contracts below £25000.
	

	2
	Fixed Assets

The fixed asset register is in WORD format with no totals and no indication of which valuation method is used to calculate the total fixed assets figure for disclosure in the AGAR accounts.
The village signs expenditure in the year were included in the fixed asset register gross of VAT, however, fixed assets should be recorded net of VAT as VAT is reclaimed.
	The fixed asset register should be recorded in a spreadsheet with a total shown that agrees to the assets disclosure in the AGAR accounts.
Fixed asset additions should be recorded in the asset register net of VAT.
	

	3
	Publication Requirements:
The Notice of Conclusion of Audit and Audit Certificate were not published by the deadline of September 30th 2022. 

Therefore, we have concluded in the AGAR internal audit certificate that the council did not comply with the publication requirements for the 2021/22 AGAR audit as required by the Accounts and Audit Regulations 2015.

	The council must comply with the publication requirements of the Accounts and Audit Regulations 2015.
	

	4
	General reserves have increased over the prior year and at the year end at £40,237 were significantly in excess of 100% of the precept level. Sector guidance is that councils should aim for a general reserve level of between 25% and 100% of the precept or net operating expenditure. The Practitioners Guide also notes this recommended level of reserves.


	The council should review the level of general reserves during the budget setting process with reference to sector guidance and consider establishing earmarked reserves where these are required for community projects and schemes.


	

	5
	There were inconsistencies in the council cashbook provided for internal audit with the result there was a £78 difference between the running total in the cashbook and the cashbook expenditure control total. This was due to the following items that had not been carried across in the cashbook:

· 30/06/22 bank charge £18


· 19/05/22 PAYE £60


	The council cashbook should be corrected for the items we have noted.
	

	6
	The staff costs figure disclosed on the AGAR accounts includes employee expenses for mileage.


	Non taxable employee expenses should not be included in the ‘staff costs’ disclosure in the AGAR accounts.


	


