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Background and Scope

Statute requires all town and parish councils to arrange for an independent Internal Audit (IA)
examination of their accounting records and systems 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 2022-23 financial year, during our initial
review of the Council’s records, which has been undertaken remotely in mid-December 2022
following agreement of that approach with the Clerk. We again thank the Clerk in assisting the
process, providing the requested documentation in electronic format to facilitate commencement of
our review for the year.

Internal Audit Approach

In undertaking our review, we have 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 is designed to afford 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 ‘IA Report’ in the Council’s AGAR, which requires independent
assurance over a series of internal control objectives.

This report will be updated following completion of our final review for the year, the date of which
has to be agreed but will be timed to follow closure of the year’s Accounts in the Scribe software:
we hope to undertake that final review on site in conjunction with the review of the Clerk’s 3 other
Councils.

Overall Conclusions

We are pleased to record that, based on the work undertaken to date, the Clerk continues to
maintain adequate and effective controls over the Council’s finances: we acknowledge the actions
taken to address issues identified in our 2021-22 reports, although a few remain requiring
attention: where such areas remain to be addressed, we have reiterated the prior year
recommendations in order that they are not overlooked, together with one or two additional issues
identified this year.

This report has been prepared for the sole use of Newbottle Parish Council. To the fullest extent permitted by law, no responsibility or
liability is accepted by Auditing Solutions Ltd to any third party who purports to use or rely, for any reason whatsoever, on this report, its
contents, or conclusions.



Detailed Report

Maintenance of Accounting Records & Bank Reconciliations

The Clerk has continued to use the Scribe software to maintain the accounting records during 2022-
23 with 2 accounts now in operation through Unity Bank (Current and Playing Field).

Our objective in this review area is to ensure that the accounting records are being maintained
accurately and currently and that no anomalous entries appear in cashbooks or financial ledgers. We
have accordingly: -

» Ensured the accurate roll forward of the combined closing balances for 2021-22 into the
2022-23 Scribe accounts;

» Ensured that an appropriate coding structure is in place to facilitate effective budget
monitoring / performance management;

» Checked detail in the receipts and payments “cashbooks” generated by Scribe, examining all
transactions recorded for the financial year to 28" November 2022 agreeing detail to the
relevant supporting bank statements; and

> Checked and agreed detail on the Scribe generated bank reconciliation prepared at 28"
November 2022.

Conclusions and recommendations

The Council’s extant Financial Regulations (FRs), re-adopted in May 2022 are in line with the
latest NALC model documents, referring at Para 2.2 to the requirement for a member who is
neither the Chairman nor a cheque signatory at least once a quarter and at the financial year-
end to verify bank reconciliations and sign-off both the reconciliations and bank statements as
evidence of their review. We are pleased to note that reconciliations are routinely presented to the
Council and adopted also being signed-off by the Clerk and Chairman, the latter action being
contrary to the requirements of the adopted FRs.

An integral part of the Scribe generated bank reconciliation is inclusion of the value of any
uncleared payments (or receipts) at the time of reconciliation. The Scribe software generates
reports providing full detail of any such uncleared payments or receipts. Whilst the reconciliation
statements are now being uploaded to the Scribe accounts, detail of the uncleared transaction
reports is not being uploaded. We have also seen no evidence that the bank statements loaded
onto Scribe have been signed-off in accordance with the adopted FRs. As in last year’s report, we
urge that the uncleared receipts and payments reports are also reviewed and signed-off by a
nominated member (not the Chairman) and are uploaded to the Scribe software together with the
signed-off bank statements.

We will extend our review of these transactions for the remainder of the year at our final visit.

RI.  The Council should ensure compliance with the adopted Financial Regulations (Para 2.2)
with a nominated councillor, not the Chairman or a cheque signatory, formally agreeing and
signing-off the content of bank reconciliations, supporting bank statements and uncleared

cheque / receipt lists as evidence of their review and agreement of the reconciliation detail.

R2.  Copies of all the above signed documents should be uploaded to Scribe, rather than unsigned
copies.
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Review of Corporate Governance

Our objective here 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
(SOs) and that, as far as we are reasonably able to ascertain as we do not attend meetings, no
actions of a potentially unlawful nature have been or are being considered for implementation.

We are pleased to note that the Council has formal Standing Orders (SOs) and Financial
Regulations (FRs) in place, both of which have been reviewed and re-adopted in May 2022 and are
in line with the latest NALC model documents. However, as previously, we note that the SOs imply
a financial limit of £25,000 for formal tender action (Para 18.a.v refers) whilst the FRs specify a
limit of £10,000 (Para 11.1.b refers). The Clerk has advised that the Council has agreed a limit of
£5,000 for formal tender action: consequently, both the SOs and FRs will require further
amendment in the relevant paragraphs to reflect the revised limit of £5,000.

We have reviewed the Council minutes examining those for the financial year to 9" October 2022,
noting that those for the 21%' November meeting have yet to be produced due to the Clerk’s illness
and non-attendance at the meeting. We seek to ensure that no issues exist that may have an adverse
effect, through litigation or other causes, on the Council’s future financial stability and are pleased
to record that no such matters have been identified. In endeavouring to review the minutes on the
website, we noted that only those to May 2022 had been posted. In accordance with the
Transparency Code for Smaller Councils, minutes should, as a minimum, always be posted once
they have been approved at the next Council meeting, although most councils are now publishing
the draft minutes prior to approval, updating the website accordingly once they have been adopted.

We note that the external auditors have signed-off the 2021-22 AGAR with no issues raised.
Conclusions and recommendation

In noting the reduced value now agreed by the Council for formal tender action at £5,000, the
SOs and FRs will require amendment in the relevant paragraphs to reflect that amendment. We
shall continue to monitor the Council’s approach to governance at future reviews also
continuing our review of minutes for the year.

R3. The Standing Orders and Financial Regulations should be amended in the relevant
paragraphs to record the now approved lower value of £5,000 for formal tender action.

Review of Expenditure & VAT

Our aim here is to ensure that: -

» Council resources are released in accordance with the Council’s approved procedures and
budgets;

» Appropriate documentation supports payments, either in the form of an original trade
invoice or other appropriate form of document confirming the payment as due and / or an
acknowledgement of receipt, where no other form of invoice is available;

» All discounts due on goods and services supplied are identified and appropriate action taken
to secure the discount;

» The correct expense codes have been applied to invoices when processed, and

» VAT has been appropriately identified and coded to the control account for periodic
recovery.
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We have previously discussed with the Clerk the Council’s control procedures in relation to the
scrutiny and approval of traders’ and other invoices for payment and considered them generally
effective, although we suggested that they could and should be further strengthened to afford clear
evidence of members’ approval and involvement in the authorisation process, particularly in the
light of a relatively recent fraud perpetuated by a Town Clerk on the South coast.

We are pleased to note that the Clerk is uploading the majority of invoices to the Scribe accounts,
although those posted do not include any evidence of member scrutiny: however, that is provided
on the Scribe generated payment list for the month, which is duly signed-oft by the Chairman and
Vice Chairman confirming that they have reviewed the listed invoices agreeing them to the
schedule and approving the payments for release. We consider this a marginally acceptable
compromise, although we would prefer to see individual invoices being signed-off as well as the
schedule.

To ensure compliance with the above criteria, we have selected a sample of 15 individual non-pay
related payments in the year to 28™ November 2022 totalling £8,435 and equating to 56% by value
of non-pay related payments processed to that date. Our test sample includes two payments on 8™
April 2022 both of £1,011.21 for street lighting to Eon and nPower: on querying these with the
Clerk, we understand that one is a duplicated payment made in error to Eon, which has been
refunded against subsequent invoices, although we have not seen categoric evidence of any refund
and ask that the Clerk provides such documentary support as is available to confirm the refund as
received. We have also noted two further identical payments for street lighting to nPower in
October 2022, both of £748.62, which we again understand is an error with one payment made
online and the other by direct debit. Again, appropriate recovery should of the overpayment be
obtained.

We note that VAT reclaims are prepared and submitted to HMRC annually, with that for 2021-22
repaid on 27" April 2022: we shall examine the 2022-23 reclaim at our final review.

Conclusions and recommendations

As indicated above, we consider that controls over the authorisation and release of payment
could and should be further strengthened with members evidencing their involvement in the
process also initialling all payment documentation prior to its upload to the Scribe software.
Given the two duplicated street lighting payments processed in the year to date, further
improvement in the controls over payments being processed appears essential for
implementation.

The Clerk should, rather than await a credit being issued by nPower in respect of the duplicated
payments, actively seek a full refund: we also ask that we be provided with documentary evidence
confirming refund of the fist duplicated payment made in April 2022.

R4.  Members approving and releasing payments should ideally, in line with best practice,
examine and sign-off / initial all invoices using the rubber stamp affixed to the invoices to
indicate effective and full discharge of their fiduciary responsibilities in checking and
releasing the payments: such action would also reduce the risk of duplicated payments
occurring.

R5.  To ensure full recovery of the two duplicated payments, the Clerk should seek physical
refunds of the overpaid amounts, rather than await reductions on future invoices.

R6.  All documentation supporting payments should be uploaded to Scribe.
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Assessment and Management of Risk

Our aim here is to ensure that the Council has put in place appropriate arrangements to identify all
potential areas of risk of both a financial and health and safety nature, whilst also ensuring that
appropriate arrangements exist to monitor and manage those risks to minimise the opportunity for
their coming to fruition.

We have examined the Council’s insurance policy with Hiscox noting that cover is in place with
both Employer’s and Public Liability cover standing at £10 million, together with Fidelity
Guarantee cover at £0.5 million, all of which we consider appropriate for the Council’s present
needs. We also note that “Business Interruption — Loss of Revenue” cover is in place at £10,000: as
the Council has no variable income likely to warrant any claim in this respect, we suggest that
consideration be given to the requirement to insure for that possible eventuality.

We are pleased to record that the Council has reviewed and re-adopted its Risk Management
document at the July 2022 Council meeting, also noting that, following our previous
recommendation, a more comprehensive document has now been prepared and adopted: we
consider the revised document appropriate for the Council’s ongoing requirements.

We again note that an external provider undertakes periodic reviews of the Council’s play areas
reporting their conclusions accordingly with detail presented to the Council for determination of
any remedial action considered necessary. This review is supplemented by “in-house” reviews
undertaken by members who advise the Clerk of any issues requiring attention.

Conclusions

We are pleased to record that no issues have been identified in this area warranting formal
comment or recommendation at this stage of our review. We shall continue to monitor the
Council’s approach to risk management at future visits.

Budgetary Control & Reserves

Our objective here is to ensure that the Council has a robust procedure in place for identifying and
approving its future budgetary requirements and level of precept to be drawn down from the District
Council: also, that an effective reporting and monitoring process is in place. We also aim to ensure
that the Council retains appropriate funds in general and earmarked reserves to finance its ongoing
spending plans and cover any unplanned expenditure that might arise.

The Council usually considers its budgetary and precept requirements at its November meeting: due
to the unavailability of minutes for the current year’s meeting, we have not been able to determine
whether appropriate discussion or a formal resolution was reached approving the 2023-24 budget
and precept. Consequently, we shall check the outcome of members’ deliberations at our final
review.

We are pleased to note that the Clerk continues to provide members with detail of the Council’s
budgetary position during the year and have reviewed the latest Scribe generated information at 30"
November with no significant variances apparent that warrant further action, although we note that
no budgets in respect of the annual precept or recoverable VAT have been recorded in the software.
In examining the Scribe detailed transaction by code report, we note that three HMRC payments
have been coded to Centre 3, whilst all others have been coded to Centre 1. The appropriate code
should be applied for all HMRC payments.

Newbottle PC: 2021-22 (Interim) 16" December 2022 Auditing Solutions Ltd



7

As indicated in last year’s report, we have seen no indication that the Council has considered the
establishment of any specific reserves to be set aside for any future potential development
aspirations or periodically recurring expenditure such as election costs or equipment replacement,
although we note the intent to consider this at the current financial year-end.

Conclusions and recommendation

We are pleased to record that no significant concerns arise in this area currently, although we
suggest that the correct / consistent code be applied to the HMRC payments made to date in the
year. We shall undertake further work at our final review examining the year-end budget outturn
seeking explanations for any significant variances that may have arisen subsequent to this review
and considering the ongoing appropriateness of the level of retained reserves to meet the
Council’s ongoing revenue spending requirements and potential development aspirations.

R7. The approved income budget detail should be entered into Scribe to afford a means of
measuring actual performance against the planned income levels in each category.

R8. Monthly tax and NI payments to HMRC should be coded consistently throughout the year.

Review of Income

The Council receives income by way of the annual precept, recoverable VAT and occasional grants
and donations. We have, as indicated in the first section of this report, agreed income recorded in
the Scribe accounts to the underlying bank statements with no issues arising.

Conclusions
We are pleased to record that no issues arise in this area warranting formal comment or

recommendation. We shall agree any further income arising in the year at our final review, also
ensuring the accurate compilation of the year’s VAT reclaim to be submitted to HMRC.

Petty Cash Account

The Council does not operate a petty cash account.

Review of Staff Salaries

In examining the Council’s payroll function, we aim to confirm that extant legislation is being
appropriately observed as regards adherence to the Employee Rights Act 1998 and the requirements
of HMRC legislation as regards the deduction and payment over of income tax and NI
contributions.

The Clerk is the only employee of the Council: we examined the content of her employment
contract previously year noting that she is paid in accordance with the nationally agreed NJC salary
scale. The Council has outsourced preparation of the monthly payroll to Tax Assist, with all
necessary monthly documentation provided to the Clerk to facilitate payment of her net salary, tax
and NI contributions to HMRC.

To meet the above objective, we have: -
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» Noted that members approved an increase in the Clerk’s salary to spinal point 24 with effect
from 1°* April 2022, together with an increase in her monthly hours from 1% June 2022;

» Checked and ensured the accuracy of the Clerk’s gross salary paid in November and
December 2022 noting that the December salary was uplifted to incorporate the national pay
award agreed from 1% April 2022: however, the backdated arrears due from 1% April 2022
have not yet been paid,

» Checked and agreed the calculation of any tax and / or NI deductions to be applied based on
the gross salary paid each month in accordance with the tax code recorded on the pay slip
and appropriate NI Table; and

» Noted that the Clerk has not been enrolled in the LG Pension Scheme.
Conclusions
We are pleased to record that no issues have been identified in this area this year warranting
formal comment or recommendation. The Council will, however, need to ensure the backdated

arrears of pay due from I*' April 2022 as a result of the national pay award are implemented
accordingly.

Investments and Loans

We aim in this area of our review process to ensure that the Council is taking appropriate action to
ensure interest earning capabilities are maximised whilst safeguarding the Council’s resources. We
again note from examination of the Scribe accounts that no bank interest has again been received to
date this year.

No loans are in existence either payable by or to the Council.

Conclusions

No issues arise in this area warranting formal comment or recommendation currently.

Newbottle PC: 2021-22 (Interim) 16" December 2022 Auditing Solutions Ltd



P71 suoynjog Sunipny 20T RPAURN( w91 (wpyuy) €7-7707 :0d AM0GMIN

1834 9y} Inoy3noayl APudlsIsuod papod 2q pnoys DYAH 01 siuswked [N pue xe} A[YIUON A

‘10397189 083 Ul S[9A9] dwodul pauue[d oy 3surede douewio)rod
[emoe SULINSEOUI JO SUBOW B PIOJJe 0) 9qLIDS OJUl PaIoJuo dq PIhoys [redp 13pnq swodur pasoidde oy R

SIAIISIY pue [0.3U0)) A18}I3pnyg

*0qLI0S 03 popeoldn aq pnoys syuewAed Junroddns uoneyusWNOOP [V ol

"SOOIOAUI 2IMNJ UO SUONONPAI JIEME URL} JOUJRl ‘Sjunowe
predianro a3 Jo spunjar [eorsAyd jaas pinoys NI ay} ‘syuowAed pajeorjdnp om) a3 Jo AI9A0AI [[NJ INSUS O], |

"Surmnooo syuewked pajeorjdnp
JO YSII ay) 2onpal os[e p[nom uonode yons :sjuowiked oy Surses[or pue Sumyoyd ul saniiqisuodsar Areronpiy
119y Jo 98IeyosIp ([N} PUB SANIIJQ 2JBIIPUL 0) SIOIOAUI AU} 0} paxije duwrels 1qqni Ayl SuIsn SAJI0AUL [[€ [eDIUL
/ JJ0-uSIs pue durwexd ‘oonoeld 1s9q yim oull ur ‘A[[eapr pinoys syuowAed Suisesjor pue Suraoidde sioquIdpN P

LVA 2 31mIpuddxy Jo MI1AY

‘uonoe IOpUd) [BULIO) 10 000°SF JO on[eA Jamof paroidde
Mou Y} p1ooa1 03 sydeidered JuUBAJ[QI Q) UI POpUSWE 9 P[NOYS SUONBINIIY [eIOUBUL] PUB SIOPI) SulpuelS oy, ol

DUBUIIA0Y) 3)e10dI0) JO MIAIAIY

'so1doo pougisun uey Joyjel ‘0qLIdS 0} popeoldn 9q p[noys spuswNoop pausis dA0qe ay) [[e Jo sardo) d

‘[Te19p UONIBI[IOU0AI AY) JO JUSWITe
PUB MIIADI JI9Y) JO 9OUIPIAS S §)SI| 1d19001 / onbayo patesjoun pue sjuowdiels yueq Sunsoddns ‘suoner[rou0oal
Jyueq Jo judjuod oy} jjo-3urudis pue Furdide A[eunoy ‘A10jeusdis onboys e 10 uBWLIERYD) Oy} JOU ‘IO[[IOUNOD
pareuriou & ym (7'g eied) suonenday [eroueur paydope oy ym oouerjdwos ainsue pinoys [10UN0) YT, IR

SUONEBI[IDU0IIY YUeg PUE SHUIWISURLIY SUNUNOIIY JO MIAIAY

oN

asuodsay UONEPUIWIWOINY | Y




