INTERNAL AUDIT REPORT

CHOLMONDELEY and CHORLEY PARISH COUNCIL

2022/23

The internal audit was carried out by undertaking the following tests 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. The recommendations reported in the action plan overleaf should be implemented promptly.
As part of the internal audit work for the next financial year we will follow up all recommendations included in the action plan.

JDH Business Services Limited
ACTION PLAN

	
	ISSUE


	RECOMMENDATION
	FOLLOW UP

	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 published on the council website as the 2021/22 notice is actually the 2019/20 notice.


	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.
	

	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 not identify the analysis of variances, bank reconciliation and AGAR accounts on the website. Therefore, the majority of the required documents are not published. 
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.
	

	3
	The published Certificate of Exemption for 2021/22 contains the incorrect total income figure.

	The Certificate of Exemption must be completed correctly with total income and expenditure agreed to the council accounts.

	

	4
	The bank reconciliation and accounts were incorrect for 2022/23 as no account had been taken of three unpresented cheques in the bank reconciliation which were issued March 28th 2023 per the cashbook.

	In future, the bank reconciliation format should be presented as per the template below and that will easily demonstrate how the reconciled bank balances equate to Box 8 in the AGAR:

Cash Book
Balance b/f       
£7312.61
Receipts          
£6328.70
Payments       
£4685.18
Balance c/f     
£8956.13
Bank
Current acc           
£50
Deposit Acc
£9095.33
Less u/p cheques                                     

£117.20
Balance as at 31/3     
£8956.13


	

	5
	The AGAR accounts were incorrect due to issue 4.) above and those presented for internal audit did not cast correctly. The balanced and correct figures are shown opposite.

	The AGAR should be amended to show the corrected balanced figures below:
Annual Return Correct Figures:

2022/23
balances b/f

7313
precept

3157
other receipts

3171
staff costs

850
loan 

0

other payments

3835
balances c/f

8956
cash & investments

8956

	

	6
	RECURRING ISSUE

We previously reported that a VAT reclaim form had been completed for the period 01/04/2018 to 31/03/2020, although this had not been received as at 18 June 2021. No VAT was received in 2022/23 or 2021/22. Therefore, the VAT reclaims outstanding cover a significant number of financial years and there are four year time limits for the reclaim of VAT.


	VAT claims must be completed on a timely basis and actually submitted to HMRC as four year time limits for reclaim apply.
	

	7
	The fixed asset figure disclosed in the AGAR for 2022/23 for £9145 is incorrect. The figure for 2022/23 fixed assets in the asset register is £2565

	The 2022/23 AGAR should be corrected to show the correct value of fixed assets.
	

	8
	Reserves are in excess of 289% of the precept. Sector guidance is that general reserves should be maintained at a level between 25% and 100% of the precept.


	The council should review the level of general reserves with reference to sector guidance.
	

	9
	Sample testing of expenditure and review of the invoice file identified that a significant number of vouchers has not been retained for expenditure. The following items from our sample were not included in the invoice file:
· Cheque number 600

· Cheque number 604

· Cheque number 611

· Cheque number 560


	Invoices must be secured and retained for all expenditure. The missing invoices should be sourced to ensure there is a complete record of source documentation for expenditure and that VAT can be reclaimed.
	

	2021/22 internal audit



	1
	We previously reported that a VAT reclaim form had been completed for the period 01/04/2018 to 31/03/2020, although this had not been received as at 18 June 2021. No VAT was received in 2021/22 and another VAT reclaim was included in the file for internal audit for the period 01/07/2019 to 31/03/2022. Therefore, the VAT from 01/04/2018 to 30/06/2019 has not been reclaimed and in fact it does not appear that the VAT reclaim provided for internal audit to review in 2020/21 was submitted as the current claim form duplicates a significant element of the previous reclaim form


	VAT claims must be completed on a timely basis and actually submitted to HMRC as four year time limits for reclaim apply.
	Recommendation Outstanding – see 2022/23 issues

	2
	The council had not published any documentation relating to 2020/21 required by the Transparency Code and the Accounts and Audit Regulations 2015, as there was not tab on the website for 2020/21 information, only for 2019/20 and 2021/22.

	The council must comply with the Transparency Code and the publication requirements of the Account and Audit Regulations 2015, including those for publishing the notice of electors rights of inspection on the council website on the announcement day of the notice.


	Recommendation Outstanding – see 2022/23 issues

	2020/21 internal audit



	1
	Recurring Recommendation

General reserves are in excess of 200% of the precept and no earmarked reserves are disclosed. Sector guidance is that general reserves should be maintained at a level between 25% and 100% of the precept.


	The council should review the level of general reserves with reference to sector guidance.
	Recommendation outstanding, although precept has been reduced and some funds are held in reserve from Groundworks.

	2
	The council had not published the following as required by the Transparency Code:
· All items of expenditure above £100
In addition, the council had not published on a publicly available website (as required by the Accounts and Audit Regulations 2015), the following items: 

· Signed Certificate of Exemption

· Analysis of variances

· Bank reconciliation


	The council must comply with the Transparency Code and the publication requirements of the Account and Audit regulations 2015.
	Recommendation Outstanding – see 2021/22 issues

	2019/20 internal audit



	1
	The council did not comply with Regulation 15 of the Account and Audit Regulations 2015 as it failed to make proper provision for the exercise of public rights in Summer 2019 for the 2018/19 accounts as the approval date of the accounts in the AGAR annual return was after the start date of the period for the exercise of public rights.


	The council must ensure that it makes proper provision for the exercise of public rights for every financial year
	Implemented

	2
	No further issues identified in 2019/20 internal audit. However, see 2018/19 issues below that are still outstanding and 2017/18 issue three regarding lack of clerk employment contract


	Internal audit recommendations should be implemented on a timely basis.
	Partially implemented

	2018/19 internal audit



	1
	Reserves are in excess of 200% of the precept and no earmarked reserves are disclosed.


	The council should monitor the level of reserves from year to year and ensure that excessive reserves are not carried forward.
	No response to this internal audit issue in the council minutes.

Recommendation Outstanding



	2
	Fixed assets are disclosed as unchanged from the prior year. However, testing identified the purchase of a defibrillator cabinet in the financial year.


	If the council owns the cabinet it should be added to the fixed asset register and the corrected figure included in the AGAR annual return


	Recommendation Outstanding

2020/21 follow up – An updated fixed asset register has been produced



	3
	No VAT was reclaimed or received in the financial year.


	VAT reclaims should be made on a timely basis.


	A VAT reclaim has been completed for the period 01/04/2018 to 31/03/2020, although this had not been received as at 18 June 2021.




