INTERNAL AUDIT REPORT

WEAVERHAM PARISH COUNCIL

2023/24

The internal audit of Weaverham 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

 The council has complied with the publication requirements for the prior year AGAR

 The council correctly provided for a period for the exercise of public rights for the prior year AGAR

 Council published the required information on a website up to date at the time of the internal audit in accordance with relevant legislation.

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 should 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.

JDH Business Services Limited

ACTION PLAN
	
	ISSUE


	RECOMMENDATION
	FOLLOW UP

	2023/24 internal audit



	1
	The AGAR accounts do not agree to underlying information as the supporting financial information that discloses the council bank reconciliation consolidated with the Cemetery share shows a total carried forward balances of £287,198. However, the 2023/24 AGAR accounts we have been presented with disclose a carried forward balance in box 7 (and 8.) of £278,657. Therefore, there is a difference of £8,541 between the AGAR closing balances figure and the underlying supporting accounts.

 
	The council must urgently investigate this accounting issue, and ensure each box in the AGAR for receipts and payments is validated to underlying information, including the consolidation of the council share of burials income and expenditure, as the AGAR accounts published on the council website and provided to both internal and external audit do not currently agree to the supporting documentation we have been provided with.
	Amended AGAR & Account reconciliation actioned.
Input error due to cemetery costs being entered incorrectly.

	2
	The council did not review, update and approve a risk assessment during the financial year. This is a requirement of the Financial Regulations.


	The risk assessment must be reviewed, updated and approved by council each financial year. 
	Risk assessment will be updated and approved at the next council meeting which is to be held on 24th February 2025 

	3
	No procurement information was included in the information pack for internal audit for any of the following contracts above the thresholds in the Financial Regulations (FRs) that formed a part of our sample request:

· Stage Hires - coronation

· Stall and chairs hires - coronation
· Playground equipment

· Grounds maintenance contract

· One off open spaces works


	The council must ensure all contracts above thresholds in the Financial Regulations are procured in accordance with the contract regulations in the FRs.

The council should provide for internal audit the procurement information for the listed contracts.
	Stages Hires & Chairs - only one company could provide the equipment required due to the demand of the coronation. 

Playground equipment. Tender assessment documents enclosed.

Grounds maintenance – Tender assessment document enclosed.

One off open space works – contract awarded to our existing supplier. We are happy with their quality of work and accreditation.


	4
	The VAT summary account within the SCRIBE ledger is incorrect because it does not include VAT reclaims made and received in 2023/24.  The 2023/24 VAT account shows a brought forward balance of £13843.67, VAT receipts in the year of £829.5 and VAT on payments of £45442.93 which equates to a closing balance of £58457.10. 

However, VAT reclaims were received throughout 2023/24 and included in receipts as follows:

April 2023 £4978.75

July 2023 £37013.65
October 2023 £1006.50

January 2024 £5055.01

Therefore, VAT reclaims received cannot have been accounted for correctly within the SCRIBE system and the year end debtor disclosed for VAT in the SCRIBE VAT account is incorrect as it does not reflect reclaims made and received..


	The council must urgently resolve the VAT account issue within the SCRIBE system and ensure the council VAT account correctly shows the VAT outstanding at the year end, and therefore, the correct amount of VAT that needs to be reclaimed. The council need to ensure through a comprehensive review of actual VAT reclaims that no duplicate VAT is reclaimed.
	I have undertaken a vat audit and can confirm that all the VAT returns and amounts claimed are correct. 

The issue with the VAT summary is around the opening VAT balance when SCRIBE was first used. I have asked SCRIBE for help in getting this amended.


	5
	Although there are a number of councillor signatories, two of which were also the volunteer part time clerks, we are informed that in practice the majority of cheques are signed by the councillors acting as volunteer clerks. This practice has now ceased with the recruitment of a new clerk. Financial regulations state the following:

5.3 Cheques drawn on the general bank accounts in accordance with the schedule referred to in paragraph 5.2, or in accordance with paragraph 6.4, shall be signed by two authorised members of the Council.

	The council should review Financial Regulations to ensure they are updated to include a requirement that in future when a situation arises where there are volunteer councillors acting as clerk or RFO or both, that a further cheque signatories are utilised in the signing of cheques.
	Financial regulations will be reviewed and updated for approval at our next council meeting which will be held on 24th February 2025.
Steps will be taken to make sure this does not happen again.

	6
	We were informed that one of the councillor signatories was also a Chair of a separate organisation receiving payments from the council. 


	In a situation where council signatory is also part of the payee organisation then different cheque signatories should sign the cheque payments. The Council should consider updating Financial Regulations to ensure this control is embedded in the Regulations.

All councillors must declare if they have an interest in any matters being discussed, including the making of payments and donations. This can be done when they complete their general declaration form, at meetings of the council, or committees where they are a member of the committee.
	Financial regulations will be reviewed and updated for approval at our next council meeting which will be held on 24th February 2025.

Steps will be taken to make sure this does not happen again

	7
	Payment schedules are now being produced from SCRIBE and signed by the Chair for each meeting. The system audit trail could be improved by stating the total of payments approved in the minutes which would agree to the total per the SCRIBE output. In addition, the council should review whether the SCRIBE system could be used to produce a list of proposed payments which could then be put to the next council meeting for review and approval, before the payments are made.
	The payment audit trail and system should be improved as noted.
	The council will review how it processes and approves payments in line with the Local Government Transparency Code 2015.
It should be noted that at each council meeting a summary of income & expenditure is approved and signed off by the chair of Council & The chair of Finance.

Finance committee meetings are to be held monthly to aid the approval and scrutiny process. With payment being tabled at each meeting for approval.

	8
	We could not identify in agenda packs the budgetary control statement for the September second quarter of the financial year. In addition, the only time we could see a formal statement of approval in the minutes of budgetary control information was in the January 15th, 2024 meeting as follows: ‘F36.3 The summary for Quarter 3 of 2023/24 was approved’.
Financial Regulations require that the RFO ‘shall regularly provide the council ……with a statement comparing actual expenditure against that planned’

	The SCRIBE system should be utilised to produce regular budgetary control reports to council as required by the Financial Regulations.

Council minutes should more clearly record that budgetary control information has been received reviewed and approved.


	Budget control information will be presented to the council on a quarterly basis for information and approval.

	9
	We were informed that the Council is exploring options for the Youth Centre. 


	The council should ensure the annual risk assessment is expanded to cover option(s) selected for the future of the Youth Centre and that a VAT report is secured from a local authority VAT consultant to ensure the VAT implications of the centre being used for VAT exempt hires in the future are clearly understood. The consultant report should also review the recoverability of VAT relating to any construction and  development works on the centre taking into account the future intended usage and income streams of the centre.
	The council has a working group looking at all aspects of our future project. The clerk will take advice from CHALC tax advisor before any work is carried out.
The council has experience in handling large projects of this kind.

	10
	We have received no documentation to date to support the following item in our sample:

Transaction 24
, Phone, Fax, Internet & Website 11/05/2023 IT Services £2,446.56


	The council must provide all invoices requested for internal audit and also clarify whether this item is a reimbursement for expenditure.
	Invoice to be provided as requested. 
Going forward all invoices will be scanned and placed into the appropriate accounting entry within scribe.


	11
	The council has exceeded the £200,000 threshold in 2023/24 as established in the Local Authority Transparency Code 2015. This brings with it additional requirements for publication of information on the council website, none of which has actually been published for 2023/24 to date. 


	The council must review the requirements of the Local Government Transparency Code and ensure it is compliant.
	Council will review the requirements of the Local Trancparency Code 2015. 
Monthly meeting of finance committee to note payments with approval being given of our monthly council meeting.

Financial information will be placed onto our web site for transparency.

	12
	The SCRIBE system has the functionality to include income and expenditure supporting documents to be uploaded and stored against individual transactions. Therefore, this would enable the council to have records supporting transactions for each financial year stored electronically within their accounting system.


	The council should make use of the electronic document upload function within SCRIBE to modernise how it stores records and to enable each transaction to be supported by electronic copies of supporting documentation such as invoices and vouchers.
	All supporting documents will be scanned and added to scribe.

	13
	There are two out of date cheques relating to the Coronation in the year end bank reconciliation.


	Where cheques are out of date and can no longer be presented for payment the Council should ensure the bank reconciliation and accounts are adjusted accordingly.
	One cheque is outstanding and this is subject to police investigation.
We will follow up with the supplier to get this resolved.

	14
	Publication Requirements:

The Notice of Conclusion of Audit and Audit Certificate were not published by the deadline of September 30th. However, this was because the external auditor had not completed their audit by the deadline so it was not possible for the council to comply with the September 30th publication date.

Publication Requirements - There is no evidence on the council website that all of the website publication requirements for 2023/24 were complied with. For instance, the financial information on the website is not up to date, the latest year being recorded is 2018/19.
Therefore, we have concluded in the AGAR internal audit certificate that the council did not comply with the publication requirements for the AGAR audit as required by the Accounts and Audit Regulations.

	The council must comply with the publication requirements of the Accounts and Audit Regulations 2015.
	Your comments are noted and action will be taken to comply with the requirements of Audit.

	15
	NALC has issued updated model Financial Regulations (FRs) for 2024 onwards. 


	The council should secure the latest model FRs (and Standing Orders) and align these to the council scope and activity to ensure up to date model documents are being used.
	The council will adopt the NALC Financial regulations model at its next meeting on 24th February 2025.

	16
	Further recommendation still outstanding from previous internal audit: 

There is no evidence that the council have implemented the requirements of the DPA 2018 in particular:

· No data audit or data inventory in place at the council

· No internal or external privacy notices

· No adopted procedures for dealing with SARs and data breaches

· No ongoing training in data protection and cybersecurity awareness

· No adopted consent forms for instance for photographs

· No analysis of council data processors and signed data processing agreements

· No evidence of key policies such as a retention of documents schedule/policy, IT security policy, communications and social media policy

	The council must address the data protection requirements of the DPA 2018


	Comment is noted and records will be updated and approved as required.
DPA policy to be formulated and approved.

	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.
	Public notice for 2022/23 was published on the website.

	2
	Publication Requirements:

The Notice of Conclusion of Audit and Audit Certificate were not published by the deadline of September 30th 2022. However, this was because the external auditor had not completed their audit by the deadline so it was not possible for the council to comply with the September 30th publication date.

Publication Requirements - There is no evidence on the council website that any of the website publications for 2021/22 were complied with.
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.
	Recommendation Outstanding – see 2023/24 internal audit issues above.

	3
	Although the spreadsheet bank reconciliation provided for internal audit was correct and the bank balances figure included in the AGAR, the SCRIBE system contained the incorrect year end bank reconciliation. The SCRIBE reconciliation as £99289.07 out of balance and the incorrect year-end balance for the current account was included in the reconciliation.. 


	The council should ensure as part of year end procedures that the SCRIBE bank reconciliation information is exactly consistent with all other year end documents.
	Recommendation Outstanding as the 2023/24 internal audit identified inconsistencies in the VAT account within SCRIBE and the actual VAT reclaims made and received. 

	2021/22 internal audit



	1
	Internal control objective (Objective M) in the AGAR internal audit certificate requires internal audit to conclude whether the Public Rights Notice during the previous Summer (2020/21 financial year) was compliant with the Regulations.

Although a copy of the public rights notice was provided to us, which contained a valid inspection period, there was no 2020/21 public rights notice on the council website and the notice contains no announcement date. Therefore, there is no information to evidence that this notice was published as required and that the public had sufficient notice and opportunity to inspect the records of the council.



	The council must ensure the Annual Notice of Public Rights is published on the council website as required by the Accounts and Audit Regulations 2015.
	Recommendation Outstanding – see 2022/23 issues

	2
	Publication Requirements - There is no evidence on the council website that any of the website publications for 2020/21 were complied with. Therefore, we have concluded in the AGAR internal audit certificate that the council did not comply with the publication requirements for the 2020/21 AGAR audit as required by the Accounts and Audit Regulations 2015. In fact, the most recent financial governance information published is dated 2018/19 on the council website.


	The council must comply with the website publishing requirements of the Accounts and Audit Regulations 2015 as prescribed in page one of the AGAR.

	Recommendation Outstanding – see 2022/23 issues

	3
	The October 2021, November 2021, and March 2022 expenditure sheets were not signed and dated.




	The expenditure sheets presented to council should be signed and dated by the Chair to evidence they are a complete and accurate record of the payments and other financial information presented to council for approval.


	No further expenditure issues identified in 2022/23 internal audit.

	2020/21 internal audit



	1
	The council did not comply with Regulation 15 of the Accounts and Audit Regulations 2015 as amended by SI 2020/404 the Accounts and Audit (Coronavirus) (Amendment) Regulations 2020 as it failed to make proper provision for the exercise of public rights for the 2019/20 accounts. The public notice inspection period commenced on  October  8th 2020 whereas the requirements was for the period to commence on or before September 1st 2020. 


	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.
	See 2021/22 recommendations

	2
	There is no minute that confirms the individual(s) who will act as the RFO in the financial year, although there is a confirmation of joint clerks.
	The council should minute the individual(s) who are confirmed as the council RFO.
	Implemented

	3
	The risk assessment was not updated, reviewed and approved by council during 2020/21
	The risk assessment should be updated, reviewed and approved by council each financial year.
	2021/22 follow up - Implemented

	4
	The invoices received from the swimming pool provider contain a VAT code ‘z’ which indicates the supply is zero rated. However, VAT is charged at 20% on the monthly fees.

	The council should query whether the correct rate of VAT is being applied to pool provider invoices
	Implemented

	5
	The previous risk assessment does not address the risks of supplier fraud. Most standard local council policies do not cover supplier fraud. The supplier fraud risks can be managed via appropriately robust policies and procedures. Examples of prevention actions include:


· training for staff to alert them to the potential risks of providing sensitive company information, by phone or other means, especially contract and account information.

· establish a rigorous change of supplier details procedure - where a supplier has purported to have changed their bank details always call the supplier to check the veracity of a request, using details in your system, rather than those on any associated letter or email. A person should be authorised to approve a supplier bank account change after having reviewed the process undertaken to verify the supplier details change

· periodic review of supplier accounts should also be undertaken to remove any dormant accounts. This reduces the likelihood of any old supplier information being used to secure fraudulent payments.

· checking address and financial health details with Companies House

· checking samples of online payments to supplier invoices to ensure the payment has been made to the supplier bank account
	The risk assessment should be updated to include supplier fraud including the adequacy of supplier onboarding controls.


	Implemented

	2019/20 internal audit



	1
	AGAR annual return

The annual return accounts cast to £219195 not the disclosed total of £219115, as Other Receipts have been incorrectly stated as £30487. The correct figure for other receipts is £30407.
	The Other Receipts figure in the Annual Return accounts should be amended as noted
	Implemented

	2
	Expenditure testing:

Handwritten notes are included instead of invoices for a number of supplies in March 2020 including Talktalk, BT and Fineswim. These are not VAT invoices, and the council should secure the actual invoices for these supplies in order to be able to reclaim the VAT
	Vouchers/invoices should be secured for all council purchases.
	No issues identified in 2020/21 sample testing of expenditure of existence of invoices/vouchers

	3
	Public Notice of Electors Rights

· There is no evidence the full notice that includes the date range of public rights of inspection was published on the council website

· No evidence was retained such as a dated image that the notice was published on the council notice board on the appointed date

Due to the lack of evidence available re Summer 2019 notice we have had to conclude ‘Not Covered’ on the AGAR annual return.
	The council must publish the notice of elector’s rights on the council website on the appointed date and also retain a dated image of the notice board or website as internal audit evidence
	See 2020/21 issues

	4
	Fidelity insurance of £250,000 does not cover maximum projected cash and bank balances which are calculated as year end reserves of £219k plus the next precept instalment of £110k which is £329k.
	The level of fidelity insurance should cover maximum projected cash and bank balances.

The adequacy of fidelity insurance should be reviewed annually as part of the risk assessment
	Implemented

	5
	There is no evidence that the council have implemented the requirements of the DPA 2018 in particular:

· No data audit or data inventory in place at the council

· No internal or external privacy notices

· No adopted procedures for dealing with SARs and data breaches

· No ongoing training in data protection and cybersecurity awareness

· No adopted consent forms for instance for photographs

· No analysis of council data processors and signed data processing agreements

· No evidence of key policies such as a retention of documents schedule/policy, IT security policy, communications and social media policy

	The council must address the data protection requirements of the DPA 2018


	Recommendation Outstanding
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