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Background and Scope

The Accounts and Audit Arrangements introduced with effect from 1st April 2001 required all Town and Parish Councils to implement an independent internal audit examination of their Accounts and accounting processes annually. The Council complied with the requirements in the terms of independence from the Council decision making process appointing Voluntary Action Rotherham to provide an internal audit function to the Council; this report sets out those areas examined during the course of our investigation of the Councils Accounts and Accounting processes for 1st April 2010 to 31st March 2011.

Internal Audit Approach
The audit has been conducted in accordance with the direction of the Council set out in the approved minutes of the Council meeting held on 10th January 2011. The audit is not designed to identify all significant weaknesses in the association’s systems but, if such weaknesses come to our notice during the course of our examination, which we think should be brought to your attention; we shall report them to you.

The responsibility for the prevention and detection of fraud, error and non-compliance with law or regulations rests with yourselves.  The audit should not be relied upon to disclose all material misstatements or frauds, errors or instances of non-compliance as may exist.

In accordance with the Audit Commission's 'Directions and Guidance Notes for the Carrying out of an Internal Audit’, our work plan consisted of an investigation to review whether the systems of financial and other controls over the Council’s activities and operating procedures are effective. Areas covered by the testing included;
- Bookkeeping

- Adoption and application of standing orders and financial regulations

- Payment control

- Risk management arrangements

- Budgetary controls

- Income controls

- Petty cash procedures

- Payroll control

- Asset control

- Bank reconciliations

- Year-end procedures

Overall Conclusion

Subsequent to the Internal Audit I conclude and report that although there has been some level of consolidation with regards to the resignation of the previous Clerk and appointment of the new Clerk, the record keeping has been adequate. There are areas in the Standing orders policy the Council may benefit from reviewing such as the process of purchasing items and services in excess of the de minimus level competitively. 

After reviewing the systems and assurances by the newly appointed Clerk I have confidence that the figures lifted into the Statement of Accounts for the financial year ended 31st March 2011 are accurate. As assured by the Clerk, and minuted in February’s Council meeting, the Council will benefit from the Clerks new record keeping system which will be in effect as from 1st April 2011.
Detailed Report

Bookkeeping
A computerised cashbook is maintained and kept up-to-date. The cashbook is arithmetically correct and is reconciled on a monthly basis on the computerised system and on the monthly bank statements.
Standing orders and financial regulations
The standing orders and financial regulations have been adopted and are adhered to. The standing orders policy is reviewed on an annual basis and was last reviewed in May 2010. It is recommended the Council review and carefully looks at areas within the policy which refer to the de minimus level.
Payment control
All payments are authorised and approved at monthly Council meetings. They are recorded on the computerised cashbook system where they are analysed into account headings based on the nature of expenditure. 

During the period of this report there was no S137 expenditure.

Value Added Tax (VAT) is clearly identified and separately identified in a column in the cashbook. VAT is reclaimed from Her Majesty’s Revenue and Customs (HMRC) manually on an annual basis. HMRC send payments for reclaimed VAT via BACS, a notification statement is sent via the post.
Risk management arrangements
All financial activities are approved at monthly Council meetings where they are approved and minuted. A review of the financial controls and systems are carried out annually by the Council in the form of a Risk Assessment, amendments and recommendations are presented at Council meetings for discussion. 
An annual independent review of financial controls and systems is carried out in the form of an independent Internal Audit.

The Council is insured by Aon Ltd, and underwritten by Allianz Insurance plc. The policy is reviewed on an annual basis, and was last reviewed April 2011. The insurance policy does not cover the assets of the Council. The Council made a decision in 2002 after carefully reviewing the insurance renewal not to include the assets in the policy as the insurance premium was disproportionate to the value of the assets. 

Budgetary controls
The Council set their budget on an annual basis. Actual income and expenditure is monitored again budgeted income and expenditure monthly using the management reports produced by the Clerk. Any variance is explained and minuted at Council meetings.

Income control

Income received is recorded in the computerised cashbook and is banked in the NatWest Bank account. The Petty Cash System has been discontinued during the financial year, and the cash balance was banked. 
Budgeted precept income is paid by Rotherham Metropolitan Borough Council via BACS in two instalments in the year, half in April and half in September. The precept amount recorded in the cashbook for 2010/11 agrees with the Council’s notification.    

Payroll controls
The Clerk is the only paid employee of the Council. A draft contract of employment is currently in place and is due to be reviewed and signed by both parties at the Council meeting in June 2011. A job description clearly identifying the specific duties of the Clerk is incorporated within the draft contract. The salaries and other payments made to the Clerk are reasonable and have been approved by the Council.
The Clerk calculates the monthly PAYE and NIC contributions, which are paid quarterly to the Her Majesty’s Revenue and Customs.
Asset control

The Council maintains an Asset Register of all material assets owned or in its care. This is kept up-to-date and is reviewed annually. 
Bank reconciliations
Bank reconciliations are carried out every month, the reconciliation consolidates all the Council’s bank accounts. Bank statement are received on a monthly basis, reconciliations can only be carried out once these have arrived. I have seen bank reconciliations for January, February and March 2011, there are no unexplained balancing entries.
Year-end procedures

The basis of accounts preparation for the year ended 31st March 2011 is Accrual basis. A minuted resolution has been passed in January 2011’s Council meeting to change the book keeping system and basis of accounts preparation to receipts and payments basis from 1st April 2011. The accounts agree to the cashbook totals, there is an audit trail from underlying financial records to the accounts. 
