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This report has been prepared for the sole use of Stanstead Abbotts 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. 

 

Background 

 

Statute requires all town and parish councils to arrange for an independent Internal Audit (IA) 

examination of their accounting records and system 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 2021-22 financial year. To simplify the 

process this year and ease work pressures at the financial year-end, we agreed with the Clerk that 

we would undertake a mid-year review this year, which took place on 9th November 2021. This 

has been followed up with a final review conducted remotely at our offices and following 

collection of records from the Clerk on 16th May 2022. We again thank the Clerk for providing all 

necessary documentation for this year’s review in either hard copy or electronic format.  

 

Internal Audit Approach  

 

In conducting our review for the year, we have again had regard to the materiality of transactions 

and their susceptibility to potential mis-recording or misrepresentation in the year-end Statement 

of Accounts / AGAR. We have employed a combination of selective sampling techniques (where 

appropriate) and 100% detailed checks in several key areas to gain sufficient assurance that the 

Council’s financial and regulatory systems and controls are appropriate and fit for the purposes 

intended. 
 

Our programme of cover is also designed to facilitate our completion of the ‘IA Certificate’ in the 

year’s AGAR, which requires independent assurance over several internal control objectives.  

 

Overall Conclusion 
 

We are pleased to conclude that, based on the work undertaken this year, the Clerk and Council 

continue to maintain effective control arrangements with transactions accurately recorded in the 

Alpha accounting software.  

 

The following report provides detail of our objectives in each area as embodied in the IA 

Certificate, the work undertaken and any issues arising that require action by the Council. Any 

such issues are further summarised as recommendations in the appended Action Plan: we ask that 

members consider the report and provide appropriate responses to each recommendation 

indicating the action to be or already taken to address them in due course. 

 

We have completed and signed the ‘IA Certificate’ as part of the year’s AGAR process, having 

concluded that, in all significant respects, the control objectives set out in that report were being 

achieved throughout the financial year to a standard adequate to meet the needs of the Council. 

We also take this opportunity to remind the  Clerk of the requirements of the guidance notes in the 

preface to the year’s AGAR in relation to the documentation that should be displayed on the 

Council’s website, together with the need to ensure compliance with the timing requirements for 

submission of the AGAR to the external auditors and publication of the Notice of Public Rights to 

examine the Council’s documentation for the financial year. 
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Detailed report 
 

Maintenance of Accounting Records & Bank Reconciliations 
 

Our objective in this area is to ensure that accounting records are being maintained accurately and 

on a timely basis, and that no anomalous entries appear in cashbooks or financial ledgers. We are 

pleased to note that the accounting records have again been maintained using the RBS Rialtas 

Alpha software with two bank accounts in use with Unity Bank; a Current Account for day-to-day 

transactions and a Business Account with surplus funds deposited to generate a modicum of 

interest.  

 

To ensure the appropriateness and accuracy of the recording of transactions, we have:  

➢ Verified that the prior year closing balances have been correctly rolled forward into 2021-

22; 

➢ Verified that the accounts remain “in balance” at the financial year-end; 

➢ Ensured that appropriate analysis is in place to facilitate reporting of the Council’s 

budgetary performance; 

➢ Checked and agreed detail of the full year’s financial transactions on each of the bank 

accounts, by reference to supporting bank statements; and 

➢ Verified the bank reconciliation detail on each bank account on 30th April and 31st October 

2021 and 31st March 2022, again noting that bank reconciliations are reviewed and signed 

off periodically by members, as required by the adopted Financial Regulations (Para 2.2 

refers); and 

➢ Ensured the accurate disclosure of those balances in the year-end Accounts / AGAR at 

Section 2, Boxes 7 & 8. 

 

Conclusions 

 

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

recommendation this year. 

 

Review of Corporate Governance  
 

Our objective is to confirm that the Council has a robust regulatory framework in place; that 

Council meetings are conducted in accordance with the adopted Standing Orders (SOs) and that, 

as far as we may reasonably be expected to ascertain, no actions of a potentially unlawful nature 

have been or are being considered for implementation.  

 

The Council’s SOs and Financial Regulations (FRs) were, following a prior year recommendation, 

reviewed and re-adopted during 2020-21 based on the latest NALC model documents including 

appropriate reference to the requirements of the Public Contracts Regulations effective from 2015. 

We also note that the Council has confirmed and incorporated a revised financial limit of £10,000 

for formal tender action in the documents. We note that both documents have been further 

reviewed and re-adopted by the Council at the March 2022 full Council meeting. 
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We have reviewed the minutes of Council and Standing Committee meetings held during 2021-22 

as posted on the website to assess whether any issues exist that may have an adverse effect on the 

Council’s financial stability in the short, medium or longer term, also that, as far as we may 

reasonably be expected to ascertain as we do not attend meetings, there is no indication that the 

Council may either be considering or have taken decisions that might result in ultra vires 

expenditure being incurred.   

 

We note that the Council has not adopted the General Power of Competence as the Clerk has only 

just commenced her CiLCA studies: consequently, when considering and approving grants and 

donations to local bodies the approving minutes should, in line with best practice, record the 

powers relied on for such approvals bearing in mind that Section 137 may only be used in 

approving grants “for a proportion of the electorate” and where no other specific powers exist. 

 

We note that the external auditors have signed off the 2020-21 AGAR with one “other” matter 

relating to the incorrect detail in the financial information provided therein. This will not affect the 

2021-22 AGAR, but we remind the Clerk to ensure the accuracy of information provided in the 

AGAR when completing and submitting it to PKF Littlejohn. 

 

Conclusions and recommendation 

 

We shall undertake further work in this area at future visits, continuing the review of Council 

and Committee meeting minutes and the Council’s general approach to governance. 

 

R1. When considering and approving grants and donations to local bodies, the powers relied on 

for such approvals should be minuted formally. Appropriate powers are now being 

identified and minuted accordingly. 

 

Review of Payments & VAT 

 

Our objective 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; 

➢ Payments are correctly analysed in the accounting records and end of year accounts; 

➢ VAT has been appropriately identified and coded to the control account for periodic 

recovery; and 

➢ Section 137 payments have been identified accordingly and are within the Council’s 

spending limit. 

 

We have previously discussed the controls in place over the review by members of payment 

documentation when authorising payments for release and considered them sound with the clerk 

setting up the online payments and two members then going online and releasing the payments, 

also signing off the supporting payment documentation. 

  

We have examined all payments in the year ensuring that each was appropriately supported and 

met the above criteria with no issues arising. 
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We are also pleased to note that members continue to sign-off the invoices as evidence of their 

examination. 

 

In line with best practice, we suggest that each payment throughout the year be allocated a unique 

sequential number (similar to a cheque number), which should be recorded on the hard copy 

invoice and also in the “Reference” section of the Alpha cashbook when entering the data to 

provide a clear audit trail between the cashbook and individual invoices: this is particularly 

relevant as several identical payments are made each month throughout the year. 

 

We note that the final VAT reclaim for 2020-21 was submitted and repaid by HMRC in May 

2021, together with that for the first quarter of 2021-22 both of which have been repaid by late 

August 2021. A subsequent reclaim for the remainder of the year has been prepared and been / 

will be submitted to HMRC following closedown of the year’s accounts a few days before our 

final visit.  

 

Conclusions and recommendation 

 

We are pleased to record that no significant issues or concerns issues have arisen in this area 

this year, although, as above, we urge that each payment during the year be given a sequential 

reference number. 

 

R2. Each payment should be allocated a sequential reference number during the year with 

those numbers recorded on the invoices and also used as a “reference”, like a cheque number, 

when entering detail in the Alpha accounts.  

 

Assessment and Management of Risk 
 

Our objective is to ensure that the Council has put in place appropriate arrangements to identify all 

potential areas of risk of both a financial and operational / 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 are pleased to note that the Council’s financial risk assessment register was formally reviewed 

and re-adopted at the April 2021 meeting of the Council and have reviewed its content, which we 

consider appropriate for the Council’s current requirements.  

 

We have again reviewed the Council’s insurance arrangements with Zurich and consider them 

appropriate for the Council’s present requirements with Employer’s and Public Liability both in 

place at £10 million, together with Fidelity Guarantee (FG) cover of £100,000. 

 

We are also pleased to note that the Council’s play areas are subjected to independent health / 

safety inspections, the results of which are duly considered and actioned by the Council. 

 

Conclusions  

 

No issues arise in this review area warranting formal comment or recommendation. We shall 

continue to assess the appropriateness of the Council’s arrangements for the assessment and 

management of risk at future reviews. 
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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, whilst retaining appropriate sums to cover any unplanned expenditure 

that might arise.  

 

We note that, following due deliberation, the budget and precept for 2022-23 have been formally 

approved with the latter adopted at £46,000 at the  November 2021 full Council meeting. 

 

We have reviewed the year-end budget performance information by reference to the Alpha 

detailed nominal account information seeking and identifying appropriate explanations for any 

areas where significant variances to target budgets have occurred. 

 

The Council’s overall reserves at 31st March 2022 stand at £25,051 (£78,716 as at 31st March 

2021) and include Earmarked reserves (EMRs) of £46,135 (£45,426 at the previous year-end) 

effectively leaving a negative General Reserve balance of £25,084  (£33,290 as at 31st March 

2021). The Council cannot operate with a negative General Reserve balance and, consequently,  

appropriate funds will need to be transferred from the EMRs to bring the General Fund balance 

back into positive equity. Whilst the position should marginally improve on receipt of the final 

2021-22 VAT reclaim of approximately £5,300 and the year’s initial precept payment of £23,000, 

it will still only leave a marginal balance of £3,000 in the General Reserve. We have discussed the 

position with the Clerk and urge that a significant portion of of the EMRs is reverted back to the 

General Reserve by journal (the Clerk may need to contact RBS to assist in making the necessary 

journal entries to effect the necessary adjustments. 

 

General guidance on the advisory level for the General Reserve is that it should be set at between 

three and twelve months’ revenue spending, which at the 20021 level, indicates the need for the 

General Reserve to be set and retained at a minimum of £17,000. 

 

Conclusions and recommendation 

 

We are concerned to note that the year-end (i.e., as at 31st March 2022) General Reserve Fund 

balance is recorded in the accounts at a negative equity balance of approximately £25,000: 

Councils are not permitted to operate in negative equity and the Council will, consequently, 

need to revert a significant proportion of the Earmarked Funds back into the General Reserve 

Fund.  

 

R2. Urgent action is required to redress the effectively “overspent” General Reserve Fund at 

the close of 2021-22 by transferring funds from the Earmarked Reserves back to the General 

Reserve: an average balance of approximately £17,000 should be retained in the General 

Reserve Fund. 
 

Review of Income 
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The Council receives limited income primarily by way of the annual Precept, occasional grants, 

recoverable VAT and limited amounts of bank interest. We have verified detail of income 

received and banked to bank statements, and, where available, other supporting documentation. 

 

Conclusion 

 

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

recommendation.  

 

Petty Cash Account  
 

The Council does not operate a petty cash account: any incidental “out-of-pocket” expenses are 

repaid to the Clerk periodically in conjunction with his salary and are approved and minuted as 

part of the normal controls exercised over payments. 

 

Review of Staff Salaries  
 

In examining the Council’s payroll function, our objective is 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, together with employee deductions / PC contributions to the LG Pension 

Scheme. 

 

We reviewed the Clerk’s employment contract at the time of our 2020-21 review, noting that she 

was appointed on an approved national NJC pay scale spinal point effective from 1st April 2020. 

We also note members approval of a 1-point increase on the spinal scale applying from 1st April 

2021. 

 

We checked and agreed the gross salary paid in October 2021 to the approved spinal point, also 

verifying the accuracy of the monthly tax, NI and pension deductions / contributions where 

applicable with no issues arising. A final pay agreement for LG staff was finally agreed in March 

2022 and we note that the Clerk’s gross salary for that month was paid at the revised rate, together 

with arrears due from 1st April 2021/ We have, consequently, checked and verified the calculation 

of the uplifted salary and arrears, also again verifying the tax, NI and pension deductions / Council 

contributions to the relevant HMRC and Pension Fund Administration tables. 

 

Conclusions  

 

We are pleased to report that no issues arise in this area this year. 

 

Fixed Asset Registers 
 

The reporting arrangements for assets in the AGAR require councils to report the value of each 

asset at purchase cost or at a suitable proxy where that value is not known, and for community 

assets to be valued at a nominal £1. The value of individual assets should not change from one 

year to another, other than for the inclusion of any new or removal of assets disposed of.  

 

We are pleased to note that a comprehensive asset register is in place identifying the type of asset 

(i.e., by category), its position in the parish, detail of the asset and cost price (net of VAT). Due to 
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the major play area refurbishment work the asset value at 31st March 2022 has increased 

considerably: consequently, we have agreed the detail recorded in the Asset Register at 31st March 

2022 , also ensuring that that value is to be reported in the year’s AGAR at Section 2, Box 9. 

 

We note that the Clerk is in the process of developing a photographic register of assets as 

recommended by ourselves last year and will check on progress at our 2022-23 interim review. 

 

Conclusions  

 

No issues arise in this area warranting formal comment or recommendation this year  

 

Investments and Loans 
 

The Council has no specific investments in place, nor any loans repayable by or to it. 

 

Statement of Accounts and AGAR 
 

The Rialtas software automatically generates a year-end Summary Receipts and Payments 

Account together with detail for reporting in the AGAR at Section 2. We are pleased to record that 

no issues arise in this review area this year. 

 

Conclusions  

 

Based on the satisfactory conclusions drawn from the work undertaken this year, we have 

signed off the IA Certificate in the year’s AGAR assigning positive assurances in each relevant 

area. 

 

We ask that we be provided with a soft copy of the finalised AGAR (Sections 1 and 2), once the 

Council has approved the document. 
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Rec. 

No. 

Recommendation 

  

Response 

Review of Corporate Governance 
 

R1 When considering and approving grants and donations to local bodies, the powers relied on for such 

approvals should be minuted formally. 

 

Appropriate powers are now being identified and 

minuted accordingly. 

Review of Payments and VAT 
 

R2 Each payment should be allocated a sequential reference number during the year with those numbers 

recorded on the invoices and also used as a “reference”, like a cheque number, when entering detail in 

the Alpha accounts. 

 

 

Budgetary Control & Reserves 
 

R2 Urgent action is required to redress the effectively “overspent” General Reserve Fund at the close of 

2021-22 by transferring funds from the Earmarked Reserves back to the General Reserve: an average 

balance of approximately £17,000 should be retained in the General Reserve Fund. 

 

 

 

 
 


