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This report has been prepared for the sole use of Patchway Town 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 

examination of their accounting records and the 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 2019-20 financial year, during our 

initial visit to the Council for the year, which took place on 6th January 2020. The report will 

be updated following our final visit for the year, the date of which has yet to be determined, 

but will be timed to follow closure of the year’s Accounts and preparation of detail for 

inclusion in the year’s AGAR by the externally contracted accountants. 

 

Internal Audit Approach  

 

In commencing our first review, we have discussed the financial procedures in place for 

recording and authorising various transactions with the Deputy Clerk / RFO  in order to 

determine an appropriate review and testing strategy, also having 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 also designed to afford 

appropriate assurance that the Council’s financial systems are 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 ‘Internal Audit 

Report’ in the Council’s AGAR, which requires independent assurance over several internal 

control objectives. 

 

Overall Conclusion  

 

We are pleased to report that, in the areas examined to date, the Council operates generally 

effective internal control arrangements; we have, however, identified a few relatively minor 

issues where we consider controls could and should be further strengthened to further protect 

staff and public funds. 

 

Notwithstanding these issues, we wish to thank and commend officers for maintaining and 

presenting for our examination a very clean and tidy set of documentation. 
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Detailed Report 

 

Maintenance of Accounting Records & Bank Reconciliations 
 

The Deputy Clerk / RFO maintains the Council’s accounting records using Rialtas Omega software 

with Current and Deposit accounts in place with NatWest, transaction detail being recorded in a single 

cashbook in the financial ledgers with a daily automatic sweep to keep the current account balance at 

£1,000. A separate fixed term deposit account is also in place with NatWest bank. We also note that, 

following the significant difficulties experienced with NatWest bank during the year, the Council has 

now opened an account with Unity Bank which will be used as the main account in future. See further 

comments regarding the “investment” of surplus funds in the subsequent section of this report. 

 

Our objective here 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 

consequently:  

➢ Verified the accurate carry forward of closing trial balance detail in the 2018-19 closing Trial 

Balance / AGAR for the Council to the current year’s Omega records; 

➢ Verified that the financial ledgers remain “in balance” at the present date (i.e. 30th November 

2019); 

➢ Examined detail in the Council’s combined Current & Deposit a/c cashbook for April & 

November 2019 agreeing detail to the relevant bank statements;  

➢ Checked and agreed detail on all bank account reconciliations as at 30th November 2019; and 

➢ Reviewed the Council’s arrangements for the secure back-up and restoration of electronic 

data, noting that the Council is in the process of migrating to Office 365 and cloud-based 

back-up of the Council’s systems. 

 

Conclusions and recommendations 

 

We are pleased to record that no significant issues arise in this area in relation to the way the 

records are being maintained. However, whilst we note from our review of minutes and discussion 

with the Deputy Clerk / RFO that bank reconciliations are prepared routinely and presented to the 

Finance Committee, we have been unable to trace those pertaining to each month-end for the 

current financial year, The Council’s Financial Regulations (paragraph 2.2) require that  - 

“On a regular basis, at least once in each quarter, and at each financial year end, a member other than the 

Chairman shall be appointed to verify bank reconciliations (for all accounts) produced by the RFO. The 

member shall sign the reconciliations and the original bank statements (or similar document) as evidence of 

verification. This activity shall on conclusion be reported, including any exceptions, to and noted by the Council 

or Finance Committee.” 

 

Consequently, we have only been able to verify the accuracy of detail in the two bank 

reconciliations as at 30th November 2019 by reference to the Omega detail at that date. 

 

In examining the combined Current and Deposit Account bank reconciliation at that date, we note 

the existence of three “unmatched” balances resulting from the incorrect recording of cheque 

values either in the Omega cashbook or by NatWest on presentation of the cheques. We understand 

that these were corrected accordingly by the contract accountants who visited the day after our 

review visit and have, consequently, not raised this as a formal recommendation, although should 

such instances occur in future, we suggest that they are resolved as soon as is practicable. 
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Whilst not a significant concern, we note that journals are not being subjected to independent 

scrutiny and “sign-off” and suggest that, in line with best practice an independent officer , ideally 

the Town Clerk, should review them periodically, also evidencing that review signing them off.  

 

We shall extend testing in this area at our final review visit, checking at least one further month’s 

transactions as recorded in the cashbooks to bank statements and verifying the year-end bank 

reconciliations and the accurate disclosure of the combined cash and bank year-end balances in 

the AGAR. 

 

R1. Bank reconciliations should be printed off on each cashbook at the close of each month before 

closing down and rolling the accounts forward to the next month. 

 

R2. In line with the requirements of the adopted Financial Regulations, a specific councillor should 

be nominated to examine the bank reconciliations ensuring that no unexplained imbalances 

exist and that the cashbook and bank statement balances recorded on the reconciliation agree 

with the month-end cash and bank statement balances. The reconciliations should be signed 

and dated and retained on the lever arch file of Omega financial data already in existence. 

 

R3. Journals should, in line with best practice, be subjected to periodic independent scrutiny and 

sign-off. 
 

Review of Corporate Governance & Regulatory Framework  
 

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 note that the Council’s SOs and Financial Regulations (FRs) have been reviewed and re-adopted 

by the Council at the May 2019 full Council meeting and have reviewed their content accordingly: 

we are pleased to note that both are in line with the latest NALC model documents including 

appropriate references to the Council’s contracting arrangements and the requirements of the 2015 

Public Contract Regulations. NALC has, subsequent to the adoption of these documents by the 

Council, issued a further update (summer 2019) to the model FRs: we suggest that, as and when the 

Council next reviews its own FRs, the content of this latest update is incorporated in the Council’s 

own document, although they contain only minimal changes to the previous model document: we 

have provided the Clerk with an electronic copy of the document to assist in this process.  

 

We have commenced our review of minutes for the financial year reading those to date of the full 

Council and Standing Committees to ensure that the Council has neither considered nor is considering 

taking any action that may result in ultra vires expenditure being incurred and are pleased to report 

that no issues arise currently. 

 

We are also pleased to note that the external auditors signed-off the 2018-19 AGAR with no 

significant issues raised.  

 

Best practice suggests that, to protect Council funds and staff in the event that any untoward activity 

occurs either wilfully or by accident, all councils should develop a raft of financial procedural 

documentation detailing the procedures to be followed in processing transactions on the various 

financial systems (e.g. purchase invoices authorisation and release of funds, payroll preparation, 

income transactions for the various income streams). Without such formalised procedures, a Council 
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may potentially be hard pressed to prove inappropriate action by a member of staff were funds to 

either be misappropriated or ineffectively controlled.  

 

Conclusions and recommendation 

 

No significant areas of concern have been identified in this review area currently: we shall 

continue to monitor the Council’s approach to governance at future visits. We do, however, 

consider that to further strengthen controls over time, a raft of formal documented financial 

procedures should be developed and adopted by the Council 

 

R4. Action should be taken to develop a raft of detailed financial procedures, sometimes referred 

to rather derogatorily as “Idiot’s Guides”, to further strengthen existing controls. 

 

Review of Expenditure 
 

Our aim here is to ensure that: -  

➢ Council resources are released in accordance with the approved procedures and budgets; 

➢ Payments are appropriately supported, 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; 

➢ An official order has been raised on each occasion when one would be expected; 

➢ 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. 

 

We have discussed the procedures in place for the processing, certification and release of funds and 

are pleased to record that we consider them generally appropriate for the Council’s present 

requirements. We note that invoices for payment are presented to members for review and signing: 

however, from our review of the files of paid invoices it is evident that this has not occurred routinely 

through the financial year.  

 

Whilst we do not wish to imply that any untoward or fraudulent activity has occurred at Patchway, 

following on from a relatively recent fraud perpetrated by the Clerk at a South Coast Town Council 

where cheques were written in ink that could be erased and the payees name changed by the Clerk 

after members had signed them (members were not signing-off the invoices giving opportunity for 

their representation and duplicated payments to be made). 

 

Consequently, to further strengthen controls and provide clear and uniform evidence of members’ 

formal involvement in the payment process, we consider it best practice for a suitably designed rubber 

certification stamp to be acquired and affixed to every invoice / payment docket. The stamp should 

ideally include the following detail: - 

✓ Clerk’s / Deputy’s or other approved officer’s initials confirming receipt of goods / services 

and arithmetical accuracy of the invoice; 

✓ Nominal expense code(s) and date of posting to the Omega financial ledger; 

✓ Cheque or other payment reference (ideally Direct Debit; Standing Orders and Bacs / On-line 

payments should be allocated consecutive reference numbers throughout the year to facilitate 

effective agreement to the specific supporting invoices); 
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✓ Initials of 2 members confirming their review and agreement of cheques, etc to invoices / 

payment voucher detail.  

 

We have commenced our review of a sample of payments for the year to ensure compliance with the 

above criteria examining a sample of 34 individual payments processed in the year to 30th November 

2019, together with the Callicraft NNDR fees paid over 10 months in the year. The test sample totals 

£157,475 and equates to 68% of non-pay related payments in the year to the above date with all the 

above criteria appropriately met, subject to the above suggested strengthening. 

 

We note that the 2018-19 VAT year-end reclaim was prepared, submitted and repaid by HMRC in 

July 2019, with the first two quarter’s reclaims for 2019-20 prepared submitted and repaid by HMRC. 

We also note that the Council has bow successfully registered for vat. 

 

Conclusions and recommendation 

 

We consider that the controls over the approval and release of payments by members should be 

strengthened with a more formalised and uniform approach to evidencing, inter alia, members’ 

approval of payments for release acquiring a suitably designed certification stamp. 

 

We shall select a further sample of payments over the remainder of the financial year for review 

at our final visit, also ensuring that VAT reclaims for the remainder of the year are prepared and 

submitted in a timely manner. 

 

R5. The Council should acquire a suitably designed certification stamp, as per the detail in the body 

of the report, to be affixed to every payment document and be signed by the two members 

signing cheques / releasing payments confirming their review of the documents. 

 

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 in order to minimise the 

opportunity for their coming to fruition.  

 

We note that a comprehensive “Risk Management Policy and Strategy” document was adopted by 

the Council in March 2019: the Council has also subsequently reviewed and agreed the more detailed 

risk register developed by the Deputy Clerk / RFO. We have examined the content of both documents 

and consider that they afford the Council an appropriate and effective means of assessing and 

addressing any specific areas of potentially medium to high risk.  

 

We have also examined the Council’s 2019-20 insurance policy arranged through WPS Council 

Guard with Public and Employer’s Liability cover in place at £15 million and £10 million 

respectively, together with Fidelity Guarantee cover set at £600,000:  we consider that adequate cover 

is in place and is appropriate to the Council’s present requirements. 

 

We have also discussed the Council’s approach to the review over health / safety issues at the 

Council’s managed play areas and sports field and are pleased to note that a formal annual review is 

undertaken by a RoSPA accredited assessor, supplemented by weekly formally recorded checks 

undertaken by the Council’s own workforce, those officers having received appropriate training. 
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Conclusions 

 

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

recommendation currently: we shall continue to monitor the Council’s approach to risk 

management at future visits, also ensuring compliance with the requirements of the Governance 

and Accountability Manual – “The Practitioner’s Guide” as regards the formal review, update (as 

appropriate) and adoption of the Council’s risk register at least once each financial year. 

 

Budgetary Control and 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 South 

Gloucester 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.  

 

This review visit took place in advance of any final or formal determination or approval / adoption of 

the 2020-21 budget and precept. Consequently, we shall revisit this area at our final visit to ensure 

members formal action in this respect. 

  

We are pleased to note that members receive routine budget reports throughout the year based on the 

accounting software and have examined the latest available Omega budget report (as at 30th 

November 2019), also looking at the detailed transaction reports for the year to date where any 

significant variances are apparent with no unexplained / unanticipated variances existing warranting 

further investigation or explanation. We have, however, noted the existence of a few contra entries in 

the detailed nominal ledger transaction reports, together with potentially a few miscodings. We 

suggest that the assistance of the external accountants be sought to undertake a full review of these 

transaction reports correcting any confirmed mispostings accordingly prior to the financial year-end 

(one such example is the coding of the three NatWest compensation receipts during the year as bank 

interest earned). 

 

Conclusions  

 

No issues arise in this area warranting formal comment currently, although as indicated above, 

we suggest that the external accountants’ assistance be sought in undertaking a full review of the 

detailed nominal transaction reports prior to the financial year-end with adjustments made where 

deemed appropriate. 

 

We shall, in addition to ensuring formal approval and adoption of the budget and precept for 2020-

21, continue to monitor the budgetary performance at our final visit seeking explanations for any 

significant variances that may arise, also considering the appropriateness of the retained General 

and Earmarked Reserves to meet the Council’s ongoing revenue and development spending plans. 

 

Review of Income 
 

Our objective in this area is to ensure that the Council identifies all income to which it is entitled and 

has appropriate arrangements in place to ensure its prompt recovery. The Council receives income 

from a variety of areas in addition to the annual precept, primarily by way of hall and sports field 

hire, together with various grants, donations, recoverable VAT and other miscellaneous events, etc.  
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We have at this first visit to the Council examined the controls in place over the recovery of fees for 

hire of rooms at the Casson Centre in October 2019 and sports pitches for the winter season to date 

by reference to the computerised booking diaries and, where appropriate, hire agreement forms. We 

have also ensured that the appropriate fees have been charged and are being recovered within a 

reasonable time period. We are pleased to report that no issues have been identified in relation to the 

raising and recovery of fees at present. 

 

Conclusions  

 

No issues arise in this area currently warranting formal comment or recommendation: we shall 

undertake further work on the Council’s income streams at our final visit and report our 

conclusions accordingly. 

 

Petty Cash Account 
 

The Council does not operate a petty cash account, any out-of-pocket expenses incurred by officers 

being reimbursed through the normal trader payment process. 

 

Review of 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 

and the implementation of the nationally agreed pay award and revised national spinal column points 

effective from 1st April 2019 with staff duly assimilated to those revised spinal points.  We note that 

the Council uses IRIS payroll software to prepare the monthly payroll with copy payslips and all other 

relevant documentation to facilitate payments to individuals, HMRC and the Pension Fund 

Administrators retained. To meet the above objective, we have:  

➢ Agreed the gross salaries paid to all staff in November 2019 by reference to the Council’s 

approved spinal points on the nationally agreed salary scales; 

➢ Checked by, reference to the relevant HMRC tax and NI tables, that deductions have been 

made appropriately in accordance with the individuals’ tax codes and NI Table, also ensuring 

that the relevant deductions / contributions have been calculated and paid over to HMRC and 

the Pension Fund Administrators accurately and in a timely manner each month in the year to 

date;  

➢ Reviewed, where applicable, staff timesheets supporting additional payments processed 

through the November 2019 payroll ensuring that each has been signed appropriately by the 

employee; and 

➢ Ensured the accurate payment of staff net salaries for November 2019, based on the supporting 

payslips.   

 

Conclusions and recommendations 

 

In reviewing individual employees’ pension deductions, we noted that the clerk’s contributions 

appear to be being deducted at the incorrect rate following revision of the percentage bandings 

applying from 1st April 2019. No other issues have been identified in this area warranting formal 

comment. 
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We also understand that the Council has not adopted a formal Pension’s discretionary policy as 

required by relatively recent legislation and have provided the clerk with a sample document in use 

by one of our other clients in order to assist the Council develop an appropriate policy. 

 

R6. The position relating to the Clerk’s pension deductions should be reviewed and, if any under-

payment is confirmed, an appropriate adjustment should be made to future and, possibly, prior 

month contributions for 2019-20. 

 

R7. The Council should develop and adopt a formal Pension Discretionary Policy. 

 

Investments and Loans 
 

We aim here to ensure that the Council is maximising its interest earning potential through the 

“investment/deposit” of surplus funds in appropriate banking institutions. As recorded earlier in this 

report, we note the placement of a relatively small proportion of the total surplus funds in a fixed 

deposit with NatWest bank with the majority of surplus funds held in the NatWest deposit account.  

 

We note that, in accordance with the relatively recent legislative change requiring all councils with 

funds held in excess of £100,000 from 1st April 2018 (formerly £500,000) to develop and adopt a 

formal Investment Strategy / Policy, the Council adopted such a policy in March 2019. 

 

Whilst we cannot act as financial advisors, we consider that the Council could and should be receiving 

a better rate of interest than it is currently with average total funds held of approximately £400,000 

during the year to date. Based on the interest received to date this year (circa £600), excluding 

compensation from NatWest of £420 coded to bank interest received (code 1090), this equates to less 

than 0.2%. Many of our clients across the country have placed surplus funds in the CCLA Deposit 

Fund and are receiving interest rates marginally below 1%. Obviously, other forms of term deposit 

are also available from High Street banks offering varying rates of interest dependent on the amount 

deposited and deposit period. 

 

We have checked and agreed the first half-yearly PWLB loan repayment instalment as part of our 

previously referenced payment review, by reference to the relevant PWLB demand notice. We also 

note that members are considering obtaining a further loan to cover the cost of refurbishment of the 

Patchway Community Centre and will review developments in this respect at future visits. 

 

Conclusions and recommendation 

 

We will, at our final visit, check the second loan repayment instalment and verify the accurate 

disclosure of the year-end loan liability at Section 2, Box 10 of the year’s Annual Return by 

reference to the UK Debt Agency’ schedule of outstanding loans as at 31st March 2020. 

 

R8. The Council should consider the placement of surplus funds in alternative and appropriate 

banking institutions to help ensure that interest earning opportunities are maximised whilst 

ensuring that the risk of loss of funds is also minimised. 
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Rec. 

No 

Recommendation Response 

Review of Accounting Arrangements and Bank Reconciliation  

R1 Bank reconciliations should be printed off on each cashbook at the close of each month before closing down and 

rolling the accounts forward to the next month. 

 

 

R2 In line with the requirements of the adopted Financial Regulations, a specific councillor should be nominated to 

examine the bank reconciliations ensuring that no unexplained imbalances exist and that the cashbook and bank 

statement balances recorded on the reconciliation agree with the month-end cash and bank statement balances. The 

reconciliations should be signed and dated and retained on the lever arch file of Omega financial data already in 

existence. 

 

 

R3 Journals should, in line with best practice, be subjected to periodic independent scrutiny and sign-off. 
 

 

Review of Corporate Governance  

R4 Action should be taken to develop a raft of detailed financial procedures, sometimes referred to rather 

derogatorily as “Idiot’s Guides”, to further strengthen existing controls. 

 

 

Review of Expenditure & VAT  

R5 The Council should acquire a suitably designed certification stamp, as per the detail in the body of the report, to 

be affixed to every payment document and be signed by the two members signing cheques / releasing payments 

confirming their review of the documents. 

 

 

Review of Staff Salaries  

R6 The position relating to the Clerk’s pension deductions should be reviewed and, if any under-payment is confirmed, 

an appropriate adjustment should be made to future and, possibly, prior month contributions for 2019-20. 

 

 

R7 The Council should develop and adopt a formal Pension Discretionary Policy. 

 

 

Investments & Loans  

R8 The Council should consider the placement of surplus funds in alternative and appropriate banking institutions to 

help ensure that interest earning opportunities are maximised whilst ensuring that the risk of loss of funds is also 

minimised. 

 

 

 


