

	Leicestershire and Rutland ALC
	IAS



Internal Audit Report
(To be read in conjunction with the Annual Internal Audit Report in the
Annual Governance and Accountability Return)


	Name of council:
	GREETHAM PC

	Name of Internal Auditor:
	STUART MCDONALD
	Date of report:
	4/5/22

	Year ending:
	31 March 2022
	Date audit carried out:
	4/5/22




Internal audit is the periodic independent review of a council’s internal controls resulting in an assurance report designed to improve the effectiveness and efficiency of the activities and operating procedures under the council’s control.  Managing the council’s internal controls should be a day-to-day function of the council through its staff and management and not left for internal audit.  It would be incorrect to view internal audit as the detailed inspection of all records and transactions of a council in order to detect error or fraud.  This report is based on the evidence made available to me and consequently the report is limited to those matters set out below.

The council is required to take appropriate action on all matters raised in reports from internal and external audit and to respond to matters brought to its attention by internal and external audit. Failure to take appropriate action may lead to a qualified audit opinion.


To the Chairman of the Council:

I have carried out the Internal Audit for the year ended 31st March 2022 via Zoom. I would like to thank Jayne for her time and assistance, and for facilitating the on-line meeting.

In last year’s report I commented that the Financial Regulations (FR) do not refer to on-line banking, which the Council currently uses. I stated at the time that the essence of financial control was nevertheless apparent in that the requirement for two signatories to authorise expenditure was being adhered to, albeit this referred to the previous cheque-writing system. This is still the case. The Clerk has explained the current system - I repeat my recommendation that the FR are updated to reflect the on-line nature of the current payment system. I understand this is imminent. Paragraph 5.39 of the Practitioners Guide, referred to at the foot of this report, states that:
 “The authority should develop specific control procedures for any payments by bank transfer, or other electronic means, considering the risks brought about by the ease and speed of these transactions and the difficulties faced in unravelling them should they go wrong.”




Now to this year.

I return to the subject of reserves held by the Council. Firstly, let me point out that I am not asserting the reserves are either inadequate or indeed excessive. The final balance for the year stands at £10,220. In 21/22, the Council’s regular (ie. recurring day-to-day) expenditure was £9,432. This excludes any S. 106 money, the spend on trees, the community centre and the quarry extension, which are of a one-off and non-recurring nature, and excludes the burial ground. On the face of it therefore, the balance of £10,220 is greater than 1 year’s regular expenditure, although not excessively so. 

However, included within the £10,220, are a number of earmarked items, although it is difficult to identify precisely how much. Just by examining the accounts for 21/22, it is clear that there is at least £3,288 of unspent quarry money from the £6,000 allocated in the year’s budget, and £1,559 of unspent community centre projects money from a budget of £5,000. There may be amounts unspent from previous years. 

In short, I recommend that separate “memo” accounts be maintained not only to track the expenditure incurred during each year (this is done each meeting), but also to update the remaining balances held, on earmarked reserves year on year. Then when the next budget/precept exercise comes round, it will be clearer as to how much extra a particular earmarked reserve will need (or not), and therefore, whether it needs to form part of the precept calculation (or not). In short, it is all about ensuring the utmost clarity and transparency in the precept-setting process.

I would also recommend that the Council adopt a reserves policy, again in the interests of clarity.

One further point. I noted that a number of payments are being made to the Clerk and the Chair as reimbursements for items purchased on behalf of the Council. This is because a payment card must be used to buy items on-line, and the Council does not have one. The Council might like to consider obtaining such a card to use in these circumstances. It is preferable that all payments are made directly by the Council - it would eliminate having to use private card accounts, and would reduce the risk of being unable to reclaim VAT should the Council not be identified as the true purchaser.

I am required to explain why I have ticked “Not covered” to Item F (Petty Cash), and Item K (Correctly exempted from a limited assurance review). As for Item F, it is, quite simply, that the Council does not operate a petty cash system. Regarding Item K, the Council was not in a position last year to exempt itself from the limited assurance review, and correctly did not do so.

CONCLUSION
Notwithstanding the comments above, by reviewing the hard evidence, discussing with the Clerk, and selectively testing a small number of transactions, I am again satisfied that the Council is operating sound policies and procedures which enable it to deliver its services and fulfil its responsibilities effectively and efficiently. I have tested all the Internal Control Objectives I am required to consider, and in all significant respects, the objectives have been met. I have therefore completed the Internal Audit Report section of the Annual Governance and Accountability Return, with no qualification.


Yours sincerely,


[image: ]


Stuart McDonald - Internal Auditor to the Council
07595 466133




The figures submitted in the Annual Governance and Accountability Return are:

	
	Year ending
31 March 2021
	Year ending
31 March 2022

	1. Balances brought forward
	17053
	16553

	2. Annual precept
	10000
	10000

	3. Total other receipts
	40709
	33091

	4. Staff costs
	3985
	4217

	5. Loan interest/capital repayments
	0
	0

	6. Total other payments
	47224
	45207

	7. Balances carried forward
	16553
	10220

	8. Total cash and investments
	16553
	10220

	9. Total fixed assets and long-term assets
	26529
	27290

	10. Total borrowings
	0
	0





The proper practices referred to in Accounts and Audit Regulations are set out in JPAG Practitioners Guide 2021.  It is a guide to the accounting practices to be followed by local councils and it sets out the appropriate standard of financial reporting to be followed.  A copy of the guide is available for free download from:


https://www.leicestershireandrutlandalc.gov.uk/uploads/practitioners-guide-2021-1.pdf 



Page | 2
image1.png
fie
/0(,\9««\-(




