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This report has been prepared for the sole use Bishops Cannings 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 

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 2017-18 financial year, which took 

place on 12th May 2018.   

 

Internal Audit Approach  

 

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

transactions and their susceptibility to potential misrecording or misrepresentation in the year-

end Statement of Accounts / AGAR. Our programme of cover is designed to afford appropriate 

assurance that the Council has appropriate and robust financial systems in place that 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’ as part of the Council’s AGAR process, which requires independent 

assurance over a number of internal control objectives. 

 

Overall Conclusion  

 

We have concluded, based on the completion of our programme of work for the year, that the 

Council has failed to maintain adequate and effective internal control arrangements, in that 

there has been a failure of corporate governance pertaining to the unapproved disposal of 

Council assets and, a failure to put in place arrangements for effective financial management 

during the year; no Sales Invoices or Sales Receipts having been produced or presented for 

internal audit for the year between 26th May to the 26th June 2017. We have detailed our 

findings and resultant recommendations in the body of our report: these are then further 

summarised in the appended Action Plan. 

 

We have completed and signed the ‘Internal Audit Report’, having concluded that not all the 

control objectives set out in that Report have been achieved within the financial year to a 

standard adequate to meet the needs of the Council.  This has resulted in negative assertions 

being made the Annual Internal Audit Report 2017-18 for objective ‘A’: Appropriate 

accounting records have been properly kept throughout the financial year; and, objective ‘E’: 

Expected income was fully received, based on correct prices, properly recorded and promptly 

banked; and VAT appropriately accounted for. 
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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 

currently and that no anomalous entries appear in the spreadsheet cashbooks now maintained by 

the acting Clerk, Cllr Kent.  Two accounts are in operation with Lloyds Bank (current and deposit).  

 

We have, as part of our review process: - 

➢ Noted that the Council received an unqualified audit report for 2016-17; 

➢ Checked and agreed the opening balance recorded in the April 2017 cashbook to that recorded 

in the closing Accounts and certified Annual Return for 2016-17; 

➢ Ensured that appropriate analysis of receipts and payments exists to facilitate budget 

performance reporting and management throughout the year; 

➢ Checked and agreed detail of the full year’s transactions on the Current and Deposit Account 

cashbook detail to supporting bank statements; 

➢ Noted that there were no inter-account transfers on the accounts for the year;  

➢ Verified bank reconciliation detail on the Council’s current account cashbook detail from 1st 

April 2017 to 29th March 2018, and the year-end bank reconciliation for the deposit account at 

29th March 2018; 

➢ Ensured the accurate disclosure of the balances in the AGAR for 2017-18;  

➢ Noted that the bank statements used in the reconciliation are both dated 29th March 2018 for 

both accounts. 

 

Conclusions 

 

No issues have been identified in this area this year warranting formal comment or 

recommendation. 

 

Review of Corporate Governance 
 

We are pleased to note that Standing Orders and Financial Regulations have been reviewed and 

formally re-adopted by the Council in June 2017 with a consistent tender limit of £25,000 in the 

two documents. 

 

We have reviewed the Council’s minutes for the year under review to determine whether any 

issues exist that may have either a legal or financial impact on the Council and its future financial 

stability and note the existence of one significant event, played out over social media, (also 

recorded in the Confidential Report under item 17 of 8th February 2018 minutes of the full 

Council), which resulted in the resignation of the Chairman. 

 

We also note in the ‘Notes for Internal Audit’ provided by Cllr Alison Kent, Acting Clerk dated 

the 27th April 2018 that: -  
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“Disposal of assets – It has come to light that 7 grit bins have been removed without the 

authority of the Council … The request for disposal of a Council asset was not sought, 

permitted, or minuted and therefore has not strictly been made legally.” 

 

Cllr Kent has further advised that the unauthorised disposal of the 7 grit bins was reported to the 

police as a theft and given a crime reference number, and that she had now ascertained that - 

“Neither the previous clerk nor chairman notified Council or sought permission for this disposal 

and members of the Council who were serving at the time were unaware, and the minutes reflect 

this … The police have now closed the case because payment was received, neither the previous 

clerk or ex-chairman have directly benefited, therefore no theft has occurred.” 

 

Conclusions and recommendation 

 

It is clear from the confidential report in the Council’s minutes that this situation has 

significantly damaged the Council’s reputation and good standing in its community, and that 

the current members have and continue to work strenuously to regain the public trust.  Whilst 

the Council’s minutes do not record any discussion or resolution pertaining to the disposal of 

the grit bins, the ex-Clerk and the ex-Chairman did take action to dispose of these, whilst the 

Clerk was the legally responsible officer of the Council and the Chairman was in office.  Their 

action exceeded the Council’s legal powers in this respect and did not comply with Proper 

Practices laid out in the Governance and Accountability Manual, the Council’s Standing 

Orders or its Financial Regulations.  

 

Resultantly, the Council’s actions have exceeded its legal powers and such action is classed as 

Ultra Vires. Members should therefore provide negative assertions in Section 1, Boxes 2 and 3 

of the Annual Governance Statement as the Council cannot assert for Box 2; that it made proper 

arrangements and accepted responsibility for safeguarding public money and resources in its 

charge; or, for Box 3; that it has stayed within its legal powers and complied with Proper 

Practices in doing so. 

 

R1. Members should develop an Asset Disposal Policy which clearly defines the process which 

must be undertaken prior to any of the Council’s Assets being sold or transferred.  

 

Review of Payments 
 

Due to their low volume, we have reviewed all payments made during the year to ensure that the 

following criteria were met: 

 

➢ Payments were supported by a trade invoice or acknowledgement of receipt; 

➢ VAT has been calculated correctly and is recovered at appropriate intervals; 

➢ The members at a meeting of the Full Council approved each item for payment; 

➢ Payments have been correctly analysed in preparation of the year-end Statement of 

Accounts; and 

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

spending limit.  

 

We are pleased to note that the payments during the year met all the above criteria. 
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We have also examined the VAT reclaims prepared and submitted to HMRC during the year 

agreeing detail to the supporting cashbook record. 

 

Conclusions 

 

We are pleased to confirm that all payments in the year met the above criteria and have been 

approved and recorded at Council meetings. 

  

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 to minimise the opportunity for 

their coming to fruition. We have: - 

➢ Examined the Council’s current year insurance policy with Axa via Came & Co ensuring 

that appropriate cover is in place: with both Public and Employer’s Liability set at £10 

million, Hirers Indemnity at £5 million, Liable & Slander at £500,000 and Data Protection 

at £250,000 we consider cover appropriate for the Council’s present requirements; and 

➢ Noted that the Council’s risk assessment was completed, reviewed by members and 

approved at the meeting of the Full Council in July 2017 and, noted from our Governance 

Questionnaire that this document was due for redevelopment during FY 2018-19. 

 

Conclusions 

 

No issues have been identified in this area this year warranting formal comment or 

recommendation. 

 

Budgetary Control and Reserves 
 

We aim in this area to ensure that the Council has appropriate procedures in place to determine its 

future financial requirements leading to the adoption of an approved budget and formal 

determination of the amount to be precepted on the Unitary Authority; that effective arrangements 

are in place to monitor budgetary performance throughout the financial year and that the Council 

has identified and retains appropriate reserve funds to meet future spending plans.  

 

We are pleased to note that minutes contain clear evidence during the year of the presentation of 

management reports comparing actual figures with the approved budget and that a precept of 

£58,489 for 2018-19 was formally considered and adopted by full Council at the meeting in 

January 2018. 

 

Overall, reserve balances at 31st March 2018 stand at approximately £74,100 (£62,000 at the prior 

year-end). We also note that £27,300 is set aside in three designated earmarked reserves leaving 

£46,800 in the general reserve at the year-end. CiPFA guidance indicates that Councils should 

retain a general reserve balance of between three to six months’ revenue expenditure at the 

previous year level. Based on the above detail, the present balance equates to almost fourteen 

months’ revenue expenditure and is considered higher than appropriate for the Council’s present 

requirements. 
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Conclusions 

 

Members are reminded that a Council has no powers to hold revenue reserves for general 

purposes other than for reasonable working capital and should consider earmarking surplus 

funds for specific purposes. 

 

Review of Income 
 

The Council receives income from limited sources in addition to the annual precept, including 

bank interest, and various grants primarily in relation to s.106 moneys.  We have tested in full the 

year’s cashbook receipt transactions to relevant bank statements as part of the detailed accounting 

records testing recorded earlier in this report.  We have also verified detail to VAT reclaims and 

other relevant supporting documentation. 

 

We note from the ‘Notes for Internal Audit’ supplied by Cllr Kent, the Acting Clerk, that VAT 

had not been correctly applied to the charging for advertising in the newsletter, that payment was 

received in May / June 2018 and that all advertising has been ceased as of 1st April 2018. 

 

As indicated above, no Sales Invoices or Receipts have been produced or presented for audit 

relating to the eleven deposits made between 26th May and 26th June 2017. 

 

We also note from the ‘Notes for Internal Audit’ that the ex-Clerk asserted that a payment of 

£105 was received around April/May 2017 in relation to the 7 grit bins that were unlawfully 

disposed of.  According to Cllr Kent’s later e-mail, the ex-Clerk and ex-Chairman arranged for 

the sale of the bins at a cost of £15 each, total £105, for which a cheque was received on the 5th 

April, but not banked until the 2nd June. We note that the payment of £105 is recorded as having 

been paid in in Devizes as part of a bulk deposit in the amount of £166.50.  No further information 

is available in relation to this deposit. 

 

Cllr Kent asserts that; “there is no copy of the cheque or a bank deposit slip, (or any of the others 

banked at the same time on 2nd June 2017); there is no proof who has made payment(s) or what 

they relate to.  No invoices or receipts exist for these amounts, totalling £166.50. 

 

Conclusions and recommendations 

 

Although the amounts entered into the Council’s spreadsheet cashbook reconcile exactly with 

the amounts deposited on the Council’s current bank account statement, no invoice, receipt or 

paying in record appears to have been maintained for the period 26th May to the 26th June 2017.  

Subsequently, no records for this period, other than the spreadsheet cashbook and bank 

statements, have been presented for the purposes of audit.  Additionally, we noted that the £105 

cheque which formed part of the bulk deposit on the 2nd June 2017 is alleged to have been 

received in April 2017 but was not banked until June.  We cannot verify when the additional 

items, which were banked as part of the £166.50 deposit, were received.  

 

The financial report detailed in the minutes of each Full Council meeting record that a basic 

bank reconciliation (current account only) and a list of cheques for approval by the Council are 

presented.  There is no evidence of Payment Receipts or Sales Invoices raised being reported, 

or that the Council’s original bank statements are ever checked and initialled by members. 
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It is considered best practice to present detailed reconciliations for all bank accounts each 

month. Furthermore, financial reports should contain detail of all sales invoices raised, and 

monies received, in the reporting period.  Additionally, a member who is not a signatory to the 

Council’s bank account should, outside the meeting, inspect the original bank statements 

together with the corresponding sales and purchase invoices to ensure that all transactions are 

being properly recorded on at least a quarterly basis. 

 

The Governance and Accountability Manual requires all Councils to have put in place 

arrangements for effective financial management throughout the year, and for the preparation 

of the accounting statements.  Although the missing invoices do not materially alter the 

Council’s accounting statements for 2017-18, the fact remains that no sales invoices have been 

maintained and it is currently impossible to ascertain the origin of the £105 cheque (part of a 

£166.50 bulk deposit) received at bank on the 2nd June 2017.  The constituent component 

deposits cannot be definitively identified, nor the purpose for which the deposits have been 

made.  Resultantly, members should enter a negative assertion in Box 1 of the Annual 

Governance Statement for 2017-18. 

 

R2. Detail of the “make-up” of all bank deposits must be suitably recorded on a Deposit to 

afford a clear audit trail of the source and nature of all deposits. 

  

R3. Detailed bank reconciliations for both the Council’s bank accounts should be undertaken 

ideally at the close of each month and be presented to members for inspection, along with 

the original bank statements at the corresponding meeting of the Full Council. 

 

R4. A member of the Council, who is not a bank account signatory, should inspect the bank 

reconciliations, original bank statements, sales and purchase invoices on at least a 

quarterly basis and initial the documents to confirm that they have done so. 

 

R5. The Financial Report presented to Full Council each month should include the existing 

list of payments and a list of receipts with corresponding sales invoice numbers / receipt 

numbers. 

 

Petty Cash Account 
 

The Council does not operate a petty cash account, any out-of-pocket expenses being reclaimed 

by the Clerk as part of his monthly salary settlements. 

 

Review of Staff 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. 

 

We note that the Clerk resigned in July 2017, leaving the employ of the Council in October 2017.  

We also note that Cllr Kent, has acted as Clerk without receiving a salary for the rest of the 

financial year.   
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We have examined payments made to the Clerk for the sample month of June 2017 to ensure they 

are in line with the agreed terms and conditions in his original contract of employment, noting that 

tax was being deducted at source and paid to HRMC monthly. 

 

Conclusions 

 

No issues have been identified in this area this year warranting formal comment or 

recommendation. 

 

Asset Registers 
 

The Governance and Accountability Manual requires all Councils to maintain a record of all assets 

owned. We are pleased to note compliance with this requirement, the Council maintaining a 

suitable register. 

   

We are also pleased to note that the Council has complied with the revised Practitioner’s Guidance 

in this area, which establishes a baseline cost for each asset that should only be amended by the 

purchase cost of new acquisitions (net of VAT) and/or disposals without recourse to depreciation 

or insurance inflation. 

 

Conclusions 

 

No issues have been identified in this area this year warranting formal comment or 

recommendation. 

 

Investments and Loans 
 

We are pleased to note that the Council has no loans either repayable by it or to it, nor does it 

have any funds placed on deposit / investments. We take this opportunity to remind members of 

the new Statutory Guidance on Local Government Investments from 1st April 2018 that strongly 

encourages all parish Councils to develop an investment strategy, providing their total 

investments exceed or are expected to exceed £10,000 at any time during the financial year. 

 

Statement of Accounts and AGAR 

 
The Accounts and Audit Regulations, as amended periodically, require all Councils to prepare 

annually a Statement of Accounts, which is now set out in Section 2 of the AGAR, which, together 

with the Annual Governance Statement at Section 1, is subject to independent external audit 

examination and certification. 

 

As part of our review process, we have examined the Council’s procedures in relation to the 

identification of detail for inclusion in Section 2 of the Return, now generated using a spreadsheet 

cashbook to produce the statement of accounts. We have agreed detail therein to Section 2 of the 

2017-18 AGAR. 

 

Conclusions 
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We are pleased to record that no issues arise in this area and, based on the work undertaken 

during our review, we have “signed off” the Internal Audit Report in the year’s AGAR assigning 

positive assurances to internal control objectives B, D, G, H, I and J.  However, we have 

assigned negative responses to internal control objectives A and E for the reasons detailed in 

the main body of this report. 
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Rec. 

No. 

Recommendation Response 

Review of Corporate Governance  

R1 Members should develop an Asset Disposal Policy which clearly defines the process which must be 

undertaken prior to any of the Council’s Assets being sold or transferred.  

 

 

Review of Income  

R2 Detail of the “make-up” of all bank deposits must be suitably recorded on a Deposit to afford a clear audit 

trail of the source and nature of all deposits. 

 

 

R3 Detailed bank reconciliations for both the Council’s bank accounts should be undertaken ideally at the 

close of each month and be presented to members for inspection, along with the original bank statements 

at the corresponding meeting of the Full Council. 

 

 

R4 A member of the Council, who is not a bank account signatory, should inspect the bank reconciliations, 

original bank statements, sales and purchase invoices on at least a quarterly basis and initial the documents 

to confirm that they have done so. 

 

 

R5 The Financial Report presented to Full Council each month should include the existing list of payments and 

a list of receipts with corresponding sales invoice numbers / receipt numbers. 

 

 

 


