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The internal audit of Saughall and Shotwick Park Parish Council is carried out by undertaking the following tests as specified in the 

AGAR Annual Return for Local Councils in England: 

 

 Checking that books of account have been properly kept throughout the year 

 

 Checking a sample of payments to ensure that the Council’s financial regulations have been met, payments are supported by 

invoices, expenditure is approved, and VAT is correctly accounted for 

 

 Reviewing the Council’s risk assessment and ensuring that adequate arrangements are in place to manage all identified risks 

 

 Verifying that the annual precept request is the result of a proper budgetary process; that budget progress has been regularly 

monitored and that the council’s reserves are appropriate 

 

 Checking income records to ensure that the correct price has been charged, income has been received, recorded and promptly 

banked and VAT is correctly accounted for 

 

 Checking that salaries to employees have been paid in accordance with Council approvals and that PAYE and NI requirements 

have been properly applied 

 

 Reviewing the asset and investments registers 

 

 Testing the accuracy and timeliness of bank account reconciliations. 

 

 Year end testing on the accuracy and completeness of the financial statements 

 

 Checking that for the previous financial year, the council correctly provided for the period for the exercise of public rights as 

required by the Accounts and Audit Regulations 

 

 Reviewing whether the council has complied with the publication requirements for the previous year’s AGAR. 
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Conclusion 

 

On the basis of the internal audit work carried out, which was limited to the tests indicated above, in our view the council’s system of 

internal controls is in place, adequate for the purpose intended and effective, subject to the recommendations reported in the action 

plan overleaf, which need to be implemented promptly. 

  

As part of the internal audit work for the next financial year we will follow up all recommendations included in the action plan. 

 

 

JDH Business Services Limited



Registered to carry on audit work by the Institute of Chartered Accountants in England and Wales 

 

 

 ISSUE 

 
RECOMMENDATION FOLLOW UP 

AGAR internal control objective A – Appropriate Accounting Records kept throughout financial year 

 

No issues arising from review of prime books of record for accounts 

 

AGAR internal control objective B – Compliance with Financial Regulations, payments supported by invoices, all expenditure 

approved and VAT appropriately accounted for 

 

1 Financial Regulations and Standing 

Orders  

There is a fundamental inconsistency 

between the procurement requirements of 

the Financial Regulations (FRs) and the 

Standing Orders (SOs). FRs require a 

tendering process if the contract is in 

excess of £25000, however, the Standing 

Orders require such a process above a 

threshold of £1000, with further 

requirements if the contract is in excess of 

£10000. FRs only require that three quotes 

are secured, without a formal tender 

process, at a threshold of £3000 to £25000. 

The relevant sections of the FRs and SOs 

are quoted below. The response to our 

internal audit checklist regarding 

thresholds for tendering indicate the clerk 

is applying the Standing Orders rather than 

the Financial Regulations to contracts. 

The council need to urgently resolve the 

conflict between the procurement 

requirements of Financial Regulations 

(FRs) and the Standing Orders (SOs) and 

adopt the amended documents in the next 

council meeting. 
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RECOMMENDATION FOLLOW UP 

 
11. h. When it is to enter into a contract of less than 

£25,000 in value for the supply of goods or 

materials or for the execution of works or specialist 

services other than such goods, materials, works or 

specialist services as are excepted as set out in 

paragraph (a) the Clerk or RFO shall obtain 3 

quotations (priced descriptions of the proposed 

supply); where the value is below £3,000 and 

above £100 the Clerk or RFO shall strive to obtain 

3 estimates.  

 

Para 75. Standing Orders on Contracts 

1) Where it is intended to enter into a contract 

exceeding £1000 but not exceeding £10,000 in 

value for the supply of goods or materials or for 

the execution of works*, the clerk shall give at least 

3 weeks public notice of such intention in the same 

manner as public notice of meetings of the Council 

is given. Where the value of the intended contract 

exceeds £10,000, similar notice shall be given in 

addition to all firms included in the appropriate 

standing approved list of contractors maintained by 

the Principal Authority, or if no such list is 

maintained then in such newspapers circulating in 

the district as the Council shall direct. 

 

2 The Financial Regulations (FRs) refer to a 

Purchase Order (PO) system as follows  

 

‘An official order or letter shall be issued 

for all work, goods and services unless a 

formal contract is to be prepared or an 

official order would be inappropriate.’ 

The council should ensure Purchase 

Orders are utilised where appropriate. 
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RECOMMENDATION FOLLOW UP 

3 No information was provided for internal 

audit to evidence that the Authority to 

Spend requirements of the Financial 

Regulations are being complied with as 

specified below: 

 
Section 4.1. Expenditure on revenue items may be 

authorised up to the amounts included for that 

class of expenditure in the approved budget. This 

authority is to be determined by: 

• the council for all items over £500; 

• the Clerk, in conjunction with Chairman of 

Council, for any items of and below 

£500. 

 

Such authority is to be evidenced by a minute or by 

an authorisation slip duly signed 

by the Clerk, and where necessary also by the 

Chairman. 

 

The above FRs require full council to 

authorise in advance of entering into a 

liability all items in excess of £500, 

however, the minutes do not evidence this 

for every item of expenditure in excess of 

this threshold.  

 

The council must comply with the 

Authority to Spend requirements of the 

Financial Regulations.  

 

 

AGAR internal control objective C – Adequate Risk Assessment 

 

4 The current fidelity cover in the insurance 

policy is £100k. However, maximum 

projected cash and bank balances are at 

The adequacy of the level of fidelity cover 

should be reviewed annually as part of the 

annual risk assessment by estimating 
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RECOMMENDATION FOLLOW UP 

least £185k (estimated as the year end 

balances plus the next precept instalment).  

 

The council risk assessment does record 

fidelity cover as a risk mitigation measure, 

but clearly it is not being reviewed 

adequately with respect to council cash and 

bank balances.  

   

maximum cash and bank balances for the 

next financial year.  

 

The council should increase the current 

level of fidelity cover to cover maximum 

projected cash and bank balances. 

 

 

5 The risk assessment did not specify 

effective mitigation actions for the risks of 

non-compliance with the Data Protection 

Act 2018, as the mitigation action provided 

is simply to register with the ICO. This 

does not in any way address the risks to the 

council from data protection issues. 

The risk assessment should be updated to 

include mitigation actions to help address 

data protection risks, including, but not 

limited to,  adequate systems to detect and 

prevent data breaches, appropriate 

cybersecurity measures, a SAR response 

policy, and a retention schedule for 

personal data. 

 

 

 

6 The risk assessment does not address the 

risks of supplier fraud. Most standard local 

council policies do not cover supplier 

fraud. The supplier fraud risks can be 

managed via appropriately robust policies 

and procedures. Examples of prevention 

actions include: 

 

- training for staff to alert them to the 

The risk assessment should be updated to 

include supplier fraud including the 

adequacy of supplier onboarding controls. 
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RECOMMENDATION FOLLOW UP 

potential risks of providing sensitive 

company information, by phone or other 

means, especially contract and account 

information. 

 

- establish a rigorous change of supplier 

details procedure - where a supplier has 

purported to have changed their bank 

details always call the supplier to check 

the veracity of a request, using details in 

your system, rather than those on any 

associated letter or email. A person should 

be authorised to approve a supplier bank 

account change after having reviewed the 

process undertaken to verify the supplier 

details change 

 

- periodic review of supplier accounts 

should also be undertaken to remove any 

dormant accounts. This reduces the 

likelihood of any old supplier information 

being used to secure fraudulent payments. 

 

- checking address and financial health 

details with Companies House 

 

- checking samples of online payments to 

supplier invoices to ensure the payment 

has been made to the supplier bank 

account 

 

AGAR internal control objective D – Precept request resulted from adequate budgetary process, regular budgetary control and 
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RECOMMENDATION FOLLOW UP 

appropriate levels of reserves held 

 

7 Section 4.5) of the Financial regulations 

require budgetary control reports to be 

provided to council at least every quarter 

with a variance analysis using thresholds 

of 15% or £100. 

 

The minutes only evidence one budgetary 

control review in the year at the half year 

stage. 

 

The council must comply with the 

budgetary control requirements of the 

Financial Regulations 

 

8 The year end general reserves of £10658 

are less than 25% of the precept (16 %). 

Sector guidance is that general reserves 

should be maintained at a level between 

25% and 100% of the precept (or net 

operating expenditure). 

 

The council should ensure the level of 

general reserves is sufficient, with 

reference to sector guidance. 

 

 

AGAR internal control objective E – Expected income fully received, correctly priced, recorded and promptly banked and VAT 

accounted for 

 

No issues identified in internal audit 

 

AGAR internal control objective G – Wages and salaries and members allowances paid in accordance with council approvals, and 

PAYE and NIC requirements properly applied 

 

9 No expenses policy or register of expense 

allowances existed during the 2020/21 

financial year. Therefore, there was no 

An expenses policy must be in place for 

every financial year. 
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RECOMMENDATION FOLLOW UP 

definition of the types of expenses that 

could be claimed, the rates that could be 

claimed for different categories of expense 

such as mileage, a standardised expenses 

claim form, requirements for receipts 

including VAT invoices, or an approval 

process.  

 

The previous internal auditor has reported 

that there is inconsistency in the reclaim of 

VAT on employee expenses. 

  

All expense claims must be made on a 

standard claim form, with vouchers 

including VAT receipts attached, and 

claims authorised as required by the 

expenses policy. 

 

 

 

The council should clarify with HMRC 

whether they can claim VAT on employee 

expenses. 
 

AGAR internal control objective H – Asset and investment registers complete and accurate and properly maintained 

 

10 Fixed assets are listed in a note to the 

accounts, however, there is no formal asset 

register as required by section 12.6 of the 

Financial Regulations. An asset register is 

a key management tool for managing fixed 

assets effectively 

 

 

 

 

The council should establish a fixed asset 

register, as required by the Financial 

regulations, by including the following key 

information:   

 

 Valuation for AGAR disclosure 

purposes 

 Insurance value 

 Dates of acquisition, upgrade and 

disposal (it is useful to keep a 

record of disposed assets as an 

asset management tool) 

 Costs of acquisition and any 

expenditure which increases the life 

of the asset 

 If proxy cost is used for first 
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RECOMMENDATION FOLLOW UP 

valuation, a note of the method 

used for valuation and details of 

any professional advice received 

 Useful life estimate 

 Location 

 Responsibility/custodian) 

 Any available indications of asset 

condition 

 Evidence assets have been matched 

with the insurance schedule to 

ensure all assets are appropriately 

insured 

 

AGAR internal control objective I – Periodic and year end bank reconciliations were properly carried out 

 

No issues identified in internal audit 

 

AGAR internal control objective J – Accounting statements were prepared on correct accounting basis, agreed to cash book, and 

were supported by an adequate audit trail 

 

No issues identified in internal audit 

 

AGAR internal control objectives K and L 

 

Not applicable as gross income/expenditure exceeded £25000. 

 

 

AGAR internal control objective M - The authority, during the previous year (2019-20) correctly provided for the period for the 

exercise of public rights as required by the Accounts and Audit Regulations 
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RECOMMENDATION FOLLOW UP 

 

11 Internal control objective (Objective M) in 

the AGAR internal audit certificate 

requires internal audit to conclude whether 

the Public Rights Notice during the 

previous Summer (2019/20 financial year) 

was compliant with the Regulations. 

 

The internal audit checklist requested the 

public notice for 2019/20 but this was not 

provided in the books and records. We 

could not identify the 2019/20 public 

notice published on the council website 

which is a requirement. External audit 

concluded for 2019/20 that the council had 

failed to make proper provision for the 

exercise of public rights since the approval 

date in the AGAR was the same as the start 

date for public inspection period.  

 

Therefore, we have concluded the council 

did not comply with the requirements for 

the Public Rights Notice for 2019/20. 

 

The external auditor has instructed the 

council to answer NO in the 2020/21 

Annual Governance Statement to the 

statement ‘We provided proper opportunity 

during the year for the exercise of electors’ 

rights in accordance with the requirements 

The council must ensure compliance with 

the legal requirements for the Annual 

Notice of Public Rights. 

 

The council must comply with the 

instruction of the external auditor with 

regard to the 2020/21 Annual Governance 

Statement section 4. 
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of the Accounts and Audit Regulations.’ 

However, the council has answered YES 

which is not the correct response. 

 

AGAR internal control objective N - The authority has complied with the publication requirements for 2019/20 AGAR 

 

12 Publication Requirements - We could not 

identify on the website a published Notice 

of Conclusion of Audit which was required 

to be published by the revised deadline of 

November 30
th

 2020. No screenshots were 

taken of the website to evidence the date 

other key documents were published by the 

dates specified in page 1.) of the AGAR. 

We have concluded that the council did not 

comply with the publication requirements 

for the 2019/20 AGAR as per the Accounts 

and Audit Regulations 2015 as amended 

by the Accounts and Audit (Coronavirus) 

(Amendment) Regulations 2020. 

The council must comply with the 

publication requirements of the Accounts 

and Audit Regulations 2015. 

 

AGAR internal control objective O – The council met its responsibilities as sole trustee 

 

Not applicable as the council has not disclosed that is not the sole trustee of a trust. 

 


