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 The internal audit was carried out by undertaking the following tests 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 

 Reviewing petty cash records to ensure payments are supported by receipts, expenditure is approved, 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 

 Checking the accuracy of the asset and investments registers 

 Testing the accuracy and timeliness of periodic and year-end bank account reconciliation(s) 

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

 

 

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. 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



 

 

 ISSUE RECOMMENDATION 

 

FOLLOW UP 

1 Business Continuity – The stability of 

staffing in key positions such as clerk and 

RFO continue to be a significant issue for 

the council. A number of clerks and RFOs 

have been in place recently and as at the 

date of the internal audit the council had no 

permanent clerk or RFO, with a councillor 

appointed to provide the RFO function on 

a temporary basis. 

 

The council should carry out a 

fundamental review to identify and address 

the reasons why staff in key positions do 

not remain in post for the medium/long 

term.  

 

The council should aim for medium/long 

term stability of staff resources to enable 

council functions to be delivered 

effectively. All new staff should be 

provided with a robust handover regarding 

detailed responsibilities, procedures, 

internal controls and other requirements. 

 

The Council is currently recruiting and 

expects to have an experienced Clerk/RFO 

in place by 1st July 2022. 

Council, with advice from the new 

Clerk/RFO once they have joined, is 

considering appointing a deputy to ensure 

that the support to Council is adequate and 

sustainable. 

2 Publication Requirements 

The Notice of Conclusion of Audit and 

Audit Certificate were not published by the 

deadline of September 30th 2021 as the 

external audit was not completed by that 

date. 

We have concluded in the AGAR internal 

audit certificate that the council did not 

comply with the publication requirements 

for the 2020/21 AGAR audit as required by 

the Accounts and Audit Regulations 2015. 

However, there is no recommendation as 

the delay was due to the fact the external 

auditor had not actually completed their 

audit by the deadline for publishing the 

notice. 

 

Council is committed to adhering to the 
deadlines required.  
Council will ensure all postings for 2021-22 are 
on time and date stamped evidence obtained. 

3 We could not identify approval in the 

minutes of the payment to Playground 

Facilities Ltd on 24/12/2021 for 

£14,525.68. 

All payments should be approved in the 

minutes. 

This omission was regrettable, the minutes 

did not accurately reflect the decision 

made. 
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Council will ensure that approval for 

payments are properly recorded. 

4 The amount of the precept request for 

2022/23 is not recorded in the minutes 

which is a requirement of the Local 

Government Act 1992. 

 

The amount of precept requested must be 

stated in the council resolution of the 

minutes where the precept was decided. 

Council will ensure that the value of the 

precept is recoded in the minutes. 

5 The 2021/22 AGAR accounts are incorrect 

as box 8 is £100 more than box 7.  As the 

council prepares accounts on a receipts and 

payments basis, boxes 7 and 8 must agree. 

 

The council need to review the AGAR 

accounts and correct the error to ensure 

box 7 and box 8 agrees. 

Implemented  

 

Interim recommendation provided as a result of review of communications and information received from the council during the 

financial year 

 

9 Potential VAT and management 

information issues regarding a parking 

contract have been raised with us.  

Officers should review the parking 

contract and gain a thorough 

understanding of the contractual 

requirements to ensure they can monitor 

compliance with the contract effectively.  

 

Upon receipt of an invoice from the 

provider, the invoice should be matched 

with the underlying activity regarding 

parking notices and any other 

requirements of the contract before 

authorisation of payment. 

 

2021/22 year end internal audit follow. 

We have received evidence that further 

advice was sought from a public sector 

VAT specialist and they have confirmed 

that VAT is being applied correctly to 

the invoices raised, 

 

We have seen evidence that the council 

RFO carried out a review of the invoices 

and underlying information received 

with the contractor and there are 

explanations provided for each of the 

questions and queries raised by the 

RFO. We recommend that in future the 



 INTERIM INTERNAL AUDIT REPORT  

 PRESTBURY PARISH COUNCIL 

 

 

 ISSUE RECOMMENDATION 

 

FOLLOW UP 

Although we have seen evidence that the 

guidance of a public sector VAT consultant 

has been sought regarding the VAT status 

of the supplies made by the parking 

provider, we also understand the provider 

has evidence that HMRC have ruled that 

standard rated VAT should be applied to 

invoices for the supply of their services to 

the council. Therefore, the council should 

secure this VAT ruling from the provider to 

fully evidence that the supply must be 

subject to VAT at 20%. 

 

We understand there are concerns that the 

underlying information relating to monthly 

amounts for parking notices cannot 

currently be reconciled with all invoices 

received by the council Therefore, we 

recommend a contract monitoring meeting 

is held with the provider where these issues 

should be discussed and resolved, 

including receipt of a full reconciliation of 

invoices received to date to underlying 

activity.  

 

council ensures that upon receipt of an 

invoice from the provider, the invoice 

should be matched with the underlying 

activity regarding parking notices and 

any other requirements of the contract. 

 

2020/21 internal audit 

 

1 Internal control objective (Objective M) in 

the AGAR internal audit certificate 

The council must ensure evidence is 

retained to demonstrate compliance with 

Implemented 
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requires internal audit to conclude whether 

the Public Rights Notice during the 

previous Summer (2019/20 financial year) 

was compliant with the Regulations. 

 

However, the council did not secure and 

retain evidence that the notice was 

published on the website in accordance 

with the regulations. Therefore, we have 

had to select ‘not covered’ in the AGAR 

internal audit certificate. 

 

the legal requirements for the Annual 

Notice of Public Rights. 

2 There is no evidence in the full council 

minutes of the council receiving and 

reviewing regular budgetary control 

information. 

 

Progress against the budget should be 

regularly monitored by council through the 

review of budgetary control reports. 

Implemented 

3 The LITE online payment was not signed 

by 2 councillors to evidence authorised in 

advance as per FRs. 

Online payments should be authorised by 

two councillors as required by the 

Financial Regulations. 

No further issues identified in 2021/.22 

internal audit 

4 General reserves are in excess of 100% of 

the precept. Sector guidance is that the 

general reserves of the council, which 

represent the contingency for unforeseen 

events, should be between 25% and 100% 

of the annual precept. 

 

There appears to be an earmarked reserve 

of £35,000 but this is not clearly disclosed 

The council should annually review the 

adequacy of the level of general and 

earmarked reserves with reference to 

sector guidance. 

 

Year end earmarked reserves should be 

clearly disclosed in the accounts and 

authorised by full council. 

Implemented 
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as an end of year earmarked reserves 

statement approved by full council.  

 

5 The football field valuation method has 

changed which has resulted in a reduction 

in value from £11050 to £1. In addition, a 

number of changes to the land and property 

assets were requested by the external 

auditor in the prior year audit. The 

Practitioner’s Guide states the following: 

 
 2.27. The value of the cell at Line 9 is taken from 

the authority’s asset register which is up-to-date at 

31 March and includes all acquisition and disposal 

transactions recorded in the cash-book during the 

year. Long term loan assets should be included at 

the amount originally advanced, less any 

subsequent repayments. Authorities need to apply a 

reasonable approach to asset valuation which is 

consistent from year to year. Where an authority 

changes its method of asset valuation during a 

financial year, it will need to restate the prior 

year’s figure in Line 9 of the Annual Governance 

and Accountability Return. 

 

Therefore, the council need to restate the 

2019/20 AGAR comparative figure for 

fixed assets on a consistent basis with 

2020/21.  
 

Where changes in valuation methods are 

applied to fixed assets, the prior year 

AGAR comparatives must be restated on a 

consistent basis. This will also apply to 

fixed assets identified that were also owned 

in the prior year but had been omitted from 

the asset register. 

No further issues identified in 2021/.22 

internal audit 

 

2019/20 internal audit 
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1 RECURRING ISSUE 

 

 

From April 2019 to the end of October 

2019 the clerk/RFO function was 

delivered by a personal service 

company.  

 

S151 of the L.G. Act 1972 requires the 

parish council to appoint a Responsible 

Financial Officer (RFO). A limited 

company cannot perform the RFO role 

of a parish council as the RFO has to be 

a living person. Therefore the council 

has been operating in breach of the L.G. 

Act 1972. 

 

The limited company arrangement for 

clerk/RFO services ceased at the end of 

October 2019. 

 

HMRC issued guidance in March 2011 

setting out the correct Income Tax and 

NIC treatment of parish clerks. This 

guidance confirms that a parish clerk is 

an office holder and that all office holders 

are subject to PAYE. This means that 

parish clerks:  

• can never be considered as self-

employed for tax or NIC purposes; 

• cannot be paid ‘gross’; and  

• fall to be taxed under PAYE 

 

Therefore, the council should liaise with 

HMRC over this situation and ensure any 

PAYE/NIC liabilities due are paid. 

 

Currently being implemented – the 

council are consulting with HMRC 

regarding potential liabilities. 

 

21/22 follow up - implemented 

2 The risk assessment was not updated, 

reviewed and approved by full council 

during the financial year. 

 

 

The risk assessment should be reviewed 

and approved by full council in each 

financial year. 
 

NB. The draft annual governance 

statement completed for 2019/20 includes 

a YES for risk assessment but no risk 

assessment was approved by full council in 

the year. 

Implemented 
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3 The draft annual governance statement 

(AGS) completed for 2019/20 includes a 

NO for Internal Audit in box 6 but the 

council does have a comprehensive 

independent internal audit carried out by 

ourselves annually. The reason provided 

for the NO response is that councillors 

were not carrying out checks for part of the 

financial year, however, this is not the 

same as an independent internal audit for a 

local council; the internal control checks 

carried out by councillors should be 

covered in Box One of the AGS. 

 

The council need to revisit the response to 

section 6 on the AGS 

Implemented 

4 RECURRING ISSUE 

 

Prior to January 2020 there is no evidence 

in the minutes of the council receiving and 

reviewing regular detailed budgetary 

control information showing expenditure 

against budget including projected outturn 

for the year. 

 

The budget set for the 2019/20 financial 

year does not take into account of ‘an 

amount that the council estimates will be 

appropriate to meet future estimated 

expenditure’ (ie to hold in reserves). This 

 

 

 

Minutes should clearly evidence the 

regular review of budgetary control 

information including the projected 

outturn for the financial year. 

 

 

 

The annual budget to support the precept 

should take account of brought forward 

and carried forward reserves. 

 

 

See 2020/21 issues 
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is a requirement of the Local Government 

Finance Act 1992.  

 

 

 

5 RECURRING ISSUE 

 

Expenditure testing identified the 

following for the period prior to November 

2019: 

 

- the minutes do not record the 

payments approved, either as a total 

that can be agreed to the payments 

schedule, or as individual 

payments. Therefore, there is no 

audit trail from the minutes to the 

payments that were actually 

approved. 

 

- No supporting invoices/vouchers 

for some transactions 

 

- Evidence of  invoices paid without 

authorisation by council 

 

 

 

 

 

 

 

Minutes should at least record the total of 

payments approved as per the payments 

schedule. 

 

 

 

 

 

 

Supporting invoices/vouchers should be 

retained for all expenditure 

 

All expenditure should be authorised by 

council 

 

Implemented 

6 There is a new internal control objective 

(Objective L) in the AGAR internal audit 

certificate that requires internal audit to 

conclude on whether the Public Rights 

Notice during the previous Summer 

(2018/19 financial year) was compliant 

The council should ensure compliance with 

the legal requirements for the Annual 

Notice of Public Rights. 

See 2020/21 issues 
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with the Regulations. Due to the absence 

of any evidence with regard to the display 

of the notice, we have concluded the 

council did not comply with the 

requirements for the Public Rights Notice 

for 2018/19. 

 

7 There is no lease register in place and there 

is evidence in the information provided by 

the RFO that rents from leases had not 

been collected. 

A lease register needs to be established to 

ensure rents from leases are invoiced and 

collected on a timely basis and rent 

reviews are carried out at the expiry of 

leases. 

 

Implemented – the council has followed 

up all amounts owed by lessees 

8 The updated model Financial Regulations 

refer in section 11.) to a Purchase Order 

(PO) system (which would also clearly 

evidence the authority to spend). However, 

there was no evidence a PO system is 

currently in place.  

 

If the Purchase Order section of the FRs is 

an accepted  requirement by council, then 

the council should establish a sequential 

Purchase Order system, which would be 

signed according to the Authority to Spend 

requirements of the FRs 

Implemented 

 

2018/19 internal audit 

 

1 Financial Regulations (FRs) 

We were informed that previous 

members and employees still have login 

access to the main bank account. 

Therefore, any two ex ‘signatories’ 

 

 

 

The council should only ever permit 

current councillors/employees to have 

access to the bank account, in accordance 

 

Access to the bank account has been 

resolved and Financial Regulations have 

been updated 



 INTERIM INTERNAL AUDIT REPORT  

 PRESTBURY PARISH COUNCIL 

 

 

 ISSUE RECOMMENDATION 

 

FOLLOW UP 

could potentially withdraw up to 

£50,000 per day from the main bank 

account. 

  

Section 4  of the FRs is not clear what 

the Authority to Spend is for items of 

expenditure between £500 and £1000. 

We were informed that knowledge of the 

Authority to Spend section of the 

adopted  NALC FRs needs to be 

improved.  

with the Financial Regulations. The 

required changes to banking access need 

to be made urgently. 

 

 

The council should ensure all expenditure 

levels are covered by the Authority to 

Spend in Section 4 of the FRs and that 

there is clear understanding of this 

section at the council.  

 

 

2 The minutes record the appointment of 

an individual to the clerk and RFO role 

with a set SCP and weekly hours. 

However, the minutes then record that 

the individual is appointed as a 

contractor. The minutes also record 

significant solicitor fees incurred to 

produce a contract ‘to ensure IR35 

compliance’, Further review identified 

that in fact the RFO ‘contractor’ is 

being paid gross through a limited 

company. 

 

S151 of the L.G. Act 1972 requires the 

parish council to appoint a Responsible 

Financial Officer (RFO). A limited 

company cannot perform the RFO role 

The current position whereby a limited 

company is delivering the clerk and RFO 

role should cease as soon as possible.  

 

The individual should have been 

appointed as an employee and HMRC 

issued guidance in March 2011 setting 

out the correct Income Tax and NIC 

treatment of parish clerks. This guidance 

confirms that a parish clerk is an office 

holder and that all office holders are 

subject to PAYE. This means that parish 

clerks:  

• can never be considered as self-

employed for tax or NIC purposes; 

• cannot be paid ‘gross’; and  

• fall to be taxed under PAYE 

See 2019/20 issues 
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of a parish council as the RFO has to be 

a living person. Therefore the council 

has been operating in breach of the L.G. 

Act 1972. 

 

 

Therefore, the council should liaise with 

HMRC over this situation and ensure any 

PAYE/NIC liabilities due are paid. 

 

3 There are a number of Working 

Groups/Parties that appear to be able to 

commit the council to expenditure for 

events.  

 

To ensure no working group can take 

financial or non-financial decisions, the 

council should urgently review options for 

the way forward which should as a 

minimum consider the following: 

 

i) All working groups will become 

sub-committees of the council 

ii) Working groups continue but 

with a clear Terms of Reference 

and associated internal controls 

preventing any decisions being 

made by the groups or 

commitments to expenditure 

iii) Officers carrying out the 

functions of some or all 

working groups 

 

The option chosen by the council should be 

implemented promptly after the council 

decision. 

 

Implemented – the Events working 

group was changed to a sub-committee 

of the council 

4 There is limited evidence in the minutes of 

the council receiving and reviewing regular 

budgetary control information showing 

Minutes should clearly evidence the 

regular review of budgetary control 

See 2019/20 issues 
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expenditure against budget including 

projected outturn for the year. 

 

The budget set for the financial year does 

not take into account of ‘an amount that 

the council estimates will be appropriate to 

meet future estimated expenditure’ (ie to 

hold in reserves). This is a requirement of 

the Local Government Finance Act 1992.  

 

A tender exercise was carried out during 

the year for the car park project with the 

final cost being approximately 50% more 

than was originally estimated. No analysis 

was provided for internal audit to evidence 

the impact of the total expenditure on the 

car park project on total reserves of the 

council. 

 

information including the projected 

outturn for the financial year. 

 

 

The annual budget to support the precept 

should take account of brought forward 

and carried forward reserves. 

 

 

 

 

 

The council should produce an analysis of 

the total expenditure and income related to 

this project and the expected impact of  the 

reserves of the council. 

5 No income records were provided to 

substantiate the income from the Christmas 

and Summer Fair events. It was not 

possible, therefore, to identify whether any 

expenditure relating to the events had been 

paid for by cash received. The bankings for 

the December 2017 Christmas event were 

not made until May/June 2018. 

 

 

Income records should be retained for all 

events. If any expenditure is financed from 

cash income from events a record of the 

transaction and voucher should be 

retained. Income form events should be 

banked promptly to the reduce risk of loss 

of cash. 

Implemented 
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6 Expenditure testing identified the 

following: 

 

- The minutes do not record the 

payments approved, either as a total 

that can be agreed to the payments 

schedule, or as individual 

payments. Therefore, there is no 

audit trail from the minutes to the 

payments that were actually 

approved. 

 

- Although BACS payment 

schedules are initialed by two 

members, no date is provided so it 

is not possible to evidence each 

BACS payment was authorised by 

two members before payment, as 

required by the Financial 

Regulations adopted in the 

financial year. 

 

 

 

 

Minutes should at least record the total of 

payments approved as per the payments 

schedule. 

 

 

 

 

 

 

When BACS payments are pre-authorised 

the date of the member authorisation 

should be recorded. (NB If the council 

moves online banking to the Unity Trust, 

as noted by the current clerk, then 

members will be able to login to the bank 

to provide two online authorisations for all 

payments.) 

See 2019/20 issues 

7 A website for the parish council does not 

currently appear to be operational. 

Therefore, the information recommended 

by the Transparency Code is not available 

for the public to view on a website. 

 

The council should ensure that a website is 

established that includes, inter alia, the 

information recommended in the 

Transparency Code. 

Implemented 

 


