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1. Background 
 
1.1. Every smaller authority in England that either received gross income or incurred gross expenditure 
of £25,000 or less, can certify themselves as exempt from a limited assurance review, and complete 
part 2 of the AGAR. The AGAR for part 2 is made of 2 sections along with an annual internal audit 
report which is to be completed by the Parish Council’s independent internal auditor, who is to give 
an opinion of the Parish Council’s internal controls. Parton Parish Council is an Authority that falls into 
this category and this report is provided to inform the Council of its effectiveness in managing risk, its 
budgetary control and governance processes, taking into account public sector internal auditing 
standards or guidance.  
 
1.2 Both the Association of Local Councils and JPAG guidance titled “the Governance and 
Accountability for Smaller Authorities in England - A Practitioners’ Guide to Proper Practices to be 

applied in the preparation of statutory annual accounts and governance statements” have provided 
Councils with a checklist to be used when undertaking an annual audit. The JPAG checklist has been 
used in order for the relevant tests to be carried out to be satisfied that the Parish Council is meeting 
the required standards. That is set out at the end of this report for member’s information.  
 
 
1.3 The Council employed an Internal Auditor up to the point when it dismissed its clerk on the grounds 
of gross misconduct at the end of November 2019. Since that time that Auditor has not undertaken 
any audit work. I have seen his letter dated the 15th February 2020, in which he sets out the terms of 
reference under which he was asked by the Council, many years ago, to conduct his Internal Auditor 
role. This was to check and examine invoices, bank statements, cheque books and paying in books 
against the account book to ensure there were no mistakes or discrepancies. He emphasises that he 
was not engaged to undertake any other tasks. That appears to have been insufficient for the 
requirements of Internal Auditing of Smaller Parish Councils under the requirement set out in the JPAG 
Guidance. It follows that Parton Parish Council has not had an appropriate Internal Audit undertaken 
for quite some years and thus, its Internal Audit AGAR report has not been properly signed as required 
by the relevant Regulations. That Internal Auditor, in that report confirmed that certain matters were 
in order when he had never checked them. The Annual Governance Statement that a Chair signs is led 
by the Internal Audit report. If the latter is incorrect then so will have been the Annual Governance 
Statement.  That Statement and internal Auditor’s report are now in the past and the public raised no 
objection so they may not be revisited. However, your Council may wish to consider an audit of 
previous year’s business, which may of course incur expense. 
 
1.4 I have set out below the matters that are required to be the subject of an Internal Audit. It is clear 
from my examination that the Council’s current Municipal year falls into two parts. The first being up 
to the time of dismissal of the Clerk when some elements the Council was required to have in place, 
as per JPAG Guidance, were not in place. The second period is after the dismissal from when the 
Council has set about correcting errors or oversights of the past. There seems little point in my report 
focusing too much on the position of the Council pre-December 2019 but upon where it is at the time 
of my audit. As far as the Council’s former auditor’s limited remit was concerned he reported to 



Council in October 2019 that all was in order. In terms of the financial matters that he reviewed and I 
will leave it at that. 
 
2. Objectives of the Audit 
 
2.1. To examine the system of internal controls to ensure that the Parish Council may obtain an 
adequate level of assurance for its activities. 
 
3. Scope of the Work and the areas of Audit Work examined. 
 
3.1 The Scope of Work covers the ten key control tests identified in the Internal Audit part of the 
AGAR, only nine of which I have examined as the Parish Council does not have any petty cash. 
 
3.2. To properly complete the audit the following areas of activity have been examined and tested by 
the Internal Auditor: 

 Payroll 

 Creditors 

 Risk Management (not undertaken by your former auditor over the years) 

 Income collection and Banking arrangements  

 Accounting records, Assets (assets not undertaken by your former auditor over the years) 

 Debtors   

 Budgetary Control (including year-end procedures) (not undertaken by your former auditor 
over the years) 

 
3.3. The audit findings of this report have been discussed with the Parish Clerk and any audit 
recommendations have been agreed with her. 
 
4. Findings 
 
4.1. Payroll 
 
4.1.1 The Parish Council had 1 employee up to the end of November 2019, who worked agreed hours. 
He should have been required to be paid in line with NJC pay scales and is paid after every Council. His 
hourly rate was increased on the 24th April 2019, to a rate not included in the NJC pay scale and, for 
reasons that are not apparent was backdated to the 1st April 2019. That was not authorised by any 
minute that I could find and your former Internal Auditor did not pick up on this in his half yearly 
report. The Council’s business must be conducted strictly in line with the actual minuted decision and 
clearly this was not the case in the backdating of that salary increase.  The former Clerk should, in my 
view, have advised Council of the NJC Pay scales. The decision to back date would appear to have been 
a lone decision of the former Chair of the Council, according to the former Clerk, and it is a rule of law 
that no one Councillor can make a decision and certainly not one to expend money. Since December 
2019 the Council has had to continue with its new Chair undertaking the duties that a Clerk would do 
via his delegations under the Council’s Standing Orders. A new Clerk has now been appointed and this 
time it is clear from the report on the appointment that the Council has corrected its earlier error and 
had proper regard to the national pay scales. 
 
4.1.2. All payroll information was checked for the year and appeared to have been processed correctly, 
although I have not seen any payslips. The amounts appeared to be correct other than for the 
backdating of the former Clerk’s pay.  Council may wish to make enquiry of its former Clerk as to 
whether he holds any payslips so that these can be verified. 
 



4.2. Creditors 
 
4.2.1. There is no separation of duties at Parton Parish Council as the Parish Clerk is the only Officer 
responsible for Finance and Administration. Compensating checks do not appear to have been carried 
out by Members up to November 2019, and, again, this was an area that the former Auditor was not 
required to consider. The Council has now put in place processes to ensure that this is undertaken and 
Financial Regulations and a new Audit Review procedure approved at the February 2020 meeting 
outlines the systems to be followed. That should be undertaken for the first time during 2020/2021 
year. 
 
4.2.2. Cheques for payment are prepared by the Responsible Finance Officer (Clerk) and together with 
the relevant invoices are presented to Members each month to view and check. In accordance with 
Financial Regulations two Members sign the cheques at the Parish Council Meeting, and initial the 
cheque stubs.  Signing members are also invited to see the actual invoices correspond with the 
cheques and initial those also.  Some cheque stubs were found not to have been countersigned but 
that was in relation to matters pre December 2019. The former Internal Auditor confirmed that part 
of his limited role was to check the cheque books but did not pick up on this. Better attention is now 
being paid to this requirement. 
 
4.2.3. The Parish Clerk’s expenses lacked some clarity up to December 2019. Some were recorded but 
a list of his expenses never appeared to have been presented to Council when a cheque was required 
to be signed to reimburse the former Clerk. The Council should ensure that, going forward, its new 
Clerk does provide a proper list of expenses, with receipts for expenditure, when seeking 
reimbursement made. Council may wish to consider using a tick list for meetings for the chair to sign 
and tick to confirm that all was available to view.  
 
4.2.4. All payments were checked to the invoices for the year (as far as possible for matters pre 
December 2019) and these appeared to be properly recorded on the Income and Expenditure record. 
Some minutes authorising expenditure could not be found but the payments had been approved at 
the time a cheque was signed. Closer attention to invoice management is required.  
 
4.2.5. All donations/grants paid had been agreed by the Council but, up to December 2019, were not 
properly recorded as donations/Section 137 payments in the minutes. Some grants that appear to 
have been made under s. 137 had not been approved in accordance with the legal requirements.  
There is a limit to the expenditure that can be incurred under s. 137. It appears that Parton cannot 
exceed that limit due to its small budget but, properly recording grants as being made under s.137 of 
the Local Government Act 1972,  is a matter that the clerk should be aware of. 
 
That failure had not been picked up in previous audits as the internal Auditor had not been required 
to do so. It is however part of an audit investigation. The Council now has in place a policy on how 
grants are to be dealt with and that clearly sets out the procedure to be followed when making a grant 
under s.137.  The Council does now set out in its minutes the legal power it relies on to incur 
expenditure. This element of good governance must continue. 
 
4.3. Risk Management/Governance arrangements 
 
4.3.1. The Council does not appear to have any formal Risk Assessment document in relation to the 
conduct of its business and which is essential for good governance for a Council. Again consideration 
of this element was not part of the former Internal Auditor’s remit. It is noted that since December 
2019, the Council, when providing reports for Members’ consideration, do include a paragraph on risk 
and any mitigation measures that may need to be considered when taking decisions. That is a useful 



approach for the Council to take and it should continue. It is noted that since December 2019, the 
Council has agreed a Template form of report which ensures that all relevant information is before 
Members when required to take a decision.  
 
4.3.2. The Parish Council has a very small budget with only 1 employee, and therefore its risks are 
considered to be very low but vigilance by Members must be properly maintained. 
 
4.3.3. There appears to be adequate insurance cover for all assets of the Council. Council may wish to 
review the cover they have and especially in relation to the use of its play equipment.   
 
4.3.4. The Council has adequate Financial Regulations and Standing Orders in place, which were 
reviewed, updated and approved during 2019, for continued relevance to the Council in accordance 
with good practice from the JPAG Guidance. 
 
4.4. Income collection and Banking arrangements 
 
4.4.1. The Council does not receive any Income apart from the Precept, vat refund and a small sum 
through garage income and bank interest. It was noted that some garage rents had not been received 
for up to two years. The Council clearly took no action over that pre December 2019 but I understand 
that it is to follow up on these apparent arrears. The former Auditor clearly did not pick up on this 
omission when undertaking his limited audit (see para 1.3 above).   
 
4.4.2. I examined all the income records for the year and confirmed that all income had been received 
(apart from some garage rents), promptly banked, and properly recorded in the Receipts and 
Payments book.  
 
4.4.3. Vat is recorded from the Receipt and Payments records onto the vat form and is claimed 
annually, this is acceptable for the small number of transactions. However there were some 
discrepancies in the Vat records but these have now been corrected. Some Vat refunds need to be 
claimed and the new Clerk should be asked to look into these. 
 
4.4.4. The Council holds a Current account only. It may wish to consider a deposit account.  
 
4.5. Accounting Records 
 
4.5.1. The Council keeps a manual Income and Expenditure record throughout the year which is 
adequate for a very small Council and this appeared to have properly recorded matters with a 
summary completed for the end of year accounts.   
 
4.5.2. The Clerk reports to Council at every meeting on the income and expenditure balance and at 
the end of the year bank reconciliation is carried out, which should be confirmed by the Council. This 
was found to be correct at the time of my review. 
 
4.6. Assets 
 
4.6.1. The Asset Register appears to be up to date as at 31st March 2021 and is agreed with the 
statement of accounts. 
 
4.7. Debtors 
 



4.7.1. The only debtors seem to be garage tenants and it is clear that there has been a lack of due 
attention by the Responsible Financial officer to the recovery of income for a number of years. This 
needs to be corrected as a matter of urgency. I understand that the matter is to be considered at the 
May AGM (corona virus permitting).   
 
4.8. Budgetary Control 
 
4.8.1. The precept and budget had been discussed and agreed by the Parish Council at its January 
meeting. The Council, according to the minutes, never actually passed a resolution approving a 
budget, as is required by law, up to that January 2020 meeting. This was never picked up by the former 
Internal Auditor as he had not been required to check this element of compliance. There are minutes 
indicating approval of a precept but those minutes do not provide evidence as to just how the precept 
had been calculated. The Council, pre-December 2019, did not make any budget, if it had one, publicly 
available. That was wholly improper being both contrary to the law and the Transparency Code for 
Smaller Councils. The Council has been compliant with both since December 2019. 
 
4.8.2. Budget monitoring did not appear to have been carried out by the Council pre-December 2019 
and which probably explains why it seems to have overspent its precept in the last few years. 
Whenever expenditure was to be incurred the former Clerk did not advise Council as to whether 
funding was available within budget and nor did the Council ever authorise expenditure from its 
reserves. This seems to explain the difficulties the Council had in January over its budget approval.  
 
4.8.3 The Council now uses its template report to include for advice to Members on budget impacts 
when it is being asked to incur expenditure. It has, since December 2019, now specifically authorises 
expenditure from reserves. A Budget should not be exhausted with three months to go until the end 
of a financial year as has been the case with Parton. I note also that Council is now to be having a Table 
at each meeting providing a running total of expenditure against Budget such that it is now properly 
undertaking budgetary control.  
 
5. Conclusions 
 
5.1. The internal control and Governance arrangements are well advanced from where the Council 
was in December 2019 and is very satisfactory for the size of the Council. 
 
6. Recommendations 
 
6.1. There are no recommendations other than as may have been flagged up within this report. The 
Internal Auditor undertaking his/her duties in 2021 should check to see that the improvements made 
since the dismissal of the former Clerk are still being implemented  
 
JPAG Checklist 
 
Internal 
Control 

Suggested testing  

Proper 
bookkeeping 
 

 Is the cashbook maintained and up to date? 

 Is the cashbook arithmetic correct? 

 Is the cashbook regularly balanced? 

 

 

 

a) standing 
orders and 
financial 
regulations 
adopted 

 Has the council formally adopted standing 
orders and financial regulations? 

 Has a Responsible finance officer been 
appointed with specific duties? 

 
 
 

 



and 
applied; 
and 

b) payments 
controls 

 Have items or services above the de 
minimus amount been competitively 
purchased? 

 

 Are payments in the cashbook supported by 
invoices, authorised and minuted? 

 

 Has VAT on payments been identified, 
recorded and reclaimed? 

 
 
 

 Is s137 expenditure separately recorded 
and within statutory limits? 

 

There is no 
evidence available 
to take a view 

 
 

 
 

 
not all reclaimed 
yet 
 
 

 

Risk 
management 
arrangements 
 

 Does a review of the minutes identify any 
unusual financial activity? 

 

 Do minutes record the Council carrying out 
an annual risk assessment? 

 
 

 Is insurance cover appropriate and 
adequate? 

 
 

 Are internal financial controls documented 
and regularly reviewed? 

Back dating of pay 
rise 
 
No. However, new 
arrangements are 
now in place 
 
Appears so but 
should be 
reviewed 
 
They have not 
been but new 
arrangements are 
now in place 
 

Budgetary 
Controls 

 Has the Council prepared an annual budget 
in support of its precept? 

 

 Is actual expenditure against the budget 
regularly reported to the council? 

 

 Are there any significant unexplained 
variances from budget? 

 
 

 

 
 
 

Yes. The Council 
exceeded its 
precept ‘without’ 
budget control. It 
has corrected that 
omission. 

 

Income 
Controls 

 Is income properly recorded and promptly 
banked? 

 Does the precept recorded agree to the 
Council Tax authority’s notification? 

 Are security controls over cash and near-
cash adequate and effective? 

 

 
 

 
 

 
 

Petty cash 
procedures 

 Is all petty cash spent recorded and 
supported by VAT invoices/receipts? 

 N/A 



 Is petty cash expenditure reported to each 
Council meeting? 

 Is petty cash reimbursement carried out 
regularly? 

Payroll 
Controls 

 Do all employees have contracts of 
employment with clear terms and 
conditions? 

 

 Do salaries paid agree with those approved 
by the Council? 

 
 
 

 Are other payments to employees 
reasonable and approved by the council? 

 

 Have PAYE/NIC been properly operated by 
the council as an employer?  

 should do 
 
 
 
Not for the former 
Clerk. See 
comments in 
report 
 

 
 
 
It appears so 
 
 

Assets 
controls 

 Does the council maintain a register of all 
material assets owned or in its care? 

 

 Are the assets and Investments registers up 
to date? 

 
 
 

 Do asset insurance valuations agree with 
those in the asset register? 

 

 
 
 

 
bus shelter notice 
board needs to go 
on 

 
 

Bank 
Reconciliation 

 Is there a bank reconciliation for each 
account? 

 Is a bank reconciliation carried out regularly 
and in a timely fashion? 

 Are there any unexplained balancing entries 
in any reconciliation? 

 Is the value of investments held 
summarised on the reconciliation? 

 
 
 

 
 
 
 
 
 
 

Year-end 
procedures 

 Are year-end accounts prepared on the 
correct accounting basis (Receipts and 
Payments or Income and Expenditure)? 

 Do accounts agree with the cashbook? 

 Is there an audit trail from underlying 
financial records to the accounts? 

 Where appropriate, have debtors and 
creditors been properly recorded? 

 
 
 
 
 
 
 

 
 

 
 
Yours faithfully 
 
 



 
Internal Auditor 


