HORLEY TOWN COUNCIL

INTERNAL AUDIT REPORT  2011-2012 

I visited the Town Council Office on Monday 3rd October 2011 to commence the Internal Audit process for 2011-2012. A further visit was made on 16th March 2012, and a final visit to complete end-of-year matters was made on 1st June 2012.

The comments below are in the order of the headings in Section 4 of the Annual Return, followed by any additional items specified in the Council’s Audit plan.

Recommendations are shown in bold and underlined, and any responses received from Council have been added in italics.

A. BOOKS OF ACCOUNT

Entries to the Scribe accounting system are made regularly, and are up-to-date. Balancing is normally carried out mid-month to the end of the previous month.

VAT is identified by the system, and reclaims are made quarterly.

Loan repayments are made by Direct Debit from PWLB, and are up-to-date.

B. FINANCIAL REGULATIONS
Standing Orders and Financial Regulations were reviewed in April 2009 and are scheduled for further review in line with lates NALC model during next financial year.

HTC: A review will take place with the Standing Orders Sub-Committee later this year.

Payment procedures, including invoice authorisation, cheque signing and use of debit cards are satisfactory. Payment by on-line banking has just been introduced, and satisfactory procedures are in place to ensure security of payments and compliance with legislation.

Reference to Power under which expenditure is incurred is only shown in Minutes for exceptional items. Council is eligible to use Power of Well Being, following the further training required post – elections.

Contracts are awarded in accordance with financial regulations and staff are aware of the multiple contract issue.

 S.137 is unlikely to be used now that Power of Well Being has been adopted.

C. RISK MANAGEMENT

The Internal Control policy, which was revised during the last year, operates on a rota basis, and ensures Member involvement in financial controls.

Insurance was reviewed in June 2012
 and renewed with Aviva for the final year of a 4-year deal. A tender process for renewal will be held in June 2013.

The annual review of risk was carried out in January 2012.

PAT testing is overdue and should be commissioned shortly.

HTC: Full PAT testing was conducted on 19 April 2012.

Contractors Public Liability policies are checked annually.

Work continues on the Procedures Manual, including that for On-Line Banking.

D. BUDGET & PRECEPT

Following several years of a zero % increase in Precept, albeit with a slightly increased tax base, it is apparent that reserves have been reduced. Against this background, and with continuing inflation and increasing workloads already requiring more staff hours, careful consideration was given to budget for 2012-2013, and a small increase in Precept was agreed. However, some use of Reserves will still be required in the year to allow for budgeted expenditure. It is forecast that by 31/3/2013, general reserves will be around £32000, which is low when set against annual expenditure of some £360000.

Council should consider a policy whereby general reserves are increased over a period of time to the recommended minimum of three months expenditure. 

This could be prepared in conjunction with a forward financial plan or extended budget, in line with the Council’s Business Plan for the remainder of the administration.

Earmarked reserves need reviewing to ensure they are still relevant.

HTC: These matters will be fully reviewed prior to the next precept round

E. INCOME
Hall and Sports tariffs were reviewed in April 2011.

Income procedures, use of deposits, invoicing, debtor control and security of cash are all satisfactory. Some payments are now received via on-line banking, and monitoring procedures for this are satisfactory.

Debit cards are now accepted for payments, and although this facility is expensive, it does offer a much- appreciated facility to hirers.

VAT is charged on appropriate one-off sports bookings.

F. PETTY CASH

Expenditure is satisfactorily controlled by use of vouchers, which are properly authorised, coded, allocated and VAT reclaimed if appropriate. A £150 float is maintained, and topped up monthly.

 Minimal Petty Cash income is received, and is dealt with appropriately.

G. PAYROLL

Payroll is carried out in-house using Sage. End of year returns at March 2011were completed satisfactorily, and pension contributions are made at the correct levels.

Appropriate salary increases are minuted, with most staff at top of scale.

Salaries are paid by electronic payment.

Members make few expenses claims, and those made by Staff are properly authorised by Chairman in advance of payment. Councillors’ Allowance Scheme has not been adopted.

H. ASSETS AND INVESTMENTS

Asset Register, split into Land & Buildings, and an inventory of equipment,  is in course of up-dating to include acquisition date and cost together with life expectancy of asset where appropriate. 

Some valuations differ between various documents, and these should be clarified before year-end to ensure an accurate figure is entered onto the Annual Return.

Similarly, the opportunity should be taken at Insurance renewal in June 2012 to cross check insured values against asset register.

HTC: The asset inventory has been satisfactorily cross-checked at the year end.

I. BANK RECONCILIATIONS

Reconciliations are carried out monthly and are checked by Members against a checklist. All accounts, including investments are included in the process.

J. YEAR END ACCOUNTS

Figures for the Annual Return have been correctly extracted from the accounting system, and Bank reconciliations at 31/3/2012 have been checked.

K. TRUSTEESHIP

Not applicable.

OTHER ITEMS

Staff Appraisals are due April 2012.

A record of training attended by Members and Staff should be maintained.

HTC: A training register has been created for all courses attended by Councillors and staff since May 2011.

The 2008-2012 Corporate Plan is to be revised in conjunction with consideration of a Neighbourhood Plan. See Section D.

Council Policies (Health & Safety, Equality, Freedom of Information) are up-to-date, and Data Protection registration has been renewed. All expenditure is shown in Minutes, and will be included on website, to satisfy the £500+ reporting requirement.

Paul Hartley

Internal Auditor

1 June 2012 

