Icklesham Parish Council
Review of Internal Audit Effectiveness 2018-19 and updated June 2020
Regulation 6 of the Accounts and Audit Regulations 2015 requires the authority (Council) must conduct each financial year a review of the effectiveness of its system of

internal controls. The review needs to inform the authority’s preparation of its annual

governance statement. You must be confident that this is the case for our Council and I note below some of our key controls. Please consider the regulations and the controls below and confirm that you agree that our internal controls are adequate or that changes are needed. 

Our internal audit controls 

· Council ensures that its standing orders and financial regulations regularly reviewed are fit for purpose and are applied. 

· Council conducts a quarterly audit with the Clerk / RFO to review a sample of financial transactions and controls. The outcome of the audit is recorded and signed by councillors. Any issues to be resolved are followed up.
· We have an annual internal audit and report on the adequacy of our internal controls by an appointed independent auditor. The scope of our annual audit (as a minimum) is shown below in App 9 An Approach to internal Audit testing and is consistent with the Governance and Accountability for Smaller Authorities. 
· Council reviews and confirms our Asset Register & Insurance cover.
· Council reviews on a regular basis its risk register.

· Council reviews and confirms bi-monthly Bank Reconciliations.

· Council reviews and confirms a bi-monthly financial report of R&P, Assets and Reserves that includes comparisons to budget and a forecast of outcomes for the year.
· Council reviewed and took action to correct any issues identified by the external and independent internals auditors. 

Your responsibility

The Local Councils Smaller Authorities Annual Return Section 1 is a governance statement that is agreed by the Council and signed by the Chairman and the Clerk to acknowledge the council’s responsibility to ensure there is a sound system of internal control in place. You need to be confident that we meet our responsibilities in each of the 9 areas defined in the Governance statement. 
We are in my view well placed to do this and have good controls.
Clerk & RFO
Dated 22nd June 2018 and June 2020
Appendix 9 – An approach to internal audit testing
	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 and applied; and 

b) payments controls 
	· Has the council formally adopted standing orders and financial regulations? 

· Has a Responsible finance officer been appointed with specific duties? 

· 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? 



	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? 



	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? 



	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? 

· 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? 



	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? 



	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? 




