BRADLEY STOKE TOWN COUNCIL
Annual Internal Audit Report – July 2008.

This Internal Audit examination took place prior to signing off the certificate contained within the “Local Councils in England Annual Return for the Year Ended 31 March 2008” in order to assess the Councils continued compliance with financial controls and to test the levels of internal control and the completeness of accounting transactions.

As a result of my work carried out at the previous audit, I can state that my findings satisfied all the criteria needed to sign off the certificate, and this report is presented to as a commentary on the individual sections contained within the aforementioned certificate.  I also take the opportunity to comment upon on the reaction taken by Council to the recommendations contained in my last report dated 4th February 2008.
My recommendations at that time were:

· Consider a review of Financial Regulations and Standing Orders to ensure they are still relevant.

· New procedures within the Purchase Order System be introduced to ensure all prompt payment discounts are taken.  Ensure compliance with existing controls to ensure there are no Procedural breaches.

· The sums insured under the insurance portfolio be reviewed prior to renewal to ensure the Council is properly covered.
· The Business Plan to be completed.

· Consideration is given to the treatment of any future Petty Cash discrepancies.

· Review the Payroll Control spreadsheets.

· Introduce Asset de minimus values levels at year-end.

I note that the Council received my report at the Finance & Leisure Committee held on 20th February 2008 and all recommendations accepted.  I will comment upon the actions taken by Council in respect of each recommendation at the appropriate section below.
The following paragraphs relate to the sections contained in the Internal Audit Certificate, which I signed off on 9th July 2008.

A
Proper Book-keeping.

I am satisfied that the standards of booking are appropriate, and that these books of account are properly kept throughout the year.  This follows my finding from previous years.
B
Financial Regulations and Payments:

a) Financial Regulations/Standing Orders
At the last audit I noted a comment contained in the Minutes that a review was to take place (Council meeting held on 9th May 2007).  A full review has now been completed and minor adjustments made which were accepted at the AGM on 21st May 2008.
Final adoption of the Financial Regulations is due to take place at the meeting on 17th July 2008 following a final adjustment which was highlighted at the AGM.

It is considered that these documents form the basis of the financial control systems that exist within the authority and are appropriate for purpose.
b) Payment Controls

At the last audit I revealed that there was one occasion where a prompt payment discount was missed.  During the time of that audit the Responsible Financial Officer (RFO) immediately issued a Procedure Note which addressed the matter.  A review of the system since then did not reveal any discrepancies.  I found that all payments were supported by vouchers, properly approved by Members and properly accounted for within the Sage system.  All VAT has been identified, recorded and reclaimed.  Section 137 expenditure is separately recorded in the accounts and falls within statutory limits.
I can therefore certify that the Council’s Financial Regulations have been met, payments were supported by invoices, expenditure was approved and VAT properly accounted for.

C
Risk Arrangements
The Councils exposure to Risk continues to be monitored efficiently.  The system of site review and reporting, as previously noted, remains in place and a Health & Safety report is regularly presented to the Planning, Environment & Amenities Committee.

Since my last visit the following has taken place:

· Health & Safety report to Planning, Environment & amenities Committee (23rd March 2008)
· Annual Risk Assessment review carried out in January 2008.

· Statutory appliance testing carried out in March 2008.
· A First Aid course for staff was run on 28th May 2008.

· There is a proposed Food Hygiene course for staff.

· Risk Assessments were carried out re International Woman’s Day and the Easter Extravaganza.

The non physical aspects of Risk assessment are covered through the procedures of financial control, internal check and regular budgetary review systems that are in place within the council.  This includes the insurance portfolio, which at the last audit I suggested needed a review.   Since that time a complete review has taken place and the insurance provider market tested for value.  All building assets were valued by the District Valuer during February/March 2008, and other valuations assessed at cost plus annual inflation increases.
The revised portfolio was put to quote from Zurich Municipal (the current insurer) and WPS Brokers (Norwich Union), being the leading insurers who specialise in Town Council insurance. The lowest quote (from Zurich Municipal) was accepted by Council (Meeting held on 21st May 2008).

It is considered that the Councils approach to Risk remains robust and appropriate. 
D
Precept Requirement and Budgetary Control
The Council has a sound budgetary process with the Precept being set after a complete review of the Councils activities.  The Precept is properly and promptly received.  The Finance & Leisure Committee regularly receive a monitor report when actual income and expenditure is reviewed against budget.  The budget and Precept approval was considered by Council (16 Jan. 2008, Minute 9.2) and Finance & Leisure Committee (20th Feb. 2008, Minute 6.2). 
The reserves of Bradley Stoke Town Council are considered appropriate for an authority of its size and range of services. 
E
Income 

I can confirm that the Councils income is properly and promptly received, and the procedures that were in place previously have not been changed.  
Substantive testing has shown that income was promptly collected, banked and accounted for.  All Caretaker receipts for the review period were present and the charges levied to users of BSTC services checked for accuracy.  No errors or issues were identified.

F
Petty Cash 

A previous audit had identified an occasion when the Petty Cash tin did not reconcile to the accounting records by £7.86.  This discrepancy was “made good” by the RFO and it was suggested that the correct way to deal with any future occurrences was to report to Council and if appropriate seek write-off authority. 

This action was approved by Council, and since then no further discrepancies have occurred.  A review of the Petty Cash transactions was carried out and no errors found.  I was able to trace disbursements through the petty cash system to the nominal code within the Sage accounting system.  The Petty Cash “Cheque” system and the Mobile Van imprest were reconciled.
The Finance & Leisure Committee continues to receive regular reports on Petty Cash disbursements for Members approval.  Petty Cash payments are supported by receipts and VAT appropriately accounted for.
G
Payroll 

Salaries to employees have been paid in accordance with Council approvals and PAYE, NI and pension requirements properly applied.
A review of transactions was trailed from prime documents to payslip and accounting records.  No issues arose.   At the last audit I commented that a review of the control spreadsheets be carried out.  This action has been done by the RFO and minor changes implemented so that the potential for discrepancies has been reduced.  
H
Assets and Investments

a) Assets

Following comment at the last audit a complete review of the Asset Register has taken place.  This was coupled with the valuation exercise carried out in respect of the insurance arrangements.  A considered approach has been adopted whereby small items have been grouped so that individual items of little value no longer are identified in the Register.  The detailed register shows the revalued cost with provision for purchases, deletions, obsolescence and reasons being shown.
The Register also reconciles to the Summary of Fixed Assets contained in the Annual Financial Statement.

b) Stocks and Stores

A year end stock take took place and values were attributed to all items.  These valuations were used in compiling the final accounts for the year.
I
Bank Reconciliation

Regular reconciliation between the Councils records and the bank statements takes place upon receipt of the statements.  I can also confirm that a year-end reconciliation was carried out.

J
Year-end Procedures

Year-end financial statements are produced by the accounting system up to and including Trial Balance.  Provisions are in place to provide for debtors, creditors and accruals.  The Financial Statement is prepared by a professional contractor.  Year end and brought forward balances provide a trail to show that all transactions between years are fully accounted for.

Two minor typographical errors were noted in the Financial Statement and drawn to the attention of the RFO. 
Other Issues

The other item mentioned at the last audit relates to the Business Plan, which remains outstanding.  At the time of the last audit the document was posted on the Council’s website seeking comment from the public.  The response (eight comments) was disappointing, but progress still needs to be made.  It was interesting to note one comment from which I quote:

“Is there an action plan for the next 5 years as all the “wants” seem very woolly and I can’t see what the council’s intentions are.  There should be targets so that they can be monitored anthe (sic) council held to account in the event of them not being achieved”

This should be the next step towards finalising the Councils Business Plan.  Measurable targets should be determined and the document used as an integral part of the budgetary and forward planning process.
Conclusion

Based upon the review detailed above, my previous Internal Audit findings, I conclude that there are no issues arising that prevent me signing the Annual Statement.  As stated before, this I have done.  

In conclusion, can I once more thank David Chandler, Rachel Pullen and their staff for their assistance during the conduct of the audit.

John Massie, CPFA.

10th July 2008.
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