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The internal audit of Broseley Town Council is carried out by undertaking the following tests as specified on 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 

 

The interim internal audit provides evidence to support the annual internal audit conclusion on the Annual Return for local councils.  

 

Conclusion 

On the basis of internal audit work carried out, which was limited to the tests above, in our view the council’s system of internal 

controls is in place, adequate for the purpose intended and effective, subject to the recommendations reported in the action plan. 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
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 ISSUE 

 
RECOMMENDATION FOLLOW UP 

 

2019/20 year end internal audit 

 

1 The council has continued to encounter 

staff resource issues. An RFO was finally 

appointed on January 6th, 2020 and a 

locum clerk has been in place since 

February 2020. There was no detailed 

handover to new staff  in terms of detailed 

financial internal controls and procedures. 

 

The council should aim for medium 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. 

 

2 FIXED ASSETS 

 

- The final asset register provided for 

internal audit does not agree to the 

fixed assets total in the RBS ledger.  

 

- There is no evidence of any 

thorough review of expenditure in 

of 2019/20 expenditure to identify 

capital additions for inclusion in the 

asset register. For instance, sample 

testing of expenditure in the interim 

audit identified a CCTV and alarm 

installation but this has not been 

included in the asset register.   

 

 

 

The council need to ensure the correct 

fixed assets year end figure is reflected in 

the AGAR annual return and the RBS 

ledger 

 

The council need to review the 2019/20 

fixed asset register and ensure that all 

capital items that are additions have been 

included in the asset register at cost. The 

council need to review capital expenditure 

annually and update the asset register for 

capital items purchased which are owned 

by the council.  
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- There are no dates of addition or 

disposal in the register so it is not 

possible to identify 2019/20 

additions/disposals.  

 

- Community assets do not form part 

of the addition formula for the asset 

register spreadsheet and have 

therefore been incorrectly excluded 

from total fixed assets. 

 

- The ‘approximate value’ column of 

the asset register does not include 

COST as part of the description. 

 

 

The month and year of purchase should be 

recorded against assets in the asset 

register. See also further suggestions for 

improvement to asset register that in 

2018/19 fixed asset recommendation. 

 

Community assets must be included in the 

total of fixed assets 

 

 

The ‘approximate value’ column of the 

asset register should include COST as part 

of the description as this is the column 

used for the AGAR annual return 

disclosure for fixed assets. 

 

3 There were no income and expenditure 

MUGA budgets established in the 2019/20 

ledger. Therefore, there were no budgets to 

compare actual income and expenditure for 

budgetary control purposes. 

 

The MUGA budgets for income and 

expenditure should be established as part 

of the budget setting process and variances 

reported in regular budgetary control 

reports. 

 

 

3 A number of ledger coding duplications for 

income and expenditure categories were 

identified and notified to the RFO. This 

will cause an issue with budgetary control 

reporting. 

 

Ledger codes for the same detailed  

categories of income and expenditure must 

be consistent to enable effective budgetary 

control reporting 

 

4 A GDPR report and action plan containing 

numerous actions needed to support 

Compliance action plans should be 

implemented on a timely basis. We will 
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compliance was issued to the council in 

September 2019. No evidence has been 

presented that the action plan is being 

implemented. 

 

 

arrange a follow up review in Autumn 

2020 with officers. 

5 RECURRING ISSUE 

The current fidelity cover in the insurance 

policy is £500k. However, maximum 

projected cash and bank balances for the 

2019/20 financial year were £619k. This is 

calculated as the year end cash and bank 

balances plus the next precept instalment.

     

     

The adequacy of the level of fidelity cover 

should be reviewed annually as part of the 

annual risk assessment by estimating 

maximum cash and bank balances for the 

next financial year. 

 

The council should increase the current 

level of fidelity cover. 

 

 

 

6 Staff Mileage expenses of £24 should not 

have been included in staff costs in the 

annual return disclosure. Thus has 

occurred because the code 4040 for Staff 

Mileage & Benefits is included in the Cost 

Centre 110 Salaries & Wages.  

 

 

Code 4040 should be amended to link to 

‘Other Payments’ rather than ‘Staff Costs’ 

in the RBS ledger code hierarchy 

 

7 A significant number of recommendations raised in previous years are 

still outstanding. These recommendations relate to key issues and should 

be addressed by the council. 
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2019/20 interim internal audit 

 

1 NB this issue was communicated to the 

clerk on October 21st for reporting to 

the council due to the urgency and 

seriousness of the issue: 

 

We understand the current RFO will be 

leaving the council by November 8th. 

We could identify no plan or current 

recruitment process to ensure that an 

RFO will continue to be in place at the 

council in accordance with the Local 

Government Act 1982 (s151). 

 

The council should ensure they comply 

with the requirements of the Local 

Government Act 1982 (s151) with respect 

to the RFO function. 

See year end internal audit issue above 

2 Although the clerk confirmed a number of 

suppliers were asked to provide a quotation 

for the CCTV/alarm contract we could not 

identify three quotations for the supply.  

 

It is not clear whether the Estates 

Subcommittee authorised this expenditure 

or full council. The terms of reference for 

the Estates Subcommittee does not 

delegate authority to spend.  

 

The documentation relating to tenders and 

quotations for contracts should always be 

retained in a contract file or attached to 

the purchase order/invoice when filed. 

 

The terms of reference of all sub-

committees should clearly state whether  

there is delegated authority to commit the 

council to expenditure, and the maximum 

expenditure limit of the delegated 

authority. 
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3 Review of the Purchase Orders (PO’s) file 

identified that the PO’s were not signed in 

a number of instances by the person(s) 

raising the orders. This is important to 

evidence compliance with the authority to 

spend thresholds in the Financial 

Regulations. 

 

Purchase Orders should be signed in 

accordance with the authority to spend 

thresholds in the Financial Regulations. 

 

4 The minutes state that payments are 

approved but the total of the payments 

schedule that is approved is not included in 

the minutes.   

  

The audit trail should be improved by 

including the total of the payments 

schedule that has been approved in the 

minutes. 

 

5 There was no confirmation for receipt for 

the £7000 grant to Broseley Community 

First Responders. 

   

Confirmations of receipt should be 

requested and retained for all significant 

donations and grants. 

 

 

2018/19 year end internal audit 

 

1 The balance as at November 9th, 2017 had 

been included in the year end bank 

reconciliation for the Nationwide Building 

Society account. The error was corrected 

during the internal audit and all omitted 

interest now included in the revised 

accounts. 

 

The building society should be requested to 

provide timely year end bank statements to 

enable the bank reconciliation to be 

prepared accurately. 

 

Recommendation Outstanding - to be 

followed up in 2020/21 

 

2 Petty cash expenditure has not been 

reported to council for 2018/19. The petty 

Petty cash expenditure should be reported 

to council regularly for approval. 
Implemented 
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cash is not cashed up by the clerk and 

certified as correct. 

 

The clerk should regularly cash up petty 

cash and agree the total to the ledger 

balance. The petty cash account should be 

signed to certify that this internal control 

has been carried out. 

 

3 Payroll testing identified that the payroll 

file is not reviewed by an allotted member 

to ensure the payroll agrees to the council 

approved pay scales and is complete and 

accurate. The March net pay bank payment 

was not signed by a member as approved. 

 

The payroll should be reviewed by an 

allotted member quarterly and signed as 

evidence the review was carried out and 

payroll approved. 

 

Net pay bank payments should be reviewed 

and signed as approved by a member. 

 

Recommendation Outstanding - to be 

followed up in 2020/21 

 

4 We could not locate the AGAR annual 

return, the internal audit, or a register of 

public land and building assets on the 

council website as required by the 

Transparency Code. 

 

The council should ensure all required 

documents are published on the council 

website. 

Implemented 

IMPORTANT GUIDANCE NOTE 

INTERNAL AUDIT CERTIFICATE in the AGAR 

There is a new internal control objective (Objective L) in the 2018/19 internal audit certificate that requires internal audit to conclude on whether the 

Public Rights Notice during the previous Summer was compliant with the Regulations. This is pre-filled for 2018/19 but in order to test this and 

conclude YES or NO for the 2019/20 internal audit we would need to receive with the 2019/20 books and records: 

- A copy of the completed 2018/19 Notice of Public Rights and Publication of the Unaudited Annual Governance and Accountability Review 
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- A dated photograph showing the first day of the Notice of Public Rights on the noticeboard and/or a dated computer screenshot showing the 
first date of the Notice of Public Rights on the website for 2018/19 

Our approach to this new requirement will be to conclude NO if we have not received the above evidence and explain on the AGAR that we received 

insufficient evidence to be able to conclude YES; we would also conclude NO if the dates advertised were not compliant with the Regulations. 

This will be a new ongoing requirement for internal audit, as well as verifying whether certain smaller councils meet the exemption criteria from an 

external audit. Therefore, for the 2019/20 internal audits there will be additional time charged at a fixed fee of £9 + VAT per local council to complete 

the new requirements. 

 

 

2018/19 interim audit 

 

1 The current fidelity cover in the insurance 

policy is £500k. However, maximum 

projected cash and bank balances for the 

financial year were £594k. This is 

calculated as the year end cash and bank 

balances plus the next precept instalment.

     

     

The adequacy of the level of fidelity cover 

should be reviewed annually as part of the 

annual risk assessment by estimating 

maximum cash and bank balances for the 

next financial year. 

 

The council should consider increasing the 

current level of fidelity cover. 

 

Recommendation Outstanding – see 

2019/20 issues. 

2 The Place Plan and Reserves working 

group does not have a formal terms of 

reference.      

      

All working groups should have a formal 

terms of reference that, inter alia, makes it 

clear that the group : 

 

 cannot commit the council to 

expenditure or a liability 

 cannot make a decision. A working 

group is advisory only and 

A terms of reference (TOR) was in place 

and this has now been updated. The 

updated TOR makes it clear that the 

group is advisory in nature and cannot 

make decisions. 
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therefore can only make 

recommendations to its parent 

committee 

 

3 The MUGA is owned by the council and 

the running of the facilities is carried out 

by the MUGA group. There are two 

employees but there was no evidence 

presented the MUGA group had registered 

as an employer with HMRC. The contract 

of one of the employees had expired in 

2018 and no replacement contract issued – 

this contract was between the MUGA 

group and the employee. We could identify 

no SLA or other agreement between the 

MUGA group and the council.  

      

The management arrangements for the 

MUGA should be urgently clarified. If the 

council is to be the employer both 

employees should be registered for PAYE 

under the council HMRC payroll reference 

and up to date contracts of employment 

issued. 

2019/20 follow up: 

 

The 2 MUGA employees have contracts 

of employment. The MUGA bank 

account and petty cash system is to be 

retained – the MUGA will provide a 

copy of the bank reconciliation monthly 

and at year end will provide income and 

expenditure accounts to include in 

council accounts. 

 

Recommendation Outstanding – the 

SLA not been implemented 

 

 

 

2018/19 year end follow up: 

The MUGA petty cash system is to be 

closed and the funds transferred to the 

council. The two MUGA employees are 

employed by the town council and new 

employment contracts are being 

established. The SLA will be progressed 

in 2019/20 financial year. 
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4 The asset register is in WORD format and 

contains limited information to support 

effective management of the assets and 

accurate disclosures in the year end 

accounts: 

 there is no date of acquisition 

 disposals are not evidenced 

 custodian of the asset is not stated 

 the location of the asset is not 

provided 

 as the document is in WORD 

format it cannot be automatically 

cast as in a spreadsheet, 

 there has been no review of capital 

expenditure in 2018/19 to identify 

any additions (and disposals) for 

the asset register  

    

The asset register should be compiled in a 

spreadsheet with the headings as described 

included  

 

 

Capital expenditure in 2018/19 should be 

reviewed to identify any additions( eg LITE 

Christmas lights). Items disposed of and 

obsolete items should be removed from the 

register at carrying value. 

 

 

 

Recommendation outstanding  

(NB the council should review whether 

MUGA assets and the assets relating to 

the library asset transfer are recorded in 

the fixed asset register.) 

5 A review of the asset register and the 

2017/18 Annual Return identified that 

community assets have not been included 

in the total disclosed in the Annual Return 

 

Community assets should be included in 

the year end Annual Return figure for fixed 

assets 

 

Implemented 

6 A £13380 payment was made on 

12/06/2018 to the Prysmian Group for the 

Maintenance agreement for 2016 & 2017.

  

 

Contracts should be for a set period and 

then subject to the procurement and 

quotation requirements of the Financial 

Regulations, to ensure value for money is 

tested periodically. 

2019/20 follow up - recommendation 

outstanding  
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A £7292.40 was made on 21/11/2018 to 

Highline for installation of festive lighting

    

No evidence was provided as to how long 

these contracts are in place. 

 

7 Accuracy of pricing checks of burials 

income identified that for the £1390 

income dated 29/11/2018, reference 

18/047, a £250 fee for a single burial was 

charged whereas in fact it should have 

been double as was the case for the other 

items included in the income receipt as the 

’out of parish’ prices should been applied.

      

There should be checks on the pricing of 

burials invoices before they are issued by 

agreeing charges to the burials price list

     

    

     

     

Implemented 

 

 

8 There is not enough information included 

on burials invoices to ensure the pricing is 

correct. For instance,  for reference 18/065 

income of £1120.00, grave digging fees are 

£660 as there is a double charge for being 

‘out of parish’. However, this is the fee for 

a double dig but this is not stated on the 

invoice and no underlying evidence was 

provided to show that a double dig 

occurred     

     

Invoices should clearly state the full 

services that have been provided 
Implemented 

9 We noted through a review of  burial 

control forms that the section ' register of 

graves update' is frequently stated as 

‘outstanding’ 

It is important that the Register of Graves 

is updated regularly 
Recommendation Outstanding  
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10 Libraries Income 

 

The library cash received control form 

contains fines as a balancing figure, so  it 

is not checked to the underlying activity 

sheet for each cash income type. Therefore 

no activity is not checked with actual cash 

income each month. 

 

A petty cash float is maintained but there is 

no evidence this has been included in the 

accounts of the council. 

 

It appears a £25 float was started some 

time ago and the amount is replenished 

from the fines balancing figure in cash 

income. Therefore, there is no control 

analysis maintained of petty cash income 

and expenditure for the accounts and cash 

income is being netted down each time 

cash is used to replenish the library petty 

cash. 

A complete analysis of library petty cash 

should be maintained on a spreadsheet 

showing all transactions for each financial 

year. Library petty cash income, 

expenditure and balances should be 

included in the accounts of the council. 

 

All petty cash expenditure should be 

supported by invoices/vouchers.  

 

The library cash sheet control form needs 

to include the total actually received and 

then itemise any payment to replenish the 

petty cash float 

 

The library cash sheet should be 

reconciled to the underlying sheet monthly. 

Implemented 

 

 

 
 


