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23rd April 2018 

 

Dear Stephen 

 

Re: Hurstpierpoint & Sayers Common Parish council 

Internal Audit Year Ended 31st March 2018 

 

Following completion of our interim audit on the 9th January and final audit on the 23rd April 2018, we enclose our 

report for your kind attention and presentation to the Council.  The audit was conducted in accordance with 

current practices and guidelines and testing was risk based.  Whilst we have not tested all transactions, our samples 

have where appropriate covered the entire year.   

 

Interim Audit – Summary Findings 

At the interim visit we reviewed and performed tests on the flowing areas: 

 Review of the Financial Regulations & Standing Orders 

 Review of the Risk Assessments 

 Review of the Budgeting Process 

 Proper Bookkeeping  
 
It is our opinion that the systems and internal procedures at Hurstpierpoint and Sayers Common Parish Council are 

very well established, regulated and followed.  The clerk is very experienced and ensures the council follows best 

practice regulations, and has over time adapted and changed the internal procedures as regulations and 

technologies have changed to maintain compliance.   

 

It is clear the Council takes policies and procedures very seriously and I am pleased to report that overall the 

systems and procedures you have in place are fit for purpose.   

 

Final Audit – Summary Findings 

 

I completed the following work as part of the final audit. 

 

 Review of annual accounts & annual return 

 Review of bank reconciliation 

 Testing of income and expenditure, second half of financial year 

 Review of salaries 



 

 

 Review of fixed asset register 

 Review of information for external auditor. 
 

The accounts have been correctly prepared on the income and expenditure basis using the RBS accounting 

package.  The   annual return contained the correct comparative figures and opening balances and cast correctly.  

The accounting entries were supported by underlying documentation and workings. 

 

I am of the opinion that the annual accounts and annual return are ready to be signed off by council and the 

external auditor.  Accordingly, I have signed off the annual return. The results of my interim and final audits can be 

seen below.  I have set out the results of my testing against each of the control objectives set out in the internal 

audit section of the annual return. 

 

A. Books of Account 

The Council continues to use RBS, an industry specific accounting package.  The RBS system is used daily to report 

and record the financial transactions of the Council and a review of the cashbook shows that all data fields are 

being entered, the hard copy reports are easy to read and logically filed.  My audit testing showed that supporting 

documentation could be readily located from records recorded on RBS.    I make no recommendation to change this 

system. The Council complies with the data transparency regulations and uploads information to its website on a 

regular basis. 

 

I tested opening balances as at 1.4.17 and confirmed they could be agreed back to the audited accounts for 2016-

17.  I confirmed that the Council’s VAT returns are up to date, with VAT claimed to the end of September 2017.  I 

have one minor recommendation.  At the time of my audit, the 2016-17 internal and external audit reports had not 

been formally accepted by a resolution of Full Council, having been reviewed at the Finance and General Purposes 

Committee.  It is recommended that these reports are brought to a meeting of Full Council, and are recorded as 

accepted by way of specific resolution in the minutes. 

 

Final Audit 

I agreed the statement of accounts back to annual return reports produced by the Council’s accounting system, 

RBS.  I therefore conclude that all figures on the annual return have been correctly derived from the Council’s 

accounting system.  Arithmetic has been checked and the accounts cast.  

 

I checked comparative figures for the previous financial year disclosed on this year’s annual return back to last 

year’s signed accounts, and can confirm that opening reserves balances, and comparative figures are accurately 

recorded in this year’s annual return.  

 

I also confirmed that VAT is up to date. At the time of my audit the VAT return had been completed and was about 

to be    submitted to HMRC for the period to 31.3.18. 

 

I am satisfied that the Council has met this control objective 

  

B. Financial Regulations & Payments 

The NALC model Financial Regulations were taken to Council in May 2017, and duly approved. The NALC model 

Standing Orders were taken to Council September 2017 and duly approved.  Members’ Code of Conduct was 

approved at the July 2017 meeting of the Council.   I was able to confirm by sample test that councillors have 

signed acceptance of office forms.  The clerk confirmed that this form has been redesigned following external audit 

comment in 2017-18. The Council has a robust attitude to maintaining and reviewing key governance documents.   

  

I tested a sample of expenditure transactions, and was able to confirm that all transactions had been signed off by 

two councillors, and approved at a meeting of the Finance and General Purposes Committee and the approval 

minuted, prior to BACS payment being set up by  one officer and authorised for payment by the Clerk.  It is clear 



 

 

that the Council has robust systems, policies and regulations in place and takes seriously its responsibility in this 

regard.  I do however have one recommendation for the Council to consider.  The Council now makes the majority 

of payments by BACS, which are set up at the bank by the finance officer and authorised by the Clerk.   However, 

Financial Regulations   suggest that payments made using internet banking should be authorised by councillors.  

Financial regulation 6.15 states  

 
“Where internet banking arrangements are made with any bank, the Clerk [RFO] shall be appointed as the Service 
Administrator. The Bank Mandate approved by the council shall identify a number of councillors who will be 
authorised to approve transactions on those accounts”  
 

It is my opinion that the current process for authorising BACs should be reviewed to ensure that it is compliant with   

financial regulations. This recommendation was reviewed by Councillors, who resolved to retain existing 

arrangements.  

 

Final Audit  

Expenditure per box 6 to the accounts was £229,525 (2016-17 £309,772) 

 

One additional item of expenditure has been tested as part of year end testing.  This related to a transfer of cash 

into a CCLA investment account.  This represented 25% of non-pay expenditure for the year.  I have confirmed that 

this balance has been invested with CCLA and I have seen the investment note setting out the value of the cash 

transfer to CCLA.   I am also satisfied accounting for this item is consistent with existing CCLA investments - the 

Council has  debited the income and expenditure account with the value of the investments and transferred the 

investment to the Fixed asset register.   This is consistent with the treatment recommended by external audit.  

 

I have identified no errors in my testing of expenditure recorded in box 6 to the accounts 

 

C. Risk Management & Insurance 

The Council has a risk strategy in place and monitors and reviews risk on an ongoing basis.  I was able to confirm 

that the physical risk assessment and the financial risk assessment for 2017-18 were discussed at the Council 

meeting in May 2017, and this review minuted.  

  

I confirm that the Council is insured with Zurich on a standard local authority long term deal that expires in June 

2018.  I confirmed that this has been updated to include material new assets – the street lighting infrastructure.  I 

was able to view the insurance certificate and can confirm that this is in date.   Money coverage is not however 

sufficient at £250K. The Council’s cash holdings regularly exceed this balance, and I therefore recommend that the 

insurer is contacted and insurance is increased.   

 

I note that the Council backs up the main server on a weekly basis.  This is a little time consuming and puts the 

council at risk of losing a week’s data.   I recommend that consideration is given to moving ICT back-ups to a cloud 

based solution, which should be tested on an annual basis.   

I am satisfied that this control objective has been met by the Council 

 

D. Budget, Precept & Reserves 

I confirmed that the 2018-19 budget and precept setting process was well underway at the time of our interim 

audit.  The budget is timetabled to be approved by the Finance and General Purposes Committee in December, 

with Full Council approval of the budget and precept to be completed in January.  I am satisfied that all statutory 

deadlines will be met.    

 

Current projections suggest that reserves will amount to £220K at 31.3.18, of which £147K will be held  in 

earmarked reserves.  The projected general fund balance of £75K is around 40% of precept.  This is an appropriate 

level of reserves for a Council of this size. 



 

 

The Council was able to demonstrate that budget monitoring reporting to members is completed on a quarterly 

basis, via reports to the Finance and General Purposes Committee.  Reporting is comprehensive, and is 

appropriately minuted.  I have one recommendation.  I noted that there were a number of small overspends 

against budget lines / expenditure on budget lines with no budget.   The Council is reminded that financial 

regulations to not permit expenditure in excess of amounts provided in the revenue budget.    I therefore 

recommend that a review of expenditure coding and consideration of a request for budget virements should be 

carried out as part of each quarterly budgetary control review.  

 

Final Audit 

The budget for 2018-19 was approved at the January Full Council meeting, with revenue and capital budgets both 

approved at this meeting.   The minute correctly recorded both budget and precept set for the 2018-19 financial 

year. 

 

I have confirmed that budgets continue to be monitored on a regular basis – Quarter 3 budgets were reviewed at 

the January 2018 Finance Committee Meeting.  Quarter 4 outturn will be discussed at the next finance committee.  

Review is minuted appropriately. 

 

Reserves at year end amounted to £239,912  (2017-18 £168,834).   Reason for the increase is receipt of £188K 

section 106 monies in the course of the financial year, which have increased reserves.   

 

At the time of my audit, £39K was held in earmarked reserves, with £200K in the general reserve.    I recommend 

that section 106 monies are transferred to a section 106 earmarked reserve.  I understand that some of the section 

106 monies have been spent in the course of 2017-18, and the earmarked balance is around £160K at 31.3.18.  

 

Council reserves at year end 31.3.18 are as follows 

 

Earmarked reserves                       £39K –  earmarked reserve 

Section 106 reserves                      £160K -    earmarked reserve 

Balance sheet general reserves    £40K –   general reserve  

Fixed Assets (CCLA investment)    £65K  -  general reserve  

 

General reserves are therefore £105k, held on the balance sheet and on the fixed asset register.  At around 50% of 

precept, this is an appropriate balance for a Council of this size.  

 

I am satisfied that this control objective has been met by the Council 

 

E. Income 

Final Audit 

Income per box 3 to the accounts is £244,258 ( 2016-17 £309,921) 

 

More than 80% of non-precept income from the year has been due to Section 106 monies relating to Hurst 

Meadows.  

I have agreed income recorded on the general ledger back to solicitor notification of amounts payable to the 

Council  

 

Precept Income per box 2 to the accounts is £193,736 (2016-17 £184,191).  I have agreed this to information held 

on the Mid Sussex DC website.  

 

I have found no errors in my testing of precept income per box 2 to the accounts and other income per box 3.  

 



 

 

F. Petty cash 

The Council holds a petty cash balance of £200.  We saw evidence that this is reconciled on a monthly basis. 

 

Final Audit  

I confirmed at the final audit that petty cash continues to be reconciled to supporting vouchers on a monthly basis.  

I am satisfied that this control objective has been met.  

 

G. Payroll  

Final Audit  

Staff costs per box 4 to the accounts are £120,093 (2016-17 £104,127) 

Payroll continues to be processed by West Sussex CC. I tested 4 payroll payments randomly selected through the 

course of the financial year.   I was able to agree payments per the ledger back to details of officer pay on West 

Sussex Invoices.  From there I was able to confirm the monthly payments back to pay award letters sent to staff on 

implementation of the annual NALC pay rise.   

 

I have identified no errors in my testing of income recorded in box 4 to the accounts 

 

H. Assets and investments 

The Council has a detailed fixed asset register in place. Assets are correctly stated at historic or proxy cost.  I 

confirmed that the asset register is updated on an ad hoc basis as assets are obtained / disposed of.   I will test 

controls in this area further at year end.   

 

Final Audit  

Fixed assets per box 9 to the accounts are £609,127 (2016-17 £489,469).  

 

I have been able to reconcile the balance on the accounts back to the fixed asset register held by the Council.  I 

reviewed the asset register, and was able to confirm that the Council continues to account for fixed assets on cost 

or proxy cost basis, as required by regulations.   

 

I note that the asset register includes 2 CCLA deposits, amounting to £65K.  These are held on the fixed asset 

register following recommendations by the external auditor, and I am satisfied that the accounting basis for these 

investments is consistent with the approach signed off by the external auditor.   

 

I note that the Council has added 2 parcels of land to the asset register.  These were transferred to the Council as 

part of a section 106 agreement with a developer and have been correctly added to the asset register at a proxy 

cost of £1.   

 

I have identified no errors in my testing of fixed assets recorded in box 9 to the accounts. 

 

I. Bank reconciliations 

I was able to confirm that the Council’s Unity and Nationwide bank accounts are reconciled promptly each month 

and that the reconciliations are reviewed by a councillor who is a member of the Finance and General Purposes 

Committee.  The bank reconciliations for September 2017 were reviewed in full.  The RBS system prints are neatly 

and logically presented. I was able to confirm that cashbook could be reconciled to bank account for both bank 

accounts.    There were no errors on any of the reconciliations.   

 

I note that the Council is in the process of setting up new bank accounts, in order to ensure returns are maximised, 

and Council monies are fully protected under the financial services guarantee scheme. 

 



 

 

I would like to remind the Council to keep a watching brief on maturity dates for CCLA deposits.  Once maturity is 

less than 12 months, these balances must be moved out of fixed assets and transferred to cash.  

 

I have one recommendation.  The councillor reviewing the monthly bank reconciliation should sign off the face of 

the original bank statement as well as the reconciliation.  

 

Final Audit  
Year end Loans per box 10 to the accounts were £176,182 (2016-17 £189,798)  

I have confirmed the year-end balance to third party confirmation provided by the Public Works Loan Board.   

 

Cash per box 8 to the accounts is £308,991 (2016-17) £288,162.   

 

I have re-performed the year end bank reconciliations and I was able to agree the bank reconciliation back to bank 

statements and the RBS cashbook, which I checked direct to the accounting system.  

 

I note that the bank statements for the 2 Nationwide accounts were not those for 31 March.  I recommend that 

these are obtained and checked for entries up to 31 March prior to submission of the accounts to the external 

auditors.  

 

The reconciliations had not been reviewed by Councillors at the time of my audit, but was due to presented at the 

next meeting. 

 

Boxes 10 and 8 to the accounts are fairly stated. 

 

J. Year-end accounts  

The Council has compiled accounts on accruals basis, as required by regulation.  

 

I confirmed that the Council has completed a reconciliation between box 7 and 8 of the accounts and that this is     

supported by schedules of debtors and creditors.  A year on year variance report has not yet been produced but 

this is in hand. 

 

I reminded the clerk to check carefully dates to allow for an inspection period in line with regulations, and 

confirmed that the inspection period must include the first 2 weeks of July.  

 

I am satisfied that this control objective has been met.  

 

K. Trusteeship  

No trusts. 

 

Should you have any queries please do not hesitate to contact me, finally I enclose a fee note for your kind 

attention. 

 

Kind regards 

Yours sincerely 

 
Mark Mulberry 

 



 

 

 

Points Forward – Action Plan - Interim Audit 

 

Matter Arising   Recommendation Council Response 

At the time of my audit, the 2016-17 

internal and external audit reports had 

not been formally accepted by a 

resolution of Full Council, having been 

reviewed at the Finance and General 

Purposes Committee 

 It is recommended that these reports are brought 

to a meeting of Full Council, and are recorded as 

accepted by way of specific resolution in the 

minutes 

 

 Implemented  
Council meeting  
23 November 
2017 
Minute C17/077 
 

The Council now makes the majority of 

payments by BACS. 

It is my opinion that the current process for 

authorising BACs is not compliant with financial 

regulations and should therefore be reviewed.  

 

Reviewed Council 
meeting 14 
December 2017   
Minute C17/085: 
Council 
considered and 
confirmed its 
satisfaction with 
the existing 
arrangements.  
 

Money coverage is not sufficient at 

£250K. The Council’s cash holding 

regularly exceeds this balance. 

I recommend that the insurer is contacted and 

insurance is increased.   

 

 Actioned 16 
November 2017 
Cover increased 
to £500,000 
 

I note that the council backs up the main 

server on a weekly basis.  This is a little 

time consuming and puts the council at 

risk of losing a week’s data 

I recommend that consideration is given to moving 

ICT backups to a cloud based solution, which 

should be tested on an annual basis.   

 Remains under 

consideration 

pending further 

clarification on 

GDPR issues 

I noted that there were a number of 

overspends against budget lines / 

expenditure on budget lines with no 

budget.   The council is reminded that 

financial regulations to not permit 

expenditure in excess of amounts 

provided in the revenue budget.     

 I therefore recommend that a review of 

expenditure coding and consideration of a request 

for budget virements should be carried out as part 

of each quarterly budgetary control review. 

 Noted at Council 
meeting 14 
December 2017  
Minute C17/085 
 

CCLA deposits Keep a watching brief on maturity dates to ensure 

correct accounting treatment  

 Noted at Council 
meeting 14 
December 2017  
Minute C17/085 
 

 

 

 

 

 

 

 



 

 

Points Forward – Action Plan - Final Audit  
 

At the time of my audit, £39K was held 

in earmarked reserves, with £200K in 

the general reserve  

 

 

I recommend that section 106 monies are 

transferred to a section 106 earmarked reserve.  I 

understand that some of the section 106 monies 

have been spent in the course of 2017-18, and the 

earmarked balance is around £160K at 31.3.18.  

 

I note that the bank statements for the 

2 Nationwide accounts were not those 

for 31 March.  

 

I recommend that these are obtained and checked 

for entries up to 31 March prior to submission of 

the accounts to the external auditors 

 

 


