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INTRODUCTION: 
Internal auditing is an independent, objective assurance activity designed to improve an organisation’s 
operations. It helps an organisation accomplish its objectives by bringing a systematic, disciplined 
approach to evaluate and improve the effectiveness of risk management, control and governance 
processes.  

SCOPE: 
The scope of the audit covers, as a minimum, the areas included in the Internal Audit Report 
contained in the Annual Governance & Accountability Return and the Transparency Code. 

Areas not covered at the interim stage are included in this report as is any re-testing of areas already 
covered.  

APPROACH: 
Audit work is carried out in line with the Chartered Institute of Public Finance and Accountancy’s 
Internal Audit Standards and guidance issued by the National Association of Local Councils. 

Where applicable we have included reference to ‘proper practice’ and the associated guidance as laid 
out in ‘Governance & Accountability for Smaller Authorities in England’ which is applicable to financial 
years from 1st April 2019. 

 Selective testing was carried out and the relevant policies, procedures and controls were reviewed. 
Visits were made to the Council’s offices on 12th December2019 and 3rd March 2020; final audit work 
was carried out remotely due to the corona virus pandemic. 

GENERAL COMMENTS: 
We would like to thank the staff for their assistance and co-operation during the audit. 

The matters raised in this report are only those which came to our attention during our internal audit 
work and are not necessarily a comprehensive statement of all the weaknesses that exist, or of all the 
improvements that may be required. 

In giving our internal audit opinion, it should be noted that assurance can never be absolute. The most 
that the internal audit service can provide is a reasonable assurance that there are no major 
weaknesses in risk management, governance and control processes. The audit does not guarantee 
that the accounting records are free from fraud or error. 

 The review undertaken obtained a level of assurance which has allowed us to complete the Internal 
Audit Report element of the Annual Governance & Accountability Return with no qualifications, thus 
in all significant respects, the control objectives were being achieved throughout the financial year 
to a standard adequate to meet the needs of the Council. 

Also attached is a copy of the completed Internal Audit Report required as part of the Annual 
Governance & Accountability Return.  

 
 
 
 
 
 
 
 



 

 
 

AUDIT COMMENTARY: 
Items in bold text within the body of the report represent our findings in respect of the application 
of controls, text in italics represent suggested actions and may not necessarily pertain to the 
application of internal controls. 
 

Previous Recommendations 
The position in respect of previous recommendations is set out in the attached Internal 
Audit Response Record. 

Accounting Records 
Accounting records have been properly maintained throughout the year. 

Payments 
Grants: 
A sample of grant payments made were checked to applications and Member approvals 
and found to be in order. 

Payments: 
Further testing revealed no issues to report. 

Risk 
Risk Assessment: 
The Council reviewed its risk management arrangements in January 2020. 

The Coronavirus pandemic has had significant impacts on local councils not only in terms of 
the way that work is carried out but for some there will be significant losses of income and 
potentially increased costs. The Council’s experience should be reflected in its risk 
management arrangements and continuity planning as well as any financial impact being 
included in its budget management processes and reserves policies. 

In addition it is suggested that a formal appraisal of the impact of the pandemic, including 
(the unlikely) possibility that there is an impact on the 2019/20 accounts, is carried out as 
part of the Councils approval of the Annual Governance Statement, specifically Assertion 8 

Insurance: 
The Fidelity Guarantee is no longer adequate given the precept levied for 2020/21. 
It is generally accepted that the Fidelity Guarantee should equate to at least the sum of cash 
balances held plus half of the precept and council tax support grant. This calculation is used 
to estimate the highest level of cash held at any one time. To ensure that the Fidelity 
Guarantee covers the ‘maximum’ exposure to cash losses it is recommended that: 
Recommendation 1  
The Fidelity Guarantee should be increased. 

Cash: 
An Investment Strategy is yet to be agreed, this is a requirement and should be done as 
soon as is practicable. 

Budgets 
Budget 2020/21: 
The 2020/21 budget and precept were derived following the production of detailed 
estimates and the precept was approved by Full Council in February 2020. 
The Minute did not specify the amount of the precept or formally approve the budget. 



 

 
 

As previously reported it is a legal requirement that the precept be approved following the 
production of a budget and whilst this was clearly done, for the avoidance of doubt, a formal 
approval of the budget prior to agreeing the precept should be Minuted in future. 

A reserves policy was agreed at the January 2020 Resource Committee meeting. 

Budget Monitoring: 
Budget monitoring activity has occurred regularly throughout the year. 

Adequacy of Reserves: 
After allowing for earmarked reserves of £485,273, the general reserve stands at £179,405 
equating to 29% of gross expenditure in 2019/20.  Within generally accepted parameters. 

Income 
Interest: 
Investment income has been accurately recorded in the ledger. 

Allotments: 
Allotment income is managed by a ‘master list’ spreadsheet and invoices are sent annually. 
Income received is promptly banked. 

VAT: 
VAT claims for the year have been submitted and the accounts reflect the outstanding 
claim at the year-end 

Petty Cash 
Petty cash is operated on an imprest basis and is well controlled. It is regularly reconciled 
and is reviewed by Members as part of their internal control checks. 

Payroll 
At the time of testing there had been no changes to either staff numbers or pay and 
conditions other than one annual incremental award that had been accurately 
implemented. 

Assets. 
The asset register has been kept up to date and agrees with figures disclosed in the 
accounting statements. 

Bank Reconciliations 
Monthly bank reconciliations have been performed in a timely manner and reviewed in 
accordance with Financial Regulations. 

The year-end bank reconciliation was found to be accurate and there were no balancing 
entries or old un-presented payments. 

Accounting Statements 
The accounts were prepared on an income and expenditure basis and were in accord with 
underlying records. 

 



INTERNAL AUDIT REPORT RESPONSE RECORD – HAYLE TOWN COUNCIL 

 

 

 

 

 

 

 

 

 

 

 

 

  

No Recommendation Management Response Timescale/ 
Responsibility 

Follow Up 
(for auditor use) 

YEAR END REPORT 2019/20 

1 The Fidelity Guarantee should be increased.    

 REPORT 2017/18 

3 Procedure manuals are produced for all key areas in sufficient 
detail to allow a temporary or new member of staff to 
undertake the function with minimal disruption. 

Agreed. This became apparent 
during the last 12-18 months due 
to changes to and new personnel. 
It will be time consuming but 
essential. Realistic/achievable 
timescale set. Financial 
procedures a priority. 

April 2020.  
 
 
 
 
TC/entire 
team 

Test 2019/20 – 
good progress 
being made – 
keep under 
review, 

4 The minimum and maximum level of free reserves required 
should be considered as part of the budget setting process and 
a policy adopted. The requirement, or not, for a contingency 
sum should also form part of the budget discussions. 

 
A draft a policy will be presented 
to the next Resource Committee 
meeting (October 2018) for 
consideration, after the clerk has 
taken advice about recommended 
levels. 

Autumn 2018 
 
 
 
 
 
 

 
Agreed January 
2020 - closed  

7 The requirements of the Code are met and the information 
available on the website is increased to meet, at the minimum, 
the areas covered by the Model Publication Scheme. 

This is an oversight as a result of 
transferring data from our old 
website to the new, which went 
live during Spring 2017. This 
recommendation will be 
implemented as soon as is 
practicable. 

ASAP. 
Publication 
Scheme to be 
reviewed and 
re-adopted at 
Resource 
Committee, 
October 18 

Now in place - 
closed 
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