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This report sets out the findings of the internal audit undertaken for Bembridge Parish Council at year end 

2015/2016. The purpose of the internal audit is to review and report on whether the council’s systems of 

financial and other internal controls over the council’s activities and operating procedures are effective; and, 

where appropriate, to make recommendations for improvement. For ease of reference, recommendations are 

made to each control as appropriate. The key controls tested are those currently set down and adopted by 

Bembridge Parish Council  

Key Controls 

1, 2 & 3  Accounts are kept using a payments and receipts system recorded and maintained on a 

financial software package (SCRIBE). Receipts and Payments are regularly maintained and up to date and are 

balanced on a monthly basis. This process continues to include the input of the Chairman of the Council in the 

monthly reconciliation of accounts.  

It is to be noted that a random check of the monthly accounts identified the following errors: 

a) The payments running total used in the monthly reconciliation was found to be inaccurate on the 

December sheet by £150.54. This was due to the omission of a payment of £150, which had been 

made, appearing on the uncashed cheque list and an arithmetical error of 54p when totalling 3 

payments to the same supplier. The £150.54 was then erroneously brought forward on the following 

months to the end of the year. Both of these errors have now been corrected.   

b) The February 2016 payments and receipts list was not included in the Audit file.  

c) The June 2015 receipts and payments listing omitted to include the Chairman’s signature. 

d) A few inconsistencies were noted on the numbering of remittance advice notes and the receipts 

listing. An example is Number 500433 on the receipts listing is numbered 500432 in the remittance 

advice file.   

Recommendations 

I. It is recommended that the running totals for both payments and receipts summarised in the monthly 

reconciliation report are double checked for accuracy.  

II. A check should be made to ensure remittance advice notes and receipts listings match 

III. All monthly receipts and payments lists are included in the Audit file 

 

4, 5 & 6  Petty Cash is included in the monthly payments list and therefore an audit trail is maintained. 

The council continues to hold a £100 for petty cash use and this is replenished as and when required. Petty 

cash is reconciled as part of the overall monthly reconciliation.  

7  Financial Regulations and Standing Orders are reviewed annually and were last adopted by 

Bembridge Parish Council on 19/5/15, Minute numbers 86/15/02 and 86/15/03.  

8  The Parish Clerk is the Council’s formally appointed Responsible Financial Officer (RFO). The 

duties listed in the job description are in accordance with the requirements of the Accounts and Audit 

Regulations for Local Councils. The clerk ensures that financial procedures set out in the Council’s Financial 

Regulations comply with the recommendations of the Governance and Accountability for Smaller Authorities in 

England document issued by the Joint Practitioners’ Advisory Group (The latest version issued March 2016). 



9 Six quotes were obtained by the Parish Clerk for the cricket wickets and training area contract 

which was covered by the de minimis level regulations and were therefore competitively purchased.  

Revised Financial Regulations (Jan 2016) issued by the National Association of Local Councils state that the 

procedure to be applied for the procurement or award of a contract formerly exceeding £10,000 be increased 

to exceeding £25,000 and similarly, for those of a value less than £10,000 to be increased to less than £25,000.   

The Council’s financial regulations will be adjusted to reflect these recommendations for approval by Full 

Council. 

  

Recommendations 

I. The Council’s current procedure for award of contracts exceeding £10,000 requires the Council to 

“ensure that the financial records and Health and Safety procedures of potential contractors are 

checked and form part of the selection process”. These checks need to be more vigorously applied in 

view of the increased de minimis contract value to £25,000.  

 

10  A random check was made of payments made in the last year.  It was found that payments 

were supported by invoices and receipts. As in the last internal audit report, these payments are checked and 

reconciled by both the Parish Clerk/RFO and the Chair of the Council; who then initialises each months 

transactions. All payments are presented monthly to Full Council and are authorised and formally minuted, 

following which payments are made to suppliers. 

11  All VAT payments are recorded in a separate column of the accounts.  Checks showed that VAT 

is being reclaimed quarterly and all current claims are up to date. 

12  N/A as the Council has the General Power of Competence. 

13  A random check of the minutes did not show any unusual financial activity. It was noted that 

payments exceeding £500 are recorded on a separate list.  

14  A random check of the minutes did not show any other unusual activity. 

15  The Finance and Staffing Committee regularly review insurance cover and in the past year 

changes have been recommended to Full Council to reflect additional responsibilities taken on by the Council.   

16  As reported previously, annual risk assessments, which include all of the Council’s assets, are 

undertaken by the Parish Clerk/RFO who reports back to the Finance & Staffing Committee who, in turn, 

report to Full Council. Any recommendations are formally agreed by Full Council. 

17  All internal financial controls are reviewed by the Finance & Staffing Committee on a regular 

basis. Information provided by the Parish Clerk/RFO includes budget reports and narrative to enable a greater 

understanding of variances and budgetary requirements. Regular reports from the Finance and Staffing 

Committee are then taken to Full Council. This provides an opportunity for all councillors to be kept fully 

informed of the status of the budget and to raise queries and issues should they wish to do so.  

18  The precept is supported by an approved budget, which includes year-end variances. The 

current budget includes adjustments for one-off payments such as retirement gratuities. A comprehensive 

budget proposal briefing is presented to Full Council by the Parish Clerk/RFO at the end of the year; prior to 

final budget setting. Minutes show that Councillors undertake a line by line review of the proposed budget 

prior to adoption. The precept is set accordingly fully supported by the approved budget.   

 



19  Actual expenditure against budgeted expenditure reports are considered monthly by the 

Finance and Staffing Committee who then report any recommendations to Full Council. A full explanation is 

provided for budget variances. This system provides a monthly opportunity for all members of the Council to 

inspect the accounts, be aware of the Council’s financial status and raise any queries with the Parish 

Clerk/RFO. 

20  Variance reports, together with explanatory narrative, are made by the Parish Clerk/RFO to 

the Finance & Staffing Committee, prior to presentation to Full Council. The Full Council are required to 

approve proposed variances/virements. An annual variance report is prepared and presented to Full Council 

by the Parish Clerk/RFO. This information forms the basis of any proposed increases or decreases to individual 

budget cost centres in the coming years proposed budget.  

21  All income is listed on the Receipts list and regularly banked upon receipt. 

22  The precept recorded does agree with the Isle of Wight Council’s notification. 

23  Security controls in respect of cash are adequate and no more than £100 is kept on the 

premises at any one time. 

24  Petty cash transactions are recorded on the Council’s accounting system with invoices and 

receipts showing VAT amounts attached.  

25  Petty cash transactions are listed on the monthly payments list together with cheque 

number/date/designation/supplier. VAT category and net/gross amount are also recorded. 

26  Petty Cash is rigorously controlled and is limited to £100.  

27  Random checks showed that salaries are arithmetically correct and in accordance with agreed 

figures. They are shown on the monthly payment list and are approved by Full Council. 

28  Each salary payment is supported by a payslip showing gross salary and deductions for 

National Insurance and tax. A monthly summary showing each employee’s salary, deductions and amount due 

to HMRC is prepared by the Parish Clerk/RFO. Random checks showed that the amounts paid to HMRC are in 

accordance with these deductions. 

 29  No other payments are made to the Parish Clerk/RFO. 

30  An Asset Register is kept and is reviewed annually by the Parish Clerk/RFO. Any new items are 

added and valued. A budget is established to replace major assets. 

31  The Asset Register is up to date and is reviewed annually by the Finance and Staffing 

Committee.  

32  Insurance valuations are categorised and agree with the Asset Register valuations. Insurance 

valuations are reviewed on a 3 yearly basis and accordingly inform the level of insurance cover required. 

33  Bank reconciliations are undertaken by the Parish Clerk/RFO on a monthly basis and are 

checked by the Chairman. Reconciliations form part of the monthly financial statements presented to the Full 

Council for approval. Random checks of bank reconciliations were made and were found to be correct.  

34  There is no evidence of unusual or unexplained balancing entries in the cash accounts. 

 



35  Year end accounts are prepared on the correct accounting basis and in accordance with the 

requirements set down by the external auditors. Currently the Council is running a Payments and Receipts 

system but has for the past 2 years exceeded the £200k limit for this method of accounting. If the Council 

exceeds this limit for a 3
rd

 year, external auditors will require the Council to operate an income and 

expenditure system.  

Recommendation 

I. The Parish Clerk/RFO and the Council should monitor the anticipated level of expenditure and, if 

appropriate, transfer the accounts to income and expenditure.  

 

36  The Statement of Annual Return, required by the external auditor, has been examined and it is 

confirmed that all entries agree with the payment/receipts cash book and it is arithmetically correct. 

37  Currently the Parish Council do not use a separate petty cash account book. Instead petty cash 

is recorded in the receipts/payments list. 

38  When necessary debtors and creditors are recorded by means of invoices/receipts. 

39  Random checks on invoices and receipts were checked throughout the year against the 

monthly payment and receipt lists. All checks undertaken on both payment and receipts showed a proven 

audit trail from source to accounts. 

 

Summary 

Cheque Payments - In addition to the recommendations made my summary comments on proposed changes 

to payments from cheques to electronic payments. The Council is required to ensure a robust process is 

introduced and adopted which ensures that the Council’s business is conducted in accordance with law, 

regulations and proper practices and that public money is safeguarded and properly accounted for.  

In consultation with the Parish Clerk/RFO, I can confirm, that a draft Financial Regulation has been prepared to 

encompass this change. In essence, it states that a monthly electronic list of payments due will be presented 

to Full Council for consideration and approval and signed off by two councillors.  

If this revision to Financial Regulations is adopted, I recommend that the Council include an additional internal 

audit test to reflect this change which requires the internal auditor to check that the electronic payment lists 

have been scrutinised and approved by Full Council and signed off and dated by 2 councillors, and have been 

formally minuted. 

Leases - The Council should ensure that each of its leases has provision for 3 yearly rent reviews. Checks 

should be undertaken to ensure reviews are undertaken and reported to Full Council.   

The Parish Council’s Financial Responsibility – Random checks of the Full Council minutes confirm that all 

Councillors receive regular financial information and reports from both the Parish Clerk/RFO and the Finance 

and Staffing Committee. This information provides Councillors with an opportunity to be involved in the 

setting of the Council’s annual budget, the monitoring of that budget and the scrutiny of accounts and 

financial policies; thereby fulfilling their responsibilities properly and efficiently in all aspects of financial 

control and management.  

In summary, the end of year internal audit for 2015/16 has verified that the financial controls and procedures 

applied by Bembridge Parish Council are robust and effective.  


