
Bembridge Parish Council  

Mid Year Internal Audit Report 2015/16 

Internal Auditor: Sue Chilton 

This report sets out my midyear findings on the key financial controls applied by Bembridge Parish 

Council  

Key Controls 

1, 2 & 3  The Council’s cash book was found to be regularly maintained and up to date and 

balanced on a monthly basis. Each month’s payments and receipts records, from April to October, 

were checked for accuracy and only one minor error was found in the receipt list for June. This was 

subsequently corrected.  Apart from that, monthly bank reconciliations were found to be 

arithmetically correct and accurately balanced. However, the list of unpresented cheques and 

receipts was not attached to the bank reconciliations from July onwards.  

4, 5 & 6  Petty Cash is recorded in the monthly payments list and so an audit trail is 

maintained. The council holds a £100 for petty cash use and this is replenished as and when 

required. Petty cash is reconciled regularly. 

7  Financial regulations and Standing Orders were formally adopted on 19/5/15 by Full 

Council; Minute Numbers 86/15/02 and 86/15/03. Both of these documents are reviewed annually 

by both Finance and Staffing Committee and by Full Council.  

8  As the Council are aware the Parish Clerk undertakes the role and responsibilities of 

the Council’s Responsible Financial Officer (RFO). The duties listed in the job description are clearly 

defined and are in accordance with the requirements of the Accounts and Audit Regulations for 

Local Councils.  

9 As reported in the end of year audit the policies and procedures applied for the 

purchase of items above a “de minimis” sum are strictly in line with the Council’s Financial 

Regulations. Tenders and quotations are evaluated by the Finance and Staffing Committee and 

awarded by Full Council. 

 

10  An inspection of the minutes showed that all payments are presented monthly to 

Full Council for approval and are formally minuted. I have undertaken random checks on cheque 

payments made over the last 6 months which showed they were correctly supported by invoices and 

receipts.  

 

11  VAT is recorded separately in the cash book. Records show that VAT is reclaimed 

quarterly. 

12  Bembridge Parish Council has the General Power of Competence and therefore no 

payments are made under Section 137. 

13 & 14  A random check of the minutes did not show any unusual financial activity or any 

other unusual activity.  



15  The Council ensures its insurance cover is adequate and appropriate by undertaking 

an annual review of assets together with an insurance valuation undertaken every 3 years by 

Hiscocks Insurers; whose report is assessed by the Finance and Staffing Committee and appropriate 

recommendations made to Full Council.  

16  Annual risk assessments, which include all of the Council’s assets, are undertaken by 

the Parish Clerk/RFO. A report is made to the Finance & Staffing Committee and any actions 

recommended are formally agreed at Full Council. 

17  All internal financial controls are reviewed by the Finance & Staffing Committee at 

least annually, but will be reviewed more often if necessary at their monthly meetings. As stated in 

my last report, financial information presented to the Finance & Staffing Committee includes budget 

reports and draft budget narration to enable a greater understanding of variances and budgetary 

requirements. Minutes show that regular reports are then taken to Full Council to ensure that all 

Councillors are kept fully informed of the status of the budget at all times.  

18  As stated in my last report, an extraordinary meeting of the Full Council is arranged 

in December to consider the draft budget for the following year. Upon adoption of the budget the 

precept is set accordingly, fully supported by the approved budget.   

19  Actual expenditure against budgeted expenditure reports are provided to Finance & 

Staffing Committee monthly and to Full Council on a monthly basis. Any variances are fully explained 

by the RFO/Clerk enabling Councillors to raise any queries.  

20  There were found to be no significant unexplained variances from the budget. 

Virements deemed are considered by the Finance & Staffing Committee prior to Full Council. Full 

Council are required to approve variances/virements. A variance report is prepared annually by the 

Parish Clerk/RFO and forms the basis of any proposed changes to the coming years draft budget.  

21  All income is listed in the Receipts list and banked promptly. 

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. Cash is banked promptly. 

24  Petty cash transactions are recorded with invoices and receipts showing VAT 

amounts attached.  

25  The minutes show that 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 strictly controlled and limited to a maximum £100.  

27  Checks throughout the past 6 months show that salaries are arithmetically correct 

and paid in accordance with agreed figures. The RFO/Clerk uses HMRC payments software to 

calculate tax and national insurance deductions due from each employee. A random check of the 



minutes demonstrates that all monthly salary payments are included on the monthly payment list 

for consideration and approval by Full Council. 

28  As stated at 27above, HMRC payroll  software calculates the amount of national 

insurance and tax to be deducted from employees, the total of which is payable to HMRC.  Each 

salary payment is supported by a payslip showing gross salary and deductions for National Insurance 

and tax. Random checks showed that the Council’s PAYE and National Insurance obligations to 

HMRC are being met promptly. 

29  The only other payments, in addition to salary, made to the Clerk/RFO are 

occasional mileage expenses made for journeys outside of her usual work requirements, such as 

attending training courses or meetings on behalf of the Council. They are reasonable and 

appropriate and are approved by the Council.  

30  As stated in my last report the Council keeps an Asset Register which is reviewed 

annually by the Parish Clerk/RFO and the Finance and Staffing Committee. Any new items are valued 

and added to the register. The register lists: date purchased, description of asset and its current 

value. The annual budget includes amounts for maintenance of assets, together with a sinking fund 

to replace major maintenance items such as roof replacement.  

31  The Council’s Asset Register list those assets owned by the Council as at 31/3/15. 

Valuations of assets have been assessed using criteria recommended by the Council Audit Section of 

BDO, this was last undertaken on 14/7/2015.  

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

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

are checked by the Chairman of the Council. Reconciliations form part of the monthly financial 

statements presented to both the Staffing & Finance Committee and the Full Council. Random 

checks of the minutes demonstrate that reconciliations are considered and approved by Full Council.  

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

accounts. 

35  The midyear internal audit is not required to inspect the annual return.  

36  Please see 35 above. 

37  As stated in my last report the Parish Council do not use a separate petty cash 

account book. Instead petty cash is included in the receipts/payments list which the Council consider 

on a monthly basis. 

38  Debtors and creditors are recorded by means of invoices/receipts. 

39  Random checks were undertaken for each of the last 6 months accounts to ensure 

that an audit trail could be followed. All checks undertaken evidenced a proven audit trail from 

source to accounts. 

 



Comments 

1 The Council’s Financial Regulations need to include a “de minimis” level for capital receipts. I 

have included some sample text for this purpose that the Council may wish to include and adopt. 

The word must means that there is a specific legal or regulatory requirement affecting local councils. 

“Must” is a requirement that is essential and auditors will report compliance failures. 

Sample Text 

“The Council must only use receipts from the sale of its fixed assets (capital receipts) in excess of a 

*de minimis value for specified purposes. The main purposes allowed are the repayment of external 

debt and the financing of capital expenditure.  

* £10,000 (Governance and Accountability for Local Councils March 2014) 

2 It was noted that since July the list of unpresented cheques and receipts has not been 

attached to the monthly bank reconciliation. This is necessary to ensure the monthly bank 

reconciliation is fully supported by fully comprehensive financial data.  (Please see 1, 2 and 3 in the 

main report) 

3 Reconciliation of accounts is undertaken monthly by the RFO\Clerk and, as part of the 

Council’s internal controls, the Chairman of the Council checks all payments and receipts and the 

monthly reconciliation of accounts. This level of commitment by the Chairman is to be commended. 

However, in the interests of continuity and increasing financial knowledge, perhaps members of the 

Finance & Staffing Committee should be given the opportunity to undertake this responsibility 

occasionally. 

4 As the Council has been so successful with its applications for grants it might wish to 

consider listing each grant under a separate heading in the cashbook to enable each grants current 

status to be easily extracted by the Clerk/RFO for reporting purposes. 

In summary I am happy to report that my tests of Bembridge Parish Council’s key financial controls 

and procedures were found to be entirely adequate and satisfactory.  The Council can be assured 

that, at the time of this audit, it is fulfilling its responsibilities efficiently and appropriately in all 

aspects of its financial control and management.  


