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Background 

 

Statute requires all town and parish councils to arrange for an independent internal audit examination 

of their accounting records and system of internal control and for the conclusions to be reported each 

year in the Annual Return.  

 

This report sets out the work undertaken in relation to the Internal Audit process for the 2020-21 

financial year; the Interim review which took place on the 4th December 2020 supplemented by the 

Final Update review which took place on the 13th May 2021. 
 

Internal Audit Approach  
 

In commencing our review for the year, we have again had regard to the materiality of transactions 

and their susceptibility to potential mis recording or misrepresentation in the year-end Statement of 

Accounts / Annual Return. Our programme of cover, which has been modified in light of the Covid-

19 directives under which Councils are required to operate, is designed to afford appropriate 

assurance that the Council has appropriate and robust financial systems in place that operate in a 

manner to ensure effective probity of transactions and to afford a reasonable probability of 

identifying any material errors or possible abuse of the Council’s own and the national statutory 

regulatory framework. The programme is also designed to facilitate our completion of the ‘Internal 

Audit Report’ as part of the Council’s Annual Governance and Accountability Return process, which 

requires independent assurance over a number of internal control objectives. 
 

Overall Conclusions 
 

We have followed up the suggestions and formal recommendations made in our FY2019-20 reports 

and acknowledge that the members have noted and considered these in their deliberations and have 

implemented these as appropriate. The Council has continued to make significant business processes 

and performance improvements, even in these challenging times. We have reviewed the Council’s 

modified practices implemented to comply with the Government’s Covid-19 directives, and report 

that, on the basis of the work undertaken to date in the current year, the Council continues to operate 

robust and effective internal controls in all areas examined to date.  Resultantly, only four 

recommendations for improvement have been made as a result of both annual reviews of this audit 

process, and detailed in the main body of this report and the appended Action Plan. 

 

We have noted that the Council has complied, as far as it is possible to do so, the Government’s 

Covid-19 directives as amended from time to time, maintaining a consistently high standard of 

service provision.  The Council has also taken all reasonable steps to ensure the health and safety of 

its Staff, Members, Clients and members of the public utilising the Council’s facilities. All modified 

and exceptional working practices have been formally Reviewed, Resolved and Recorded in the 

Council’s Minutes and its Risk Register and the Council is to be complimented for its management 

processes in this regard. 

   

We commend the Clerk/RFO both for her permanent appointment and her continued professional 

management and administration of the Council’s finance and governance functions, we also commend 

the Members for their strenuous efforts in maintain services and providing assistance for their 

constituents during these challenging times.  Once again, the manner in which the requested electronic 

documents and backup files were presented by Clerk/RFO for audit was exemplary, making this 

remote interim review process relatively straightforward during these unprecedented times. 

 

We ask that members consider the content of this report and acknowledge that the report has been 

formally reviewed and adopted by Council. 
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Detailed Report 
 

Review of Banking, Accounting Arrangements & Bank Reconciliations 
 

Our objective here is to ensure that the accounting records are being maintained accurately and 

currently and that no anomalous entries appear in cashbooks or financial ledgers. 

 

The Council’s accounting records continue to be maintained in Rialtas accounting software, which 

we consider appropriate for the Council’s present and ongoing requirements.  There are two bank 

accounts (current and reserve) in use currently with NatWest bank.  We have noted that the Council 

has obtained Government Procurement Cards, however, these have not been used during the 

financial year.  We have:  

➢ Noted that the Council is in receipt of the External Auditor’s Report & Certificate for the 

2020-21 financial year.  The report was formally Received and Noted by the Council under 

Minute refence 12 of the 21st January 2021 meeting of the Full Council; 

➢ Noted that the Council upgraded to the Rialtas Omega platform in January 2020 and is now 

successfully utilising the Sales Ledger module; 

➢ Noted that an appropriate Nominal Coding structure is in place to identify receipts and 

payments by relevant budgetary analysis with VAT separately identified where applicable; 

➢ Checked and verified four sample months’ transactions (April, June & September 2020, and 

March 2021) from the Rialtas Cash Books to supporting bank statements; 

➢ Checked and agreed the monthly bank reconciliations on the Council’s Current and Reserve 

Accounts for April, June and September 2020, and March 2021; and, 

➢ Noted that members are provided with appropriate monthly detail of all receipts, payments 

and bank reconciliations, which are subjected to proper scrutiny and formal adoption with all 

Resolutions recorded in the Council’s Minutes. 

 

Conclusion  

 

There are no matters arising in this area of our review warranting formal comment or 

recommendation. 

 

Review of Corporate Governance  
 

Our objective here is to ensure that the Council has robust corporate governance documentation and 

processes in place, that Council and Committee meetings are conducted in accordance with the 

adopted Standing Orders and Financial Regulations and that, as far as we are able to reasonably 

ascertain, no actions of a potentially unlawful nature have been or are being considered for 

implementation. We have: 

➢ Noted that the Council has received the Notice of Conclusion of audit for the 2019-20 

financial year; 

➢ Noted the Council’s Covid-19 impact statement; 

➢ Noted that the Clerk/RFO and Members continue to take all reasonable steps to ensure the 

Council’s ongoing compliance with the GDPR legislation; 

➢ Noted that the Council has taken all reasonable steps to comply with the Government’s Covid-

19 directives which have been amended from time to time; 
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➢ Noted that the Council has undertaken its meetings via video conferencing facilities provided 

on the Microsoft Teams platform; 

➢ Noted that the Council appointed a web-developer to redesign the Council’s website ensuring 

it is compliant with current Government directives including Accessibility.  The upgraded 

website is available at https://www.petworth-tc.gov.uk; 

➢ Noted that the Council has successfully applied for grants from Chichester District Council 

and Sussex Community Foundation to fund and provide a help desk support facility to local 

community outreach programmes and partner organisations during the Covid-19 situation; 

➢ Noted that the Council is not currently eligible to adopt the General Power of Competency; 

➢ Reviewed the minutes of the Full Council and its Committee meetings, with the exception of 

the Traffic, Highways & Planning Committee (which is excluded for the purposes of our 

review), for the year to the 31st March 2021 to ensure that no issues affecting the Council’s 

financial stability either in the short, medium or long term exist, also that no legal issues 

appear to exist whereby the Council may either be considering or have taken decisions that 

might result in ultra vires expenditure being incurred;  

➢ Examined the Council’s Financial Regulations noting that these were last reviewed and 

readopted at the Annual Meeting of the Full Council on the 21st May 2020 under Minute 

reference 82/20; and, 

➢ Noted that Standing Orders were last reviewed and readopted at the Annual Meeting of the 

Full Council on the 21st May 2020 under Minute reference 83/20. 

 

Conclusion and recommendations 

 

We have noted that Petworth Town Council has been significantly impacted by the Central 

Government public health directives regarding the Covid-19 virus, which have been amended 

from time to time throughout the financial year.   

 

The Council rose to the challenge of shifting priorities during the 2020-21 financial year and 

worked with the Petworth community to assist, as far as it was possible to do so, in helping people 

to stay safe, at home, during the various public-health lockdowns.  The Council provided a 

helpdesk which provided a valuable support infrastructure to 169 vulnerable residents during the 

“stay at home” lockdowns and worked in concert with a large team of volunteers during this time. 

 

The Council has worked closely with the Petworth Business Association to support local 

businesses, and to assist the town to re-open safely, ensuring that shops adhered to the prevalent 

Government public-health guidelines.  The wide range of modified working practices, which were 

amended to comply with the prevailing Government directives, were implemented at all times in 

compliance with the Council’ Financial Regulations and Standing Orders which have been kept 

in mind at all times. 

 

During the Interim review we noted that formal scrutiny and approval of the Council’s payments 

takes place during each of the Finance & General Purpose Committee.  However, there is no 

mention of the Schedule of Payments that has been approved being attached to the Minutes, nor 

incorporated into the main body of the Minutes as required.  

 

R1. The Schedule of Payments that is scrutinised and approved at each meeting of the Finance & 

General Purpose Committee must, henceforth, be either incorporated into the main body of the 

Minutes of the meeting or attached to the Minutes as an Appendix. Response: Noted and 

implemented.  A Schedule of Payments is included on the Minutes of each F&GP Committee 

meeting. 
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R2. As the Council is not currently eligible to Adopt the General Power of Competence it must 

utilise Statutory Powers.  When Awarding Grant-Aid to applicants the Council must record 

which Statutory Power it has utilised to make the award, keeping in mind at all times that 

Local Government Act 1972 (Amended) s.137 is the Power of last resort. Response: Noted and 

Implemented. 

 

Review of Expenditure 
 

Our aim here is to ensure that: -  

➢ Council resources are released in accordance with the Council’s approved procedures and 

budgets; 

➢ Payments are supported by appropriate documentation, either in the form of an original trade 

invoice or other appropriate form of document confirming the payment as due and/or an 

acknowledgement of receipt, where no other form of invoice is available; 

➢ An official order has been raised for all purchases and service delivery where one would be 

expected; 

➢ All discounts due on goods and services supplied are identified and appropriate action taken 

to secure the discount; 

➢ The correct expense codes have been applied to invoices when processed; and, 

➢ VAT has been appropriately identified and coded to the control account for periodic 

recovery. 

 

We have examined the procedures in place for payment processing, selecting a sample of non-pay 

related payments processed in the year to 31st March 2021 including all those individually in excess 

of £1,000, together with a more random selection of every 20th cashbook transaction irrespective of 

value.  

 

During the Interim Review, 25 payments totalling £48,560 and representing 59% of all non-pay 

related payments was examined.  This sample was extended to 42 payments during the Final Update 

review of the year.  The total sample represented approximately £80,608 and represented 59% of all 

non-pay payments made during the financial year, which was checked and verified with no issues 

pertaining to the invoices or their recording identified.   

 

Due to the remote nature of meetings during the year.  Payments have been approved electronically 

and there is a full chain of evidence to support approval.   

 

Finally, in this area of our review, we have noted that the VAT reclaim for the 2020-21 financial 

year, in the amount of £12,651.55 and verified that this was correctly recorded in the Balance Sheet 

as at the 31st March 2021 

 

Conclusions and recommendations 
 

There was only one matter arising in this area identified during our Interim Review: It is a 

requirement of the Council’s Financial Regulations that each payment document must be 

initialled by two Members after having been validated by the Clerk/RFO.  Due to the irregular and 

remote working regime initiated as a response to the Government’s Covid-19 directives none of the 

Payment Documents which were examined during our review of payments had been initialled by 

Members.  

 

Such authorisation must take place as soon as it is practicably and reasonably possible to do so. 
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We take this opportunity to recommend that the Clerk/RFO should consider acquiring an invoice 

certification stamp (which may be ordered from any stationery supplier). The stamp should be 

applied to each payment document, thereby ensuring that the required information remains 

consistent, and that no information is omitted.  The Stamp should include the detail contained in 

the diagram above, or similar. 
 

 

Petworth Town Council 
Invoice Authorisation 

Date received:  

Validated: 
 

(Clerk/RFO signature) 

Account code: (4115) 

Cost Centre: (110) 

Query: Y/N 

Authorisation 1: 
 

(Authorising Member 
signature) 

Authorisation 2: 
 

(Authorising Member 
signature) 

Payment Ref: BACS12345/Chq 
No/DD/Card 

 

 

R3. All payment documents should be initialled as authorised, as soon as it is possible to do so, 

and in the meantime, each schedule of payments should be printed, and authorised by the Clerk 

and two Members of the Council and forwarded to the Clerk for retention as a scanned 

document.  Response: Noted and to be implemented now that the public health restrictions 

are being relaxed. 

 

R4. The Clerk/RFO should consider acquiring an invoice certification stamp to ensure that all 

required authorisation information is consistently recorded on each payment document. 

Response: Noted and Implemented. There is clear evidence that a certification stamp is now 

in use. 
 

Review of Assessment and Management of Risk 
 

Our aim here is to ensure that the Council has put in place appropriate arrangements to identify all 

potential areas of risk of both a financial and health and safety nature, whilst also ensuring that 

appropriate arrangements exist to monitor and manage those risks identified in order to minimise the 

opportunity for their coming to fruition. 

 

We have noted that the Council’s Risk Register was formally reviewed and Adopted at the Annual 

Meeting of the Town Council on the 21st May 2020 under Minute Reference 81/20. 

 

We have examined the current year’s combined general insurance policy schedule, with cover 

provided under year two of a three-year deal from Axa. The level of cover remains unaltered with 

Employer’s, Product and Public Liability cover stand at £10 million, Hirers Liability at £5 million, 

Officers Liability at £500,000, Data Protection Liability at £250K and Business Interruption cover in 

place at £10,000. 
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Finally, we have again examined the Council’s arrangements for the regular inspection of 

playgrounds and play areas noting that the Council remains responsible for two play areas and now 

has a playground management policy in place which was Approved and Adopted at the Annual 

Meeting of the Full Council on the 21st May under Minute refence 80/20. 

 

Usually, a weekly visual inspection of the playgrounds is undertaken by a contracted “groundsman” 

who does not hold a playground inspectors certificate and still does not return the inspection forms 

regularly to the office. We also note that the Council has retained the services of Wicksteed Ltd to 

conduct comprehensive inspections of the playground biannually.  

 

During the year the playground and recreation areas have been closed for extended periods, due to 

the Government’s Covid-19 directives and only reopened, by the Council, when directives permitted, 

and the Council had developed and implemented appropriate Risk Mitigation practices. 

 

Conclusions  

 

There are no matters arising in this area of our review warranting formal comment and 

recommendation. 
 

Review of Budgetary Control and Reserves 
 

Our objective here is to ensure that the Council has appropriate procedures in place to determine its 

future financial requirements leading to the adoption of an approved budget and formal 

determination of the amount to be precepted on the local District Council; that effective 

arrangements are in place to monitor budgetary performance throughout the financial year and that 

the Council has identified and retains appropriate reserve funds to meet future spending plans.  
 

We note that the Council has, once again, undertaken a robust Budget setting and Precept 

determination process, to establish the 2021-22 financial year requirements, at the Finance & 

General Purpose committee.  This resulted in the Budget and Precept being recommended for 

consideration at the 21st January 2021 meeting of the Full Council, the latter being formally Adopted, 

under Minute number 11 of that meeting, in the amount of £135,263 (£130,380  prior year). 
 

We have examined the Council’s Reserves position as at the 31st March 2021:  The General reserves 

stood at £63,607 (£40,704 prior year) representing approximately four-and-a-half months’ revenue 

expenditure at 2020-21 financial year levels, sitting comfortably within the current Chartered 

Institute of Public Finance and Accountancy (CiPFA) guidance in this area to retain between 3 and 6 

months of reserve at prior-year levels of expenditure.  The council also has £19,091 in Earmarked 

Reserves, set aside for future expenditure. 
 

We note that in common with many Councils in England and Wales, Petworth Town Council has 

seen a significant increase in its General Reserve position.  This is largely due to the delay to 

predicted 2020-21 financial year expenditure which could not take place during the public-health 

lockdowns.  The Council has rolled-forward this expenditure into the 2021-22 financial year budget. 
 

Finally, in this area of our review we have noted that members are provided with periodic budget 

performance detail as part of the detailed monthly financial reporting.  We have reviewed the year-

on-year variance report prepared by the Clerk/RFO for submission with the AGAR and in support of 

the Annual Statement of Accounts with no issues arising. 
 

Conclusion 

 

There are no matters arising in this area of our review warranting formal comment or 

recommendation. 
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Review of Income 
 

In considering the Council’s income streams, we aim to ensure that robust systems are in place to 

ensure the identification of all income due to the Council from its various sources, to ensure that 

income is invoiced (where applicable) in a timely manner and that effective procedures are in place 

to pursue recovery of any outstanding monies due to the Council.  

 

The Council generates revenue other than the income from the Precept from the: 

 

➢ Petworth Pages,  

➢ Allotments 

➢ Farmers Market rents 

➢ The Council’s Christmas Event (when held) 

➢ Contributions towards Civic events, such as the Christmas lights and  

➢ Occasional grants and donations.   

 

We have checked a sample of three months Sales Ledger entries to bank statements as noted earlier 

in this report, and have validated this to the April, June and September 2020 Cashbooks and bank 

statements with no issues arising.  

 

We have examined the Allotments Register during the Final Update review of the year and note that 

there are no outstanding long-term debts as at the 31st March 2021. The Clerk/RFO and one of the 

Councillors are responsible for managing the Council’s debtors, and have pursued the payment of 

aged-debt sensitively during the financial year, in line with current government guidance on debt-

collection during the public-health lockdowns.  A strategy successfully deployed. 

 

We have noted that the various public-health directives led to the cancellation of many of the 

Council’s planned events during the 2020-21 financial year.   

 

➢ The Farmers Market was cancelled in March, April and June of 2020, before recommencing 

in a section of the Main Car Park which enabled visitors to socially distance and remain safe.   

➢ The Council’s well-loved and highly lucrative Christmas Event was also cancelled in 2020. 

 

The Council successfully sought and received grants for financial support from Chichester District 

Council and the Sussex Community Foundation to negate the impact to the Council of the loss of the 

above events.  The hard work and diligence of the Clerk/RFO and Members is to be commended 

here, as the major grants and a number of other Section 106 grants has meant the Council closed the 

year with a significant surplus. 

 

Conclusions 

 

There are no matters arising in this area of our review warranting formal comment or 

recommendation. 

   

Review of Petty Cash and Charge Card Accounts 
 

The Council does not operate a Petty Cash system, nor are there any Credit, Debit or Charge 

Cards in place.   

 

Subsequently, there are no matters arising in this area of our review warranting formal comment 

or recommendation. 
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Review of Staff Salaries  
 

In examining the Council’s payroll function, we aim to confirm that extant legislation is being 

appropriately observed as regards adherence to the Employee Rights Act 1998 and the requirements 

of HM Revenue and Customs (HMRC) in relation to the deduction and payment over of income tax 

and NI contributions, together with meeting the requirements of the Nest pension scheme, as most 

recently further amended with effect from April 2017 in relation to revised salary bandings. 

 

We have examined the payroll procedures in place and the salary payments made to the Clerk/RFO 

during July, August and September 2020: 

➢ Ensured that tax and NI deductions have been computed accurately by reference to the 

relevant HMRC tables;  

➢ Noted that the Clerk was formally appointed to the position of Clerk/RFO, effective from the 

1st April 2020 under Minute reference 1 of the Extraordinary Closed meeting of the Full 

Council on the 16th April 2020; 

➢ The Clerk was issued with a new contract of employment, detailing a non NJC SCP linked 

salary effective from 1st April 2020 under Minute reference 2 of the Extraordinary Closed 

meeting of the Full Council on the 16th April 2020. 

➢ Noted that the Clerk continues to contribute to the Nest Pension Scheme; 

➢ Noted that Tax and National Insurance deductions have also been made in a timely and 

accurate manner; and, 

➢ Ensured that the Council’s monthly salary returns are submitted to HMRC in a timely, 

electronic manner in accord with revised legislation (aka Real Time Initiative). 

 

Conclusions 

 

There are no matters arising in this area of our review warranting formal comment or 

recommendation. 
 

Review of the Fixed Assets Register 
 

The Governance and Accountability Manual requires councils to develop and maintain a register of 

all assets. The Annual Return requires disclosure of the value of assets retained by the Council as at 

31st March, annually, with a revision to the reporting detail issued in 2010 that requires asset values 

to be reported at cost price or, where that value is unknown, the prior year Annual Return value 

updated to reflect the cost of any new acquisitions or deletions / disposal. 

 

We note that the Regulations continue to be met, with robust management process in place and an 

appropriate Fixed Asset Register maintained in a well-designed Excel Spreadsheet.  The Asset 

Register is maintained by the Clerk/RFO and is reviewed by Members prior to the Annual Meeting 

of the Full Council and prior to the year-end close down, ensuring its accuracy. 

 

We are confident that the overall asset values have been correctly reported in Box 9, Section 2 of the 

2020-21 financial year Annual Return, in the amount of £258,204 (£258,204 prior year) in accord 

with the absence of in-year purchases and disposals.   

 

Conclusions 

 

There are no matters arising in this area of our review warranting formal Comment or 

recommendation. 
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Review of Investments and Loans 

 

Our objectives here are to ensure that the Council is “investing” surplus funds, be they held 

temporarily or on a longer term basis in appropriate banking and investment institutions, that an 

appropriate investment policy is in place and that the Council is obtaining the best rate of return on 

any such investments made and that interest earned is brought to account correctly and appropriately 

in the accounting records. However, we note that the Council currently holds no investments 

requiring separate disclosure. 

 

We have checked and agreed the both half-yearly instalment repayment for the Council’s two UK 

Debt Management Office (previously known as the Public Works Loans Board) loans from their 

third party loan demand notice to the cashbook and corresponding bank statement.  We have also 

checked and verified the ‘Total Borrowings’ amount declared in box 10 of the statement of accounts 

in Section 2 of the 2020-21 Annual Return. 

 

Finally, in this area of our review we note that the Council has developed a detailed Investment 

Strategy which is reviewed Annually. 

 

Conclusions 

 

There are no matters arising in this area of our review warranting formal comment or 

recommendation. 

 

Statement of Accounts and Annual Governance & Accountability 

Return 
 

The Council’s annual Statement of Accounts have, as in previous years, been prepared from the 

Rialtas accounting software, together with detailed supplementary supporting notes. We have 

checked and agreed, by reference to the accounting system’s closing Trial Balance and other relevant 

documents, the content of the Statement of Accounts and the supporting notes, detail of which is 

transferred to Section 2 of the Annual Return.  

 

We have also reviewed the process for identifying and verified the accuracy of year-end debtors and 

creditors, as disclosed in the Balance Sheet to appropriate supporting documents. 

 

Conclusions 

 

On the basis of our detailed programme of work undertaken during the course of the year on the 

Council’s systems of financial control and satisfactory conclusions drawn from our examination 

of the content of the detailed Statement of Accounts and the summarized detail set out in Section 2 

of the Annual Governance & Accountability Return, we have duly “signed off” the Internal Audit 

Certificate assigning positive assurances in each relevant category. 

 

Finally, we take this opportunity to remind the Town Clerk/RFO of the requirements in relation to 

the documentation that should be displayed on the Council’s website, together with the need to 

ensure compliance with the timing requirements for publication of the Notice of Public Rights to 

examine the Council’s documentation for the financial year. 
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Rec. 

No. 

Recommendation Response 

Review of Corporate Governance  

R1 The Schedule of Payments that is scrutinised and approved at each meeting of the Finance & 

General Purpose Committee must, henceforth, be incorporated either into the main body of 

the Minutes of the meeting or attached to the Minutes as an Appendix. 

 

Response: Noted and implemented.  A Schedule of Payments is 

included on the Minutes of each F&GP Committee meeting. 

 

R2 As the Council is not currently eligible to Adopt the General Power of Competence it must 

utilise Statutory Powers.  When Awarding Grant-Aid to applicants the Council must record 

which Statutory Power it has utilised to make the award, keeping in mind at all times that 

Local Government Act 1972 (Amended) s.137 is the Power of last resort. 

 

Response: Noted and Implemented. 

Review of Expenditure  

R3 All payment documents should be initialled as authorised, as soon as it is possible to do so, 

and in the meantime, each schedule of payments should be printed, and authorised by the 

Clerk and two Members of the Council and forwarded to the Clerk for retention as a scanned 

document. 

 

Response: Response: Noted and to be implemented now that the 

public health restrictions are being relaxed. 

R4 The Clerk/RFO should consider acquiring an invoice certification stamp to ensure that all 

required authorisation information is consistently recorded on each payment document. 

 

Response: Noted and Implemented. There is clear evidence that a 

certification stamp is now in use. 

 


