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Studley Parish Council  

Internal Auditors assessment for the completion of the AGAR Part 3 – Financial Year 2021-22 

1. Introduction 

I have concluded the Council’s annual internal audit.  I am therefore able to complete the Annual Internal Audit Report 2021/22 which forms part of the 

Annual Governance and Accountability Return (AGAR).  

My internal audit considers the evidence available to assess and ensure the Council has effective governance arrangements in place for the areas examined.  

In examining the governance arrangements focus has been placed on compliance with the Council’s key governance ‘rules’, its management of risk and its 

financial controls.  Consideration is given to the size and scope of activities undertaken by the Council. 

The internal audit is not designed to identify all weaknesses in the Parish Council’s systems but, it is a sample examination of systems and of testing those 

systems.  Where weaknesses are identified during the internal audit process, which impact on governance and control, or system enhancement 

opportunities are identified, recommendations are made.    

The responsibility for the prevention and detection of fraud, error and non-compliance with the law or regulations rests with the Council. The internal audit 

should not be relied upon to disclose all material misstatements or frauds, errors or instances of non-compliance as may exist. 

2.  Summary 

In the section below I have recorded my AGAR responses and offered some comments by way of explanation for these.  Members need to be mindful that 

this assessment is for governance and control during 2021/22 to the time of the audit review.   

During the internal audit review three significant control issues or non-compliances have been identified; therefore, I can give a positive response to 

each of the areas covered by the AGAR (internal auditors section), that apply to the Parish Council with the exception of sections C (risk management), H 

(asset management) and O (Charity Sole Trustee).  In a number of areas, the assessment from 2020-21 has moved from ‘No’ to ‘Yes’ showing a positive 

direction of travel.  There are a number of improvement opportunities to enhance control or processes and six recommendations have been made for 

the Council to consider; there are also previous year recommendations to progress and conclude (see Appendix A).     
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3. Internal Audit Assessment 

The table below follows the format of the AGAR, for each section questions have been answered with supporting evidence provided which has been 

examined and assessed.   

AGAR Internal Control Objective, Internal Audit assessment and related comments Yes /No 

A. Appropriate accounting records have been properly kept throughout the financial year. Yes 

The Council uses RBS Rialtas software to maintain its accounting records.  The Council has put in place effective procedures to accurately 

and promptly record all financial transactions, it has maintained up to date accounting records throughout the year, together with all 

necessary supporting information.  Invoices, payment requests or other supporting evidence is held to provide an effective transaction 

audit trail. 

The cashbook at the time of the annual audit was up to date, the financial position, payments and receipts are reported to the Council 

monthly, payments are approved, and all are recorded in the minutes.  An effective overall financial internal control environment 

operates. 

 

B. This authority complied with its financial regulations, payments were supported by invoices, all expenditure was approved VAT was 

appropriately accounted for. 

Yes 

The Financial Regulations operating in the year were those reviewed by the Finance Committee in July 2021 being ratified by Full Council 

in August 2021, the current Financial Regulations and are based on the Nalc model.   

The book-keeping arrangements have been reviewed.  Receipts and payments are accurately recorded and all payments are listed, 

presented to Members, and are approved.  Statutory payments, VAT, Tax, and NI have been identified, recorded and processed. 

The financial records are supported by source financial records and these are well structured and ordered within the software systems.  At 

present the payment supporting records are filed in supplier alphabetical order.  The finance system is transaction number based with a 

search faciality that allows the identification of each payment by several sources - supplier, order, invoice reference value, etc.    As the 

primary reference is transaction number then filing documents based on this number would be more appropriate, efficient and effective.     
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AGAR Internal Control Objective, Internal Audit assessment and related comments Yes /No 

Audit testing of a number of payment transactions found no matters that need to be raised.  There are effective links and controls 

between the order of goods, works and services and the payment, with transaction being properly and promptly recorded in the 

cashbook.  The payments have been properly approved and VAT has been appropriately accounted for.  As part of the testing process a 

brief review was undertaken the grounds maintenance contract letting process as these contracts are due to be re-tendered 2022-23 and 

further process and control suggestions have been offered.      

Direct Debit (recurring payments) were reviewed and approved at the July 2021 meeting when these were transferred from HSBC to Unity 

Trust Bank.  The change of bank account has offered the opportunity for the Clerk to schedule payments online, for authorisation online 

by two from four Members.  The online authorisation by Members being in accordance with the payments schedule approved by Full 

Council.  Effective management and control over the Council’s bank accounts is present.   

C. This authority assessed the significant risks to achieving its objectives and reviewed the adequacy of arrangements to manage these. No 

The Council is developing its risk management arrangements, it has a Risk Management Policy, along with two Risk Registers, one covering 

finance and one for assets and other liabilities.   However, there are two key strategic areas and one operational activity where further 

improvement is needed; 

• The Council does not have a strategic forward-looking plan showing its aims and objectives (and future budget projections) and it 

has therefore not considered the risks to delivering what the Council wishes to achieve in the next few years.  The identification of 

risk and the effective management of them should help the delivery of the Councils aims and objectives.  

• The Council does not show that it considers the risks when making significant decision, for example comprehensive reports 

(business cases) detailing the risks, the method of managing these and therefore the opportunities that may arise when making 

significant decisions.    

• The Council has yet to complete the review of its assets, leases and associated risks and liabilities.  This forms part of the agreed 

action plan from the 2020-21 internal audit review (see Appendix A), the action, although being progressed, remains outstanding 

and therefore should be seen as a significant risk to the Council.  In addition, the Council needs to investigate its role and risks 

associated with the two charities it is linked with (see section O below).  

Recommendation 1 
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AGAR Internal Control Objective, Internal Audit assessment and related comments Yes /No 

The Council should develop is future planning process and in doing so further enhance its risk management arrangements to ensure it is 

a proactive process supporting the delivery of the Councils aims and objectives, to inform and support significant decision making, and 

to aid the effective management of a number of asset-based risks. 

Note - AGAR Assertion 5 says ‘1.31 Identifying and assessing risks — The authority needs to identify, assess and record risks associated 

with actions and decisions it has taken or considered taking during the year that could have financial or reputational consequences’. 

As part of its actions to mitigate ‘day to day’ financial and operational risk the Council undertakes for example, internal control checks and 

periodic physical asset inspections.  Where the Council engages contractors to undertake works insurance checks are made.   

The Councils insurance policy covers the areas expected for a Parish Council, however there are variances between the Asset Register 

value for insured items and the insurance schedule.  The Asset Register should show the insured value which should reconcile to the 

insurance schedule.  This should be reviewed (see section H below).   

IT arrangements and controls to mitigate IT related risk has been discussed, the Council has engaged an external IT company to provided 

IT support, and uses Cloud services to secure its systems and records. 

D. The precept or rates requirement resulted from an adequate budgetary process; progress against the budget was regularly 

monitored; and reserves were appropriate. 

Yes 

The budget covers all of the Councils activities, income sources and expenditure, and these are included in all budget monitoring reports.  

An effective budget setting process operates that identifies the funding need based on services and commitments.  The precept has been 

set in accordance with the agreed and approved budget requirement.  The budget for 2022-23 was initially considered by the Finance 

Committee, then reviewed and approved by the Full Council.   

The budget summary is presented and reviewed at each Council meeting.    

The Council’s reserves are appropriate for the Council (based on its expenditure levels) there are earmarked reserves set aside for specific 

projects.  The Councils reserves are considered and agreed by Full Council.   

 

E. Expected income was fully received, based on correct prices, properly recorded and promptly banked; and VAT was appropriately 

accounted for. 

Yes 
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AGAR Internal Control Objective, Internal Audit assessment and related comments Yes /No 

The Council receives income beyond the precept, from a number of sources; a cemetery, allotments, property rental / leases and grants.   

A number of receipts were tested and the sums due were received, banked and recorded in the cashbook.    

A key control is Members assurance that all income due is invoiced and collected, the budget to actual report provides the overview.  

VAT is not been charged on any income sources.   

 

F. Petty cash payments were properly supported by receipts, all petty cash expenditure was approved and VAT appropriately 

accounted for. 

Not Covered 

(no Petty 

Cash) 

The Council no longer holds a petty cash float.  In February 2022 the Council approved the application for a bank debit card for the Parish 

Clerk to be used for minor purchases, internal control arrangements are being developed to verify and control payments made on this 

card.  The process for controlling and verifying payments made using the debit card should be no less than those for other payments. 

 

G. Salaries to employees and allowances to members were paid in accordance with this authority’s approvals, and PAYE and NI 

requirements were properly applied. 

Yes 

The salary payable to the Parish Clerk and staff have been agreed by Members and are in line with budget provision.  Salary calculations 

include relevant employment related deductions and these are paid along with employer liabilities.   

 

H. Asset and investments registers were complete and accurate and properly maintained. No 

The Council has a very basic Asset Register that is used to list the value of its assets, this is currently incomplete, with unknown reasoning 

for some of the values listed; the structure of the register does not follow the best practice format.  In last years internal audit report the 

asset register was under review and it was recognised this would be a significant task, as a result the review continues.  In the 2020-21 

AGAR the Council started it had assets to the value of £676,240 and this will be the base for the 2022-23 AGAR figure, but may not be 

accurate.   

Recommendation 2  
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AGAR Internal Control Objective, Internal Audit assessment and related comments Yes /No 

There are a number of significant uncertainties in respect of the Council assets and the value of these.  This uncertainty should, through a 

Council agreed statement, be drawn to the attention of the external auditor.  This statement should include the issues, risks, and actions 

being taken, and the date by which the Council plans to finalise these matters.   

Recommendation 3 

The Council introduce an Asset Management Policy and associated processes to govern and administer for example; acquisitions, 

management, use, values, risks and the disposals of its assets.  The policy and process should cover and ensure current issues and risks 

are addressed and resolved.  Examples of the current asset-based issues are; 

• The structure and content of the asset register should follow best practice (see JPAG guidance).  The format of the register 

should include the information detailed in proper practice guidance, e.g. the inspection requirements, the planned 

maintenance needs which should be linked to budget provision, and the replacement schedule linked to earmarked reserves as 

appropriate. 

• The asset valuation principles should be established and applied. 

• The relationship between the ‘accounting’ value of assets and the insured values should be clarified. 

• The principles and terms for leasing assets or allowing the use of assets by third parties should be clarification - for current 

leases the impacts, risks and liabilities should be established and managed based on legal advice obtained. 

• The principles for how assets are used to create / generate the greatest community values should be established and followed. 

• The relationship between the assets held and maintained by the Council and the role and responsibilities of the Charities linked 

to specific assets should be established and followed (also see section O below). 

• The asset acquisition and disposal principles should be established, applied and process to be followed developed - decisions 

being based on business cases that support recommendations having considered impacts, benefits, risks and opportunities.  

• The guiding principles for the disposal of land should be established and followed to ensure the most advantageous community 

value is gained from the disposal.  

• The conflicting values in the current assets register for land held needs to be reviewed and addressed based on the agreed 

valuation principles. 

• The values in the assets register where the source of the valuation cannot be established needs to be reviewed and addressed. 

• The omission of leased but owned assets from the asset register, like the Village Hall and the Sports and Social Club needs to be 

addressed. 
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AGAR Internal Control Objective, Internal Audit assessment and related comments Yes /No 

• The implication of holding a property as a domestic landlord needs to the identified with the associated risks being 

appropriately managed.   

• The implication of holding a property as a ‘commercial’ landlord needs to the identified with the associated risks being 

appropriately managed.  

• Clarity between the Members role and responsibilities for setting and overseeing asset related policy and process, and the 

Officers ‘day to day’ management and administration function, should be established and agreed. 

• The progress made in respect of asset inspections needs to be further developed to ensure all areas are covered within a 

comprehensive inspection schedule that is agreed, complied with and evidenced.  This should include for example compliance 

with the terms of leases and assurance that actions required to protect and maintain Council assets are undertaken.  

I. Periodic bank account reconciliations were properly carried out. Yes 

The Council receives and notes the bank reconciliation at each meeting.  The bank reconciliation statement from the accounting system is 

presented along with the bank statements that to confirm the accounting statement figures.    

The end of year bank reconciliation has been reviewed. 

 

J. Accounting statements prepared during the year were prepared on the correct accounting basis (receipts and payments or income 

and expenditure), agreed to the cash book, supported by an adequate audit trail from underlying records and where appropriate 

debtors and creditors were properly recorded. 

Yes 

The year-end accounting statements have been prepared on the correct accounting basis (income and expenditure) for 2021-22.  

However, during the year the accounts have been presented on a receipts and payments basis.  It is recognised that the Councils turnover 

levels now require ‘accounting statement be prepared during the year on an income and expenditure basis’, and this will be addressed 

during 2022-23.   The accounting process as reviewed, has provided effective financial reporting and management.  The accounting 

statements tested agree to the cash book and are supported by an adequate audit trail from underlying records.   

 

K. If the authority certified itself as exempt from a limited assurance review in 2020/21, it met the exemption criteria and correctly 

declared itself exempt (If the authority had a limited assurance review of its 2020/21 AGAR tick “not covered”). 

Not Covered 

The Council did not certify itself as exempt from a limited assurance review in 2020/21.    
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AGAR Internal Control Objective, Internal Audit assessment and related comments Yes /No 

L. The authority publishes information on a free to access website/webpage up to date at the time of the internal audit in accordance 

with any relevant transparency code requirements. 

Not Covered 

In 2020-21 this section specifically related to Councils with a turnover not exceeding £25,000.  For 2021-22 the wording has been revised 

to the above, seemingly widening the requirement to consider Parish (and Town) Councils with a turnover greater than £200,000.  The 

Transparency Code 2015 state this group is required to comply with the 2015 Code and the Councils annual turnover is over £200,000.  

However, the external auditor has provided the following guidance; ‘The Transparency Code is only applicable to those smaller authorities 

where the income and expenditure is less than £25,000. There is no upper threshold applicable to smaller authorities falling under the 

limited assurance regime i.e., it is not relevant for those greater than £200,000. This is a point that has been queried and clarified with our 

technical network, which includes the National Audit Office, and was a common incorrect interpretation of the Transparency Code in early 

years. Therefore, the Transparency Code is only mandatory for those with income and expenditure less than £25,000 and where it is above 

£25,000 it would be considered best practice, on which basis a ‘Not covered’ response would be acceptable from our prospective’. Based on 

this advice ‘Not Covered’ is recorded. 

However, although it is not mandatory for the Council to comply with the 2015 Code under the ‘limited assurance regime’ compliance is 

considered best practice.  The JPAG guidance states ‘5.73. Parish and town councils with annual turnover in excess of £200,000 should as 

best practice comply with the Local Government Transparency Code 2015. 

 

Recommendation 4 

The Councils annual turnover exceeds £200,000 and therefore, as it is best practice to comply with the requirements of the Local 

Government Transparency Code 2015, the Council should undertake a self-assessment of the information it publishes and how, against 

the requirements of the Code and respond as appropriate.  

 

M. The authority, during the previous year (2021-22) correctly provided for the exercise of public rights as required by the Accounts and 

Audit Regulations (evidenced by the notice published on the website and/or authority approved minutes confirming the dates set). 

Yes 

Evidence confirms the Council correctly provided for the exercise of public rights as required by the Accounts and Audit Regulations.  

N. The authority has complied with the publication requirements for the 2020/21 AGAR (see AGAR Page 1 Guidance Notes). Yes 
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AGAR Internal Control Objective, Internal Audit assessment and related comments Yes /No 

The Council complied with the 2020-21 publication requirements.  

O. (For local councils only) Trust funds (including charitable) – The council met its responsibilities as a trustee. No 

The Council in 2020-21 advised that it did not have ‘interest’ in any charitable organisation, and confirmed this in its AGAR response.   

However, the Council is the sole trustee of Studley Recreation Ground (a registered charity no 523020) the Charity Commission entry for 

this charity states; Recreation Ground for all forms of leisure and sports activities available and accessible for everyone.  The point of 

contact is the Studley Parish Clerk.  This charity does not own and/or lease land or property. 

There is also a second charity Studley Millennium Green (a registered charity no 1075632) where the Charity Commission entry for this 

charity states; Provision of Public Open Space.  The trustees are shown as Christine Dyer and Gordon Thomas Marshall and the point of 

contact is the Studley Parish Clerk. This charity does not own and/or lease land or property.  This charity started with funds but it is 

understood it has not been ‘active’ for a number of years. 

It is understood that Studley Millennium Green sits within Studley Recreation Ground, with the whole area being maintained by the Parish 

Council with Council assets (play equipment and a skateboard park) being installed by the Parish Council on the land.  It is uncertain if the 

Council has taken decisions and spent funds in areas that is the responsibility of each charity.  The roles and functions, and the 

relationships, between the Council and these charities need to be established and clarified.   

Recommendation 5 

The Council works with the Charity Commission to establish the options for the Studley Recreation Ground charity for which the 

Council is the sole trustee.  Currently as the Council is the sole trustee there are a number of specific requirements placed on the Parish 

Council as detailed in the JAPG guidance (relevant extract below) and these must be complied with. 

5.105. Certain local councils have powers to be appointed as trustee of local, usually charitable, trusts and fulfil this role as either 

custodian or managing trustee. 

5.106. Charitable trusts in England are regulated by the Charity Commission which sets out minimum standards of accounting and audit 

requirements where these are not covered by the Trust Deed. The Charity Commission also requires annual reporting by registered 

charities. 
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AGAR Internal Control Objective, Internal Audit assessment and related comments Yes /No 

5.109. If the authority has disclosed that it is a sole managing trustee it must also complete the associated assertion in the annual 

governance statement. 

5.110. Authorities should ensure that each trust or charity has its own bank account. Only amounts paid and received through that 

account should appear in the accounts of the charity. 

5.111. If, exceptionally, the authority’s bank account is used to receive monies intended for the trust or to pay for any expenditure on 

behalf of a trust (prior to recovery from the trust account), then these transactions, including any irrecoverable VAT, must be included in 

the AGAR of the authority as being its own receipts/income and payments/expenditure during the year and to the extent that they are 

yet to be recovered or paid over reconciled as debtor and creditor amounts. 

5.112. Where, following legal advice, authorities are wholly managing the assets of a charity, a Memorandum of Understanding should 

be in place. 

5.113. Meetings of the authority when it is acting as charity trustee must take place separately from those of the authority acting as the 

authority. Separate minutes must be kept. In order to avoid confusion, trust business should always be minuted separately from 

authority business. Separate notices and agendas for meetings should be issued. 

5.114. Charity VAT is covered by VAT Notice 701 which is entirely separate from Notice 749 for smaller authorities. Advice should be 

sought if there is uncertainty. 

5.115. The value of trust property must not be shown in the authority’s books of account and on the AGAR as authority property. Trust 

assets held by the authority as custodian or managing trustee should, however, be recorded in the authority’s asset register and 

identified there as ‘charity assets held by the authority as trustee’ with their value excluded from the total.   

Recommendation 6 

The Council should work with the Studley Millennium Green charity’s trustees and the Charity Commission to establish the relationship 

between the Council and the Charity, to verify the financial position and to determine future options for the Charity given it has been 

inactive in recent years. 

 

Other Areas 
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Internal Control areas and Internal Audit comments 

Review of the implementation of recommendations from the previous year’s Internal and External Audit Reports 
 

From last internal audit report 

 

The recommendations from the internal audit reports for 2020-21 have been reviewed and confirmation gained that the actions are being progressed, 

with some now being complete.  The most recent update has been provided and is attached at Appendix A, the associated information that links to some 

of the comments in appendix A is shown in Appendix B.  It is suggested that future updates are amended to only show and track the outstanding actions 

with the recommendations from this report being added and tracked to completion.  

 
From last external audit report 
 
The external auditor made no specific recommendations but noted the matters identified by the Council and its planned actions to address these.   
 

Any other governance or financial control issues arising during the internal audit not already referenced above. 
 

None 
 

Any ‘unusual’ matters arising from the review of the minutes of Council and Committee meetings (the approach to risk and control) 
 

None 
 

Any matters referred by the Council or the Clerk for review 
 

None 
 

 

The draft version of this report was discussed and agreed by the Parish Clerk.   

The internal auditor wishes to acknowledge the support and assistance provided by the Parish Clerk during the internal audit review. 
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Duncan Edwards 

Internal Audit undertaken – 22 April 2022 and 25 May 2022 

Duncan Edwards (2021/22 internal audits) 
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Appendix A 

Review of draft Action Plan arising from the Independent Internal Auditor’s (IIA) report 2020/21 

for Studley PC Finance Committee meeting 13/12/2021; reviewed 27/01/2022 

prepared by the Acting Clerk/RFO 
To be read alongside the Internal Auditor’s report for 2020/21 financial year. 

Code: Green tick  = completed. Red = added 21/06/2021 yellow highlight = imminent 

 IIA recommendations SPC proposed response / action to be taken Who Milestone Target date 

1 Recommendation 1 

Recommendation 1 –  
a) The Council must review its governance and 

control arrangements to ensure its systems 
and processes are in accordance with 
Standing Orders (SOs) and Financial 
Regulations (FRs) and operating and reporting 
processes ensure there is compliance with 
these at all times.  
 

b) It is suggested when undertaking the review 
reference is made to the most recent version 
of the guidance issued by the Joint 
Practitioners Advisory Group (JPAG) 
‘Governance and Accountability for Local 
Councils - a Practitioners’ Guide (England)’. 

  
c) It is also suggested that a table is maintained 

to track the actions taken, with milestones, to 
ensure progress is maintained and the 
required outcomes delivered. 
 

 

Response #1 
a) Review of governance and control 

arrangements to include adoption of Internal 
Controls and Risk Management Policy and 
review of: 
- Standing Orders 
- Financial Regulations 
- Members’ Code of Conduct  

+ items listed in recommendation 2 below 
 
 
 
 
 

b) All members of Finance Committee to 
receive hard copy of the JPAG 
‘Practitioners’ Guide’. 
 
 
 

c) This table will be maintained to track actions 
taken. 

Finance 
Committee 
to report 
to full 
council for 
approval 

a) Adoption of Internal 
Controls and Risk 
Management Policy, 
supported by review of 
Standing Orders, 
Financial Regulations. 
Both agreed 332(b) (i) 
17 Aug 2021.  

b) Code of Conduct  
AND progress on 
recommendation 2 
below. The committee 
recommends adoption 
of new LGA model, May 
2022 
 

c) Members have access 
to own paper copy of 
JPAG guide 2021 

 
 

d) Review at every 
meeting of this 
committee 
 

 
30/09/2021 

 
 

 
 
 
 
C of C 
ongoing 
subject to 
principal 
authority 
 
30/06/2021 

 
Annual PC 

meeting 
2022 

 
 
ongoing 
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 IA Recommendation includes action to be taken Who Milestone Target date 

2 
 
 
 
 
 
 
 
 
 
 
2.1 

Recommendation 2 

To aid the implementation of recommendation 1, the following is 
a list of the areas identified during the internal audit review, 
where the Council should implement improved operating 
practices and control process. The findings detailed in the report, 
including the Council’s responses to the internal auditor’s 
questions (see specific responses detailed below and these 
included in Appendix A), should be considered when developing 
and revising systems and control processes.  
• Annual review and adoption of Standing Orders and Financial 
Regulations  
This will be done at next Finance committee meeting 27/07/2021 

 
 
 
 
 
 
 
 
Finance C’ttee to 
review; SPC to 
adopt 
 

 
 
 
 
 
 
 
 
Adoption of up-to-date Standing Orders and 
Financial Regulations minuted. 
 

 
 
 
 
 
 
 
 
31/07/2021 

 
 

2.2 • Process to ensure SOs and FRs are complied with (a Proper 
Officer/RFO and Member joint and collective responsibility)  
 

All members and 
officers 

Clear decision-making and recording process at 
every meeting. 
Appointment of CiLCA qualified clerk 

 

Staffing arrangements have been adapted; CiLCA 
qualified clerk in place working with 2 admin 
officers both training to achieve CiLCA. 

Immediate 
and ongoing 
 
When 
appropriate 

 

2.3 • Review of policies to ensure they are appropriate to the 
Council’s need  
List of all current policies to be provided; committee to review all 
of them over a year, taking 5 at a time. 
 

Finance 
Committee and 
Clerk/officers 

Approval that all policies are relevant  
Appropriate policies are produced during the year 
rather than all at once. New target date of Sept. 
2022 

30/09/2021 
Ongoing 
09/2022 

2.4 • Review of the processes to ensure the adoption and 
compliance with policies  
To check if there are any gaps in policy needs and decide how to 
fill them. The council will adopt a Policy Review Calendar. 

Finance C’ttee to 
recommend; SPC 
to adopt 

Calendar of policy reviews adopted by SPC: clerk has 
yet to prepare. 

30/09/2021 
As above. 
Ongoing 

2.5 • Decision making processes, particularly linked to risk 
considerations 
Members to be mindful of asking the ‘what if…’ question when 
making decisions and check the council has the power to proceed 
with proposed course of action.  

All council at 
every meeting 

a) Clear decisions are recorded in the minutes   
b) Committees working within their Terms of 

Reference   

Immediate 
and ongoing 

2.6 • Procurement processes  Finance C’ttee 
working with RFO 

Clear record of  
- Need for purchase recorded in SPC minutes 

Immediate 
and ongoing 
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Office processes to be reviewed to ensure appropriate procedures 
are in place; members to be aware of the collective responsibility 
for spending any money. 
 
 

and Assistant 
Clerk Admin 
Officers and 
appointment of 
quarterly check 
process. 

- powers/ risk assessment 
- reference to SOs & FRs 
- identify spend thresholds 
- purchase order record 
- goods/service received 
- invoice checked 
- payment approval 

2.7 • Approvals process to procure goods, services, or works, to 
enter into contracts or to incur costs 

Finance 
C’ttee/RFO to 
produce 
Procurement 
Policy for SPC 
adoption 

Adoption of Procurement Policy and adherence to 
process. 
Unless outside the budget, all purchases are 
checked to ensure in line with budget 
expectations thus ‘policy‘ is implied not explicit. 
 

30/09/2021 
Target date 
missed. 
Ongoing 

2.8 • Record management, including the maintenance of 
comprehensive audit trails. Office staff have identified the 

need for a comprehensive record system to record all 
invoices raised and income received. 

RFO and 
Assistant Clerk 
Admin Officers 

Councillors to see clear audit trail at quarterly checks Immediate & 
ongoing 

 IA Recommendation includes action to be taken Who Milestone Target date 

2.9 • Processes and control systems for ordering, evidence of 
delivery of the ordered goods, services or works, payment 
verification and approval 

RFO and 
Assistant Clerk 
Admin Officers 

Councillors to view system at quarterly checks: will 
show Purchase Orders, evidence of delivery, record of 
payment and when approved; template document to 
be used at each visit. 

Immediate & 
ongoing 

2.10 • Payment approval processes and controls to include assurance 
that FRs have been complied with 

Finance c’ttee 
and SPC 

All invoices presented at time of approval. Internal 
controls being monitored and complied with. 

Immediate & 
ongoing 

2.11 • Risk management, including risk registers that are reviewed in 
accordance with the risk to ensure risks are mitigated or 
controlled to the desired levels 

Finance c’ttee  Risk Management Policy adopted by SPC. Production 
of adopted risk registers to comply with RM policy. 
Risk Management Policy agreed; both risk 
assessment sheets reviewed and updated.  

31.10.2021 
Target date 

missed.  
Ongoing & 
Completed  

2.12 • Systems to consider financial and other risks as part of the 
decision-making process 

Finance c’ttee 
with RFO 

Adoption of built-in process to consider risk at all 
times.  

From 
30/09/2021 

2.13 • Budget management including budget setting, reporting, 
monitoring, resulting actions and recording, and where 
appropriate, tracking these. 

Finance c’ttee 
with RFO 

Regular reporting to council. 
Clear annual budget setting process 

Monthly 
From Sept  
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2.14 • Budget structure to include all areas where costs are incurred 
and should be monitored 

Finance c’ttee 
with RFO 

Review of budget headings to show true reflection of 
costs and income. 
Robust budget setting process completed and 
precept identified Dec 2021, min no 417B 

At start of 
next financial 
yr? 

 

2.15 • Ensuring all decisions are taken in accordance with SOs and FRs 
and these are appropriately detailed in the minutes 

Clerk/RFO Minutes show clear record of compliance with 
SO’s/FRs 

Immediate & 
ongoing 

2.16 • Insurance arrangements Finance c’ttee 
with RFO 

All risks identified and where insurable are included on 
insurance policy 
Question about identification of all insurable 
assets. Committee proposes approval at next 
council meeting to seek professional assistance. 

Immediate & 
ongoing AND 
 
15/02/2022 

2.17 • Asset management, register, maintenance and replacement, 
and review and approval by Members. 

 
 Members are undertaking review of all assets January 2022 
by visiting and commenting on condition. To be followed by 
desk-top review to ensure all leases and deeds are in place. 

Finance c’ttee 
with RFO and 
Assistant Clerk 
Admin Officers. 

Revised asset register to comply with proper practices 
showing all assets, and relevant maintenance needs. 
A. Asset Register overhauled to better reflect the 
PC’s responsibilities.  
B. Process has identified actions to ensure 
appropriate management ie recommend 
professional assistance to clarify the council’s 
role re playing field, scout hut, ATC hut, SS&SC, 
village hall, nature reserve etc. 

31/12/2021 
 

A: 
 
B: ongoing 

2.18 • Internal control policy and process and periodic checks  Finance c’ttee 
with RFO and 
Assistant Clerk 

Adoption of Internal Controls (min F046, 21/06/2021) 
Quarterly checks by councillors 

Immediate & 
ongoing 

 

2.19 • Oversight and control of staff payments and other employment 
costs  

Staffing 
Committee 

Record maintained of authorised salary scales and 
monthly pay. 

+ Quarterly 

checks  

2.20 • Income systems, management, reporting and monitoring . 
Office staff have identified the need for a comprehensive 
record system to record all invoices raised and income 
received. 

RFO and 
Assistant Clerk 
Admin Officers. 

Regular reporting to SPC of all monies received via 
budget reports and payment sheets; monitored by 
Finance c’ttee 

Immediate & 
ongoing 

2.21 • Petty cash verification (and future need for petty cash?)   Payment 
signatories: Clerk 
and 2 councillors 
on bank mandate 

Finance c’ttee to consider dis-use of petty cash 
system and use instead of council debit card 
Debit card has been applied for but not yet 
received; use solely restricted to one member of 
staff. 

30/09/2021 
Card applied 

for  

2.22 • Bank reconciliation process Finance c’ttee 
with RFO 

Monthly process signed off by 2 c’llrs Immediate & 
ongoing 
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The bank reconciliation is presented monthly to 
council and recorded in the council minutes. 

 

 IA Recommendation includes action to be taken Who Milestone Target date 

3 Recommendation 3 - The Council undertakes a full review of the 
governance matters raised by the internal auditor’s questions 
(see Appendix A), where the Council has not been able to provide 
comprehensive explanations and evidence or to demonstrate it 
fully understands the Councils responsibilities and liabilities in 
respect of these matters. The review should ensure, going 
forward, sound governance and control arrangements are in 
place and operate for these matters and for future similar 
matters. It is suggested that initially advice is obtained from 
NALC. 

SPC Review completed of governance matters relating to 
Appendix A. 
The review raised more questions. NALC are 
unable to advise. The committee agreed to seek 
professional advice re the council’s role regarding 
all leases and trusts it is involved with. This 
process will involve considerable officers’ time 
and the cost is not included in the budget. The 
committee agreed this is an important project to 
be funded from the general reserve.  
Quotes are to be obtained from sector-
knowledgeable legal advisors.  

Ongoing 

4 Recommendation 4 - In respect of the matters covered in 
Appendix A, the questions raised by the internal auditor (in black 
text) and the responses from the Council (in red text); these be 
drawn to the attention of the external auditor as they should 
form part of the external auditor’s consideration of the Councils 
accounts and AGAR statement. These include 1-6 below: 

SPC Clarity on the council’s powers ie what it can legally 
do, its role and responsibilities for – 

- Sports and Social Club 
- Lease holdings 
- Studley Neighbourhood Plan 
- Studley N Development Order 
- Community support 

For action to be taken, see 3 above. 

31/12/2021 
Will not be 
completed.  
See action 
to be taken 
at 3. 

 1. Payments made by the Council for services supplied to 
another organisation, the Studley Sports and Social Club 
(SS&SC) 

SPC  
Completion of review into procedures and decision-
making processes subject to setting up a separate 
investigatory panel working with outside support via 
NALC or other advisor. 
Council’s acceptance of completed review to be 
minuted. 
Members will have better understanding of the parish 
council’s role in these areas. 
 
Ongoing action, as for 3 above. Additionally, due 
to the ongoing discussion and attempt to 
investigate, the council is identifying lessons 
learned. The office is to work more openly and 

31/12/2021 
Will not be 
completed. 

 
Review has 

been 
completed. 

Actions 
identified 

have no end 
date. 

 2. Payments made by the Council where liability may have 
rested with another organisation, the SS&SC 

SPC 

 3. Loan taken out by the Council from the PWLB (used to 
support the SS&SC) and the repayment arrangements 

SPC 

 4. Loans given by the Council in the year SPC 

 5. The Neighbourhood Development Order (NDO) SPC 

 6. Clarity over the Parish Council’s role and responsibilities as a 
Corporate Trustee of the SS&SC 

SPC 
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transparently, and the councillors are to be more 
confident in seeking answers to questions. 
A new Training Policy for members and staff has 
been adopted 
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Appendix B 

Studley Parish Council 

The following is an extract from a set of questions asked of the Council as part of the internal audit review.  The majority of these arise from the sample 

testing of payments and receipts, and the review of Council minutes.  The questions and responses are detailed in this appendix as it is appropriate for the 

Council to consider them in line with the recommendations made earlier in this report.  The internal auditor’s questions are in black text, the Councils 

response in red text. 

No Internal Audit Questions and the Councils Responses 

1 Payments made by the Council for services supplied to another organisation, the SS&SC 

 In the year the Council made two payments for legal advice (cheque no 963 & 972), initial information provided indicates these payments 
relate to the engagement of a solicitor in respect of an employment matter not relating directly to the Parish Council.  The Council was asked 
to provide a summary of these payments and evidence to; 

• Explain the relationship between the service provider, the Council and the SS&SC to include why the Council was responsible for 

obtaining and paying for these services for a third party organisation,  

• Explain the terms of the engagement for these services, confirming if they were between the service provider and the Council, along 

with the Councils role in considering that advice and for acting on it,  

• Provide a copy of the report / formal advice / comprehensive minutes that show the Council, in respect of this matter, fully 

considered any risks associated with its action to support the SS&SC in this matter,  

• Show FR were followed in terms of the engagement i.e., quotes, budget provision, order, confirmation that services were provided as 

agreed and that the invoice matched both the order and the services provided, 

• Confirm that when approving the payment on the payment schedule the Council gained assurance from the RFO that payment 

complied with the Councils FRs and any relevant policies and control procedures, and 

• Show that, if the Council had a responsibility / liability in respect of the matter, it took actions to ensure it protected its interests 

throughout. 

  

 The Council has advised; when discussed at the Finance Committee meeting on 01/06/2021, members were unable to answer these 
questions. Although they know the reason for the appointment of legal services (relating to redundancy payment to Club employee) they do 
not know why the council was paying for it directly, rather than the club, except for the fact that due to coronavirus restrictions, the club’s 
income had dried up and they asked the council for support. 
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No Internal Audit Questions and the Councils Responses 

As corporate trustee perhaps the council members believe the council has a responsibility for the club’s wellbeing and is duty-bound to assist 
in these matters. However even if that is the case, no member has mentioned the need to have executive oversight of the club’s 
management committee. 
 

2 Payments made by the Council where liability may have rested with another organisation, the SS&SC 

 The Council awarded contracts and made payments to a number of service providers for the repair and refurbishment of the bungalow 
leased to the SS&SC when its ‘tenant’ the steward vacated.  The Council was asked to provide evidence to show this liability fell on the 
Council as the ‘landlord’ and not the SS&SC as the ‘leaseholder’, that the Council had budget for this cost and approved it, and to show the 
advice the Council considered when approving to take on responsibility for a debt due to a third party, including assurance it complied with 
FRs. 
 

 The Council has advised; the members are unable to answer this question which led to other questions about whether the council has power 
to rent out property for accommodation.  The property tie which saw the bungalow used as accommodation for the club steward appears to 
have been broken (and does this therefore mean a change of use and planning issues).  Members appear to have been told what was 
happening and accepted it without question. 
 

 Having entered into an agreement with the SS&SC to part share the refurbishment costs of the bungalow the Council was asked to provide 
the evidence to support the assessment of the risk in respect of the decision to offer repayment instalments and Council approval for this 
action.  
 

 The Council advised; there is no evidence of risk assessments being carried out. It is implied that if the club cannot repay, then the council will 
stand the cost.  There was an amount of £750 in Earmarked Reserves that was used specifically for this purpose. 
 

3 Loan taken out by the Council from the PWLB (used to support the SS&SC) and the repayment arrangements 

 In the sample of payments and receipts, payments are made in respect of a loan the Council obtained from the PWLB.  In respect of the same, 
the Council receives payments from the SS&SC to cover the Councils PWLB loan repayments.  The payments from the SS&SC are in the lease 
schedule (the sports club, facilities and the bungalow). 
The review of receipts showed payments from the SS&SC for January to March were deferred until the end of April (£2,063.58 Part rent Jan-
Mar 20)  and May (£1,108.38 Rental prior year balance).  The Council was asked to provide evidence that the Council approved this deferral. 
The Council provided an excerpt from the SS&SC Trustees meeting held 23/03/2020 which outlines the SS&SC financial position along with 
the variation to the bungalow arrangements.  The Council advised; there was no opportunity for the council to approve the deferral (due to 
temporary abeyance of council meetings). 



 

21 | P a g e  
 

No Internal Audit Questions and the Councils Responses 

 
Payment in accordance with the schedule ceased after July 2020, thereafter the Council reduced the monthly payment it received from the 
SS&SC in respect of ‘rent’ under the terms of its lease.  Information provided indicates that the lease payments directly relate to the PWLB 
loan the Council obtained to purchase a lease entered into by the SS&SC (the loan repayments falling on the Council being reimbursed by the 
SS&SC).  The reduction in the monthly payments from the SS&SC appears to relate to the transfer of the leased bungalow, and the rent 
receipt for it, from the SS&SC to the Council.  
The Council was asked to provide a summary of this arrangement, with evidence; 

• To show the Council considered and approved this arrangement 

• That the implied or actual responsibility for the PWLB loan repayment has formally transferred from the SS&SC to the Council 

 
The Council advised; Members of the Finance Committee meeting were not aware of the arrangements.  The minutes do not show explicit 
agreement on the arrangements. The matter was never referred to the parish council (probably due to covid lockdown) and the next we 
know is the implied assumption that the council has accepted the position outlined at the [SS&SC] Trustees’ meeting 23/03/2020 [which 
covered proposals for, the bungalow management, deferral of payments and the insurance payments]. 
  
In addition the Council was asked to confirm the bungalow actually reverted to the Councils ‘direct ownership’ (as opposed to being part of 
the lease agreement with the SS&SC), and if so the Council had formally ‘written off’ much of the PWLB loan the SS&SC was responsible for 
repaying.  The Council advised; this has not been addressed by the council. Members are aware of the need to look into this. 
 
The monthly loan repayments appear to have been met by receipts from the SS&SC and then in part by the SS&SC and bungalow rent.  
However, these combined receipts have not met the full costs of loan repayments in the year.  The Council was asked to advise how the net 
budget variance was funded.  The Council advised; the net variance is being met by the council’s general fund but that has never been 
explicitly stated and not considered until raised here.   
 

 Note – the purpose for the PWLB loan, as stated in the letter from the Secretary of State (paragraph 1) was ‘for the purchase of a bungalow 
lease for sporting facility purposes…’.  The terms in the letter being, ‘the Council may borrow only for the purpose specified in paragraph 1’.  
Although the use of the loan was for the original terms, the bungalow may now be regarded as a property investment for the generation of 
income, having no ‘sporting facility purpose’.  
  

4 Loans given by the Council in the year 

 Within the year the Council gave loans to the Sports and Social Club (SS&SC) (it is understood to cover part of a staff redundancy payment) 
and to the Village Hall (to cover a cashflow issue) the Council was asked to provide a summary and evidence to include how; 
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No Internal Audit Questions and the Councils Responses 

• These loans were considered and approved by the Council including retrospective approval if the loan was granted under a specific 

delegation.  The Council advised; initially the loan for redundancy cover was not on the agenda for the meeting on 28th October, it 

was discussed in confidential session and agreed (despite not being on the agenda).  

• The terms of the loan were formally agreed in advance of the loan payment being made.  The Council advised; no terms were agreed 

when the council agreed to loan the money. 

• FRs were followed in terms of budget provision and the award of loans, please identify each FR that is applicable and how compliance 

is evidenced.  The Council advised; the council has no policy regarding the making of loans to community bodies. 

• That when approving the payments on the payment schedule the Council gained assurance from the RFO that payment complied 

with the Councils FRs and all relevant policies and control procedures, and relevant and appropriate supporting evidence was 

present.  The Council advised; the council did not seek this assurance.  The matter was flagged up as having been carried out 

incorrectly and was added to the council’s agenda in January/February; only the Chairman seemed concerned about the terms of the 

agreement needing to be formalised and refused to sign the initial proposal as being too informal and weighted on the side of SS&SC. 

The Clerk provided a more formal document with an explanation about who was liable in the event of any default of payment. 

 
The SS&SC identified it did not have adequate funds to cover its liabilities.  The Council was asked to confirm, and demonstrate how, it 
ensured it protected public funds by ensuring that the loans were entered into after the Council gained assurance they could be afforded. 
Evidence to support the assessment of the risk of loan default was requested, along with details of the assessment and agreement to defer 
the commencement of repayments to August 2021.  The Council advised; the council cannot provide this evidence. 
 

5 Neighbourhood Development Order (NDO) 

 A number of the payments in the sample tested related to the NDO, as a result of limited information being available to demonstrate 
compliance with the Councils FRs the following was asked. 
 
The Council has obtained a grant of £49,900 to progress a NDO.  The Council was asked to provide evidence to show that; 

• During the year the Council has managed the use of this grant, 

• There has been full compliance with each of the Standing Orders and FRs that apply, 

• Ensured compliance with the terms of the grant / the requirements of a NDO. 

 

 The Council advised; the members of the Finance Committee could not provide any detail on this and are not aware of the terms of the grant 
that has been received. There has been no meeting of the Neighbourhood Plan group for more than one year. Anything to do with NP or NDO 
is referred to the chairman of the Neighbourhood Plan group who works closely with the project manager / Highbury Design.  It is believed 
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No Internal Audit Questions and the Councils Responses 

Highbury Design were appointed many years ago to act as project manager on this project; none of the members at the Finance Committee 
meeting were aware of that process having taken place – they joined the council and were told how things lay. Now when payments such as 
those relating to the NDO grant are presented for payment, members assume it is in line with the schedule that is overseen by Highbury 
Design and the NP Chairman.  
There is concern about the extent of control exercised by the project manager (Highbury Design) who has been involved as a member of 
the NDO steering committee / chairman of the housing sub-committee. The relationship as a volunteer /contributor to the plan and the 
role as someone who will profit from the plan if it is successful has not been made overt or transparent. 
The plan process has stalled due to covid-restrictions. Currently seeking to appoint a planning consultant (Stansgate Planning) to conclude 
the Neighbourhood Development Plan and Neighbourhood Plan process. 
 

 Note – it is understood that if the grant is not spent by 30/06/2021 it may need to be returned, the Council should clarify the position. 
The use-by date has been extended to 31/03/2022. 
 

6 Clarity over the Parish Councils role and responsibilities as a Corporate Trustee of the SS&SC 

 The Council has a lease between the Council and the Council as a Corporate Trustee of the SS&SC.   The Council was asked to provide 
evidence to show it assessed its risk associated with its Corporate Trustee role and took mitigating action as appropriate.   
 

 The Council advised; there is no evidence of this. Members are generally unaware of what it means to be a corporate trustee and the 
responsibilities of that role. 
As for point 3 above, the council is to seek professional advice on all trust responsibilities, deeds and leases. 
 

 

 

 

 

 


