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BATTLE TOWN COUNCIL 

 
Internal Audit Report 2021-22 

 
Introduction 
 
In accordance with the Internal Audit Plan, Controls and Procedures have been tested. The tests were 
to the standards and practices defined in the Governance and Accountability for Smaller Authorities 
2021 and meet the needs of the Council. I confirm that I do not have any role within the Council and 
have carried out my duties without bias. 
 
The audit was completed on 30th May 2022 at the Council office and confirmed that the financial 
management and internal controls are in good order and meet the defined audit requirement. I have 
also recommended changes to the processes of budgeting and reporting of reserve balances which 
while not a requirement for audit is in my opinion good practice. The report below highlights the findings 
of the audit with reference to the Internal Control Objectives and Governance Statements in the Annual 
Return. 

 
Items reported in Audits from 2020-21 
 
Internal Audit –  
 
Documents and Approvals. 

A review of the transparency code for Councils over £200K turnover was recommended. This 
did not appear to have been effective as there are questions in the 2021-22 audit concerning the 
publication of the data required. The move to a new website may have contributed to this. 

 
Budgets. 

Reserves are considered when budgeting but it was not possible to clearly see what the 
opening and closing reserves budgeted were or what the budgeted movements in reserves 
were. 
The Council holds significant reserves and has projects planned with funding from Grants, 
Reserves and Loans. The overall picture of funding and spend is important and should be 
transparent when budgeting. It is recommended that the budgeted reserve balances and 
movements are clearly reported as part of the budget setting process. Not Completed. 
The financial regulations require the Council via its committees to consider income, spend and 
capital items for a 3-year period. This will inform decisions in the budget year relevant to the 
precept or other funding streams for future projects. There was no clear 3-year review 
undertaken in the budget process for 2021-22. It is recommended that the assumptions for 
activity for the next 3 years, at summary level are reflected in financial terms in projected I&E 
and reserve levels needed to support the proposed activities. Not Completed. 

 
Banking. 

Bank reconciliations as at year end were tested in this audit and agreed. It was noted that 
some uncleared payment transactions as at year end were bank transfers initiated on 31 March 
2022. This does not present a risk but it is recommended that the payment date for bank 
transfers is recorded when the payment is confirmed as completed and approved on line by all 
signatories, not when the payment has been entered for approval. The same issues were 
found in the 2021-22 audit. 

 
External Audit – The external auditor had not as at 30th May 2022 issued a final certificate for the 
Years 2019-20 or 2020-21. The reasons for this have now been confirmed by the auditor and relate to 
the questions raised by members of the public on the adequacy of the Council’s planning for the major 
building & repairs project to the Council’s Offices. A review in the internal audit from 2019-20 confirmed 
that the Council did have a process to review major projects and that this project (from 2018) was 
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considered by the Council. A detailed review of the project planning process is not within the scope of 
the internal audit. 
Internal Audit Report 2021-22 
 

A. Appropriate Accounting Records. 
 
A.1 The financial records are maintained using RBS financial software which is designed for use 

by local councils. The cash books are kept up to date. 
A.2 The data held for each transaction sampled was correct; the cash book is arithmetically 

correct and regularly balanced. VAT is properly accounted for. Financial reports produced 
agree to the financial records. 

 
 

B. Financial Regulations, documentation and approvals. 
 
B.1 The Standing Orders and the Financial Regulations were last reviewed in May 2022.  
B.2 A sample of transactions confirmed the regulations are complied with.  
B.3 All of the items chosen in the sample of payments from the cash book were supported by 

invoices and approved by the Council. Approval lists were also recorded in the minutes and 
seen as correctly approved for the items sampled in this audit. VAT was correctly 
accounted for. 

B.4 Agendas & Minutes are sent out in time are well presented. 
 
 
C. Risk  
 
C.1 An Operational and Finance risk register is maintained. Risks relevant to outdoor play 

equipment is included in the risk register with regular checks by Council Staff and 
professional bodies 

C.2 There are project risks including financial risks associated with Almonry building project for 
which no risks or mitigations are logged in the risk register.   

C.3 Internal Audit Effectiveness. Policies and controls are regularly reviewed in Committees. 
The financial controls in place are properly implemented  

C.4 Insurance – The Parish Council’s Insurance is sufficient to cover its assets and financial 
risk. Insurance cover is significantly in excess of the insured value on the asset register. 

 
D. Budgeting & Precept 
 
D.1 Annual budgets are prepared in support of the precept. The 2022-23 budget and the 

precept were approved by the full council and is this is shown in the minutes. 
D.2 Monthly reports of actual vs budget spend and reserve levels are presented to the Council 

for each committee. These are well presented and comprehensive. If there are any items 
that need noting these are recorded in the minutes. 

D.3 A forecast of Income and Expenditure for 2021-22 was completed as part of the budget 
process. This did not include a forecast of reserve balances, which is not an audit 
requirement. I recommend that forecasts do include reserve balances. 

D.4 Reserves. The Audit regulations require the following audit test: Ensure that the Authority 
has considered the establishment of specific earmarked reserves and, ideally, reviews 
them annually as part of the budget assessment process. The budget did not numerically 
assess what the General and EMR reserve movements and balances should be, but it was 
recognised that some of the General Reserves were likely to be needed to fund additional 
work required to the Almonry building due to overruns and new building faults discovered 
during the building work. 
The general reserve as at 31-3-22 was 102% of the precept which was very high. It would 
have been reasonable to consider reallocating some of the general reserve to EMR as part 
of the budget process, or if not at the year end. I recommend that reserve balances and 
movements for all reserves are numerically evaluated as part of the budget process to 
confirm what funding would will be sourced from reserves and from the precept in the 
budget period. 
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D.5 The NALC std financial regulations require the Council via its committees to consider 
income, spend and capital items for a 3-year period. There was no clear 3-year review 
undertaken in the budget process for the 2022-23 budget. While this is not an audit 
requirement. I recommend that a forward look is completed at summary level during the 
budget process. This will assist in clarifying what reserve levels need to be for future 
projects. 

 
I have set out above several recommendations that would in my opinion improve the clarity 
of reserve planning and reporting. These are defined by the Governance and Accountability 
guide as guidance and not a requirement. Clear budgeting of reserves is applied as good 
practice in many Councils. 
 

E. Receipts 
 
E.1 Income is primarily from the annual Precept plus rental income, plus loans (PWLB) and 

grants. A review of the processes for receiving and banking funds confirmed this to be 
adequate.  

E.2 There is no VAT on income. VAT on payments tested was correct. 
E.3 Vat receipts on the building projects were confirmed by the Clerk to have been agreed by 

HMRC as recoverable with an option to tax. 
E.4 Debtor balances are monitored and collected when due. 
 
F. Petty Cash – Petty cash system is primarily cash receipts from third parties which are held 

as petty cash and then banked. There are very few petty cash payments. The process as 
described is adequate. The balances held are low. Balances were not tested in this audit.  
  

G. Employee Costs 
 
G.1 Staff Wages – Payroll is managed by the Clerk using Sage Payroll. The Clerk confirmed 

that all employees have contracts of employment. Changes to Salary levels were approved 
by Council and noted in the minutes. It would be advisable to also place a note of changes 
in the employees’ files. 

G.2 Payroll controls were reviewed again in this audit and remain adequate. Payroll 
transactions sampled in this audit confirmed the data in the Sage payroll system agreed to 
the financial records and was properly approved by Councilors. 
 

H. Assets 
 
H.1 Assets – An Asset register is maintained using cost values. The values in the asset register 

are less than the insurance cover which is sufficient. Historic / costs values in the asset 
register agree to the AGAR as at 31-2-22. 

H.2 I was not able to trace the movements YoY in asset values because some assets have 
been revalued. This does not present a risk. 

H.3 The cost of refurbishments to buildings is not considered a capital item and will not change 
the asset cost value recorded on the register. 
 

  
I. Banking. 
 
I.1 Bank Reconciliations are completed on a monthly basis. The reconciliations and bank 

statements are checked & signed by the Chair of the Finance and General Purposed 
Committee. The bank rec approval is minuted. Sample tests confirmed the approval 
process was properly applied. 

I.2 Bank reconciliations as at year end were all tested in this audit and agreed. It was noted 
that £7414 of uncleared payment transactions as at year end were bank transfers initiated 
on 31 March 2022. The payments did not clear the bank because the second signatory on 
the bank mandate did not authorise the payments until April 2022. The items were then 
shown as a bank rec item, which is not technically correct as the payment was not made as 
at 31st March. This was noted in the 2020-21 audit. It does not present a risk but it is 
recommended that the payment date for bank transfers is recorded when the payment is 
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confirmed as completed and approved on line by all signatories, not when the payment has 
been entered for approval. 

I.3 The Council holds significant bank balances. These are held in current and deposit 
accounts with deposit amounts achieving reasonable interest for the market. The Active 
Saver account does however hold more than £456K 
 
 
 
 

J. Accounting Statements. 
 
J.1 The accounts are maintained on an income and expenditure basis and agree to the 

financial reports and the Annual Return. 
J.2 There is an audit trail through the financial records with all items sampled being properly 

reported and approved. 
J.3 Reserves at 31-3-22 were £701.7K in total.  Earmarked reserves were reported as £324.4K 

including CIL of £122K with other EMR’s identified. General reserves were £377.3K 
representing approximately 102% of the precept. This may not be the correct General 
reserve balance because a proportion of the General fund will need to fund building costs 
yet to be paid. There may also be a need for further contingency reserves identfied. 

J.4 Loans outstanding of £802K were confirmed by reviewing the outstanding balance on the 
PWLB website.  
 

K. Limited Assurance Review Exemption. The Council did not exempt itself in 2020-21. 
 

L. Transparency code. Prior to 2021-22 this test only applied to Councils with Turnover 
below £25K. The 2021-22 internal audit test is to ensure that “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”. The test will therefor 
now also include the reporting requirements for Councils over £200K. On reviewing the 
Councils website I was unable to confirm that all of the reporting requirements were met. It 
is noted that all items of spend are attached to minutes but that does not provide the 
payment lists transparency required by the transparency code. Other items defined by the 
code were also not found on the website. The Council changed its website in 2021-22 and 
the migration did not carry all of the Transparency data to the new site. The Council did not 
meet the requirements of the transparency code for Councils over £200K. 

 
M. Exercise of Public Rights. Notifications were correctly published in 2021-22 for 2020-21. 

There were some typo errors on the notice but it remained clear and valid. 
 

N. AGAR 2020-21 Publication. The Council complied with the publication requirements for 
the 2020-21 AGAR in 2021-22. 

 
O. Trustees. The Council is not a trustee. 

 
  

It is noted that the figures have been produced by the Clerk in accordance with the requirements 
and all supporting documents have been produced for the Internal Auditor. The Clerk’s co-operation 
aided considerably the work of this internal audit. Thank you. 

 
 
 

 
Keith Robertson 
Internal Auditor  
08th June 2022 


