HUDSON ACCOUNTING LTD.
INTERNAL AUDIT REPORT:
TO THE MEMBERS OF PENRYN TOWN COUNCIL
YEAR ENDED 31ST MARCH 2019

ISSUE DATE: 01/05/2019
STATUS:
FINAL
ISSUED TO: TOWN CLERK

INTRODUCTION:
Internal auditing is an independent, objective assurance activity designed to improve an
organisation’s operations. It helps an organisation accomplish its objectives by bringing a systematic,
disciplined approach to evaluate and improve the effectiveness of risk management, control and
governance processes.
SCOPE:
The scope of the audit covers, as a minimum, the areas included in the Internal Audit Report
contained in the Annual Governance & Accountability Return and the Transparency Code.
Areas not covered at the interim stage are included in this report as is any re-testing of areas already
covered.
APPROACH:
Audit work is carried out in line with the Chartered Institute of Public Finance and Accountancy’s
Internal Audit Standards and guidance issued by the National Association of Local Councils.
Where applicable we have included reference to ‘proper practice’ and the associated guidance as
laid out in ‘Governance & Accountability for Smaller Authorities in England’ which is applicable to
financial years from 1st April 2018.
Selective testing was carried out and the relevant policies, procedures and controls were reviewed.
Visits were made to the Council’s offices on 1st November 2018 & 1st May 2019.
GENERAL COMMENTS:
We would like to thank the staff for their assistance and co-operation during the course of the audit.
The matters raised in this report are only those which came to our attention during our internal
audit work and are not necessarily a comprehensive statement of all the weaknesses that exist, or of
all the improvements that may be required.
In giving our internal audit opinion, it should be noted that assurance can never be absolute. The
most that the internal audit service can provide is a reasonable assurance that there are no major
weaknesses in risk management, governance and control processes. The audit does not guarantee
that the accounting records are free from fraud or error.
The review undertaken obtained a level of assurance which has allowed us to complete the
Internal Audit Report element of the Annual Governance & Accountability Return with no
qualifications, thus in all significant respects, the control objectives were being achieved
throughout the financial year to a standard adequate to meet the needs of the Council.
Also attached is a copy of the completed Internal Audit Report required as part of the Annual
Governance & Accountability Return.

AUDIT COMMENTARY:
Items in bold text within the body of the report represent our findings in respect of the application
of controls, text in italics represent suggested actions and may not necessarily pertain to the
application of internal controls.
Previous Recommendations
The current position in respect previous recommendations is attached in the Internal Audit
Response Record.
Accounting Records
Accounting records have been properly maintained throughout the year.
Financial Regulations & Other Policies
Standing Orders were updated and adopted in February 2019.
Payments
Grants:
A sample of grants awarded were tested and payments were made following an
application process and were in accord with Member approvals.
Payments:
Further testing revealed no issues to report in terms of the application of controls.
Risk
Risk Assessment:
The Council has reviewed its risk management arrangements and reviewed the
effectiveness of its internal controls.
Cash:
The Investment Strategy is yet to be updated.
Budgets
Budget setting:
The 2019/20 budget and precept were approved by Council in December 2018 following
the production of detailed estimates.
Budget Monitoring:
Budget monitoring information has been provided regularly throughout the year.
Adequacy of reserves:
Total reserves stand at £298,10 of which the general fund comprises £207,584 equating to
63% of gross expenditure within generally accepted parameters and above the minimum
level agreed.
Income
Library:
Library income was re-tested following the introduction of a manual ledger to record
transactions; testing revealed no issues to report.
Interest:
Bank interest has been accurately recorded in the ledger.
VAT:
VAT claims have been submitted for the first three quarters and the paperwork has been
prepared prior to the final submission of the year.

Petty Cash
Petty cash is well controlled and the cash held was in accord with underlying records.
Payroll
Allowances to Members are not paid through the payroll; rather ‘expenses’ are
reimbursed. Testing revealed that these expenses include items of clothing, which would
not be tax deductible.
Payments to elected representatives are regarded as income by HMRC and as such should be
subject to PAYE provisions. Tax deductible expense claims (such as mileage, stationery) that
are ‘wholly and necessarily’ incurred as part of the role would be allowable.
In order to ensure PAYE provisions are properly applied it is recommended that:
Recommendation 1
Member allowances are paid through the payroll.
Assets.
A suitable asset register is in place and the total value is in accord with the disclosure on
the accounting statements.
Bank Reconciliations
Bank reconciliations have been carried out in a timely manner throughout the year.
The year end bank reconciliation was found to be accurate and there were no balancing
entries or old un-presented payments.
Accounting Statements
The accounts were prepared on an income and expenditure basis and were in accord with
underlying records.
Debtors and creditors appeared to be properly recorded.
Exercise of Public Rights:
Next year internal auditors are required to report on whether the Council has correctly
provided the opportunity for the exercise of public rights, in accordance with the Accounts &
Audit Regulations, during the summer of 2019.
The Council must ensure that it not only provides the opportunity for public inspection for the
correct period but also that it retains evidence of the publication of the appropriate notices on
its website and elsewhere.

INTERNAL AUDIT RESPONSE RECORD – PENRYN TOWN COUNCIL

No Recommendation

Management Response

Timescale/
Responsibility

Follow Up
(for auditor use)

FINAL REPORT 2018/19
1 Member allowances are paid through the payroll.
FINAL REPORT 2017/18
Financial regulations updated Town Clerk
and adopted 1 October 2018

1

The actual controls in place in respect of internet
banking are embedded in Financial Regulations and
the controls expanded to reflect the SLCC guidance.

2

The Investment Strategy is reviewed in the light of
Investment Strategy still
new guidance and that the Councils eligibility for the under review
Financial Services Compensation Scheme is taken into
consideration.

FINAL REPORT 2016/17
1 Full compliance with the Transparency Code is
achieved a soon as possible and the broken links on
the website are repaired.

Town Clerk &
Finance Officer
January 2019

Website updated to include a Finance
separate page for the
Officer/Town
transparency code
Clerk
information

Separation of duties embedded in
Financial Regulations, still no
Member electronic authorisation.
Yet to be finalised

Still no Procurement information
posted (items over £5,000)

HUDSON ACCOUNTING LTD.
INTERIM INTERNAL AUDIT REPORT:
TO THE MEMBERS OF
YEAR ENDED 31ST MARCH 2019

ISSUE DATE: 04/11/2018
ISSUED TO: TOWN CLERK
STATUS: FINAL

INTRODUCTION:
Internal auditing is an independent, objective assurance activity designed to improve an
organisation’s operations. It helps an organisation accomplish its objectives by bringing a systematic,
disciplined approach to evaluate and improve the effectiveness of risk management, control and
governance processes.
Scope:
The scope of the audit covers, as a minimum, the areas included in the Internal Audit Report
contained in the Annual Governance & Accountability Return and the Transparency Code.
Any areas not covered at this interim stage will be included later in the year or during the final audit
activity.
Approach:
Audit work is carried out in line with the Chartered Institute of Public Finance and Accountancy’s
Internal Audit Standards and guidance issued by the National Association of Local Councils.
Where applicable we have included reference to ‘proper practice’ and the associated guidance as
laid out in ‘Governance & Accountability for Smaller Authorities in England’ which is applicable to
financial years from 1st April 2017.
Selective testing was carried out and the relevant policies, procedures and controls were reviewed.
Visits were made to the Council’s offices on 1st November 2018 and information was requested prior
to the visits.
GENERAL COMMENTS:
We would like to thank the staff for their assistance and co-operation during the course of the audit.
The matters raised in this report are only those which came to our attention during our internal
audit work and are not necessarily a comprehensive statement of all the weaknesses that exist, or of
all the improvements that may be required.
In giving our internal audit opinion, it should be noted that assurance can never be absolute. The
most that the internal audit service can provide is a reasonable assurance that there are no major
weaknesses in risk management, governance and control processes. The audit does not guarantee
that the accounting records are free from fraud or error.
We have provided a table of audit recommendations that allow for the Council’s response which can
be used as an ongoing monitoring tool. We would be grateful if, in due course, it is completed and
returned to us.

AUDIT COMMENTARY:
Items in bold text within the body of the report represent our findings in respect of the application
of controls, text in italics represent suggested actions that fall short of being a formal
recommendation or do not necessarily pertain to the application of internal controls.
Previous Recommendations
The Council responds positively to recommendations and the latest position is detailed in
the Response Record appended to this report.
Accounting Records
The accounts are maintained on RBS Omega accounting software; they were up to date
and appeared free from material errors.
Financial Regulations
Financial Regulations were last reviewed on 1st October 2018 where suggested changes
were included.
Payments
A sample of payments was tested to establish whether the spending decision, procurement
process, certification and approval for payment were in line with Financial Regulations as
well as ensuring that payments were supported by invoices, VAT was correctly accounted for
and payment controls were applied.
Authority to spend:
Purchase orders are used and Member authority sought where required.
Procurement:
Within the sample tested quotes were obtained where required.
Payment:
Payments were supported by invoices and were included on payment schedules approved
by Members. Other payment controls were adhered to.
A separation of duties in respect of internet banking payments has been implemented and
embedded in Financial Regulations as recommended; it does not however include
electronic authorisation by Members as suggested by the SLCC.
VAT:
VAT had been accurately recorded in all but one instance, this has now been corrected.
Risk
Risk Assessment:
The risk assessment has yet to be undertaken for the current year.
Insurance:
Statutory insurances are in place and the Fidelity Guarantee is adequate at £500K.
GDPR:
Updates have been provided to Members and the Council’s Privacy Notice is available on
the website. An update to the Privacy Notice and the adoption of a Document Retention &
Disposal Policy is scheduled for November’s Council meeting.
Budgets
Setting:
The 2018/19 budget was set following the production of detailed estimates and was
properly approved by Full Council. Reserve levels including a policy on minimum

requirements were taken into account.
Monitoring:
Monthly budget monitoring and financial reporting is undertaken.
Income
Precept:
The precept payment received is in accord with that set by the Council.
Room Hire:
Room hire is managed through a diary with some but not all lettings being invoiced.
No issues arose that require reporting.
When payments are receipted it would improve the audit trail if the copy receipt left in the
receipt book was cross referenced to the invoice raised.
Burials:
Burial income had been correctly charged and was promptly banked.
The correct documentation had been retained and/or issued and burial registers
completed.
Library income:
Library takings are managed through a manual ledger and are entered onto the accounting
system by the Finance Officer.
Use of the ledger has only just commenced so testing will be undertaken at the year-end.
VAT:
Claims for the first two quarters have been submitted.
Payroll
2018/19 pay award:
The national pay award had been accurately applied.
Re-gradings:
Staff re-gradings had been approved by Council and accurately implemented, in all but one
case Contracts of Employment had been updated accordingly.
The remaining contract should be updated.
Tax, NI & Pensions:
Tax, NI and pension deductions had been properly applied and paid over to the relevant
authority in a timely manner.
Bank Reconciliations
Monthly bank reconciliations are undertaken and reported to Members.
There were no ‘balancing’ entries or very old unpresented payments, albeit one does date
from March 2018.

INTERNAL AUDIT RESPONSE RECORD – INTERIM 2017/18 – PENRYN TOWN COUNCIL

No Recommendation

Management Response

Timescale/
Responsibility

Follow Up
(for auditor use)
Separation of duties
embedded in Financial
Regulations, still no
Member electronic
authorization.

FINAL REPORT 2017/18
1

The actual controls in place in respect of internet banking are
embedded in Financial Regulations and the controls expanded to
reflect the SLCC guidance.

Financial regulations
updated and adopted 1
October 2018

Town Clerk

2

The Investment Strategy is reviewed in the light of new guidance
and that the Councils eligibility for the Financial Services
Compensation Scheme is taken into consideration.

Investment Strategy still
under review

Town Clerk &
Finance Officer
January 2019

Financial Regulations to be
suspended at Council
meetings if required

Town Clerk
As required

Included in Financial
Works Instructions

Finance Officer Closed

Checking of Bank
details has been
added to the member
internal audit
programme

Town Clerk

INTERIM REPORT 2017/18
1 A review of existing service delivery arrangements is
undertaken and market testing is introduced unless there are
compelling reasons otherwise. If Financial Regulations are not
to be followed in respect of a particular purchase/service this
approach should be approved by Members, Financial
Regulations suspended and the reasons for so doing noted.
2 A written procedure is produced that ensures the requirements
of Financial Regulations are met in respect of changes to
supplier details and that the random checking of supplier bank
details is included in the Member internal control checking
activity.

Ongoing monitoring

No Recommendation
3

The minimum and maximum level of free reserves required is
considered as part of the budget setting process in future and is
Minuted.

FINAL REPORT 2016/17
1 Full compliance with the Transparency Code is achieved a soon
as possible and the broken links on the website are repaired.

Management Response
General reserves were
set at 25% of predicted
expenditure, for 2018/19
budget.

Timescale/
Responsibility
Town Clerk

Website updated to include Finance
a separate page for the
Officer/Town
transparency code
Clerk
information

Follow Up
(for auditor use)
Closed

Check compliance at yearend

