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Our Ref: MARK/POL001  

 

Mrs J Ognjanovic 

Polegate Town Council 

49 High Street 

Polegate 

East Sussex 

BN26 6AL 

 

4th May 2018 

 

Dear Jo 

 

Re: Polegate Town Council 

Internal Audit Year Ended 31st March 2018 

 

Following completion of our interim internal audit on the 31st October 2017 and our final audit on the 4th May 2018 

we enclose our report for your kind attention and presentation to the council.  The audit was conducted in 

accordance with current practices and guidelines and testing was risk based.  Whilst we have not tested all 

transactions, our samples have where appropriate covered the entire year to date.  Where appropriate 

recommendations for future action are shown in bold text. 

 

Interim Audit – Summary Findings 

At the interim visit we reviewed and performed tests on the flowing areas: 

 Review of the Financial Regulations & Standing orders 

 Review of the Risk Assessments 

 Review of the Budgeting process 

 Proper Bookkeeping – review of the use of the accounts package. 
 

It is our opinion that the systems and internal procedures at Polegate Town Council are very well established, 

regulated and followed.  The clerk is very experienced and ensures the council follows best practice regulations and 

has over time adapted and changed the internal procedures as regulations and technologies have changed to 

maintain compliance.   

 

It is clear the council takes policies and procedures very seriously and I am pleased to report that overall the 

systems and procedures you have in place are entirely fit for purpose.  I would like to thank the clerk for her hard 

work during the year and am pleased to say her high standard of work continues; I therefore make no significant 

recommendations for change at this stage. 

 

Final Audit – Summary Finding 

At the final visit we reviewed and performed tests on the following areas: 

 Review of annual accounts & annual return 

 Review of bank reconciliation 

 Review of income 

 Review of salaries 



 

 

 Review of information for external auditor 
 

I am of the opinion that the annual accounts and annual return are ready to be signed off by council and the external 

auditor and that the annual return is a true and fair reflection of the financial transaction of that of the council for 

the year ended 31st March 2018.   Accordingly, I have signed off the annual return. 

 

A. BOOKS OF ACCOUNT (INTERIM AUDIT) 

The council uses the RBS electronic system to record the day to day financial transactions of the council.  This is a 

well established industry specific package and I make no recommendation to change.  In addition to this, the 

council uses word and excel as appropriate.  

 

The systems are backed up to external drives and memory sticks as appropriate 

 

The system is tried and tested and appropriate for a council of this size. 

 

B. FINANCIAL REGULATIONS, GOVERNANCE & PAYMENTS (INTERIM & FINAL AUDIT) 

Interim Audit 

Standing orders are based on the NALC model and the council has revised and adopted new standing orders in May 

2017.  IA has seen evidence in the signed minutes. 

 

Financial regulations are based on the 2014 NALC model and are dated 18th May 2015, the council reviewed and 

readopted these with no changes in April 2017.  The regulations being based on the NALC model contain provisions 

for the approval of spending, setting of budgets, reconciliation of the bank and reporting to council.   

 

Each month the clerk prints off and files in hard copy a trial balance, income and expenditure showing budgets, 

bank reconciliations for all accounts, together with earmarked reserves analysis and other documents as fit.  This is 

a clear and easy to follow system and I make no recommendation to change in this process.   

 

In respect of payment authorisations the minutes of the full council or finance committee contain a dated 

payments list and the corresponding minute does describe the attachment so that it can be identified beyond 

reasonable doubt.  In reviewing consecutive payments lists no cut off errors were found. 

 

Financial regulation 2.2 states that a regular bank reconciliation of all accounts must be performed, evidence is on 

file to show this is taking place.  Whilst the minutes make reference to a reconciliation being discussed it was not 

clear from the body of the text which period was being considered and I could also find no hard copy evidence of 

the reconciliation being signed in accordance with financial regulation 2.2.  Council is recommended to signed the 

face of the reconciliation and bank statements and evidence this activity in the minutes on a quarterly basis. This is 

now cleared. 

 

Financial Regulation 5 deals with authorisation of physical payments.  Invoices are authorised and a random sample 

of payments was selected for September 2017.  There were no errors and all agreed to the payments list.  There 

was one item above the three quotes threshold of £1,000, evidence was noted in the minutes of council discussion 

of the same. 

 

The council is going to start using internet banking this council year at which point policies for the use of on-line 

facilities should be reviewed, agreed and amended as appropriate.  It would always be sensible to ensure at the 

bank level that no one person can both create and authorise the same transaction, there should if possible be some 

form of segregation of duties. 

 

Final Audit 

All Other Payments £171,879 (2017: £179,579). 



 

 

 

I have reviewed the expenditure list and year on year, and this showed that expenditure is broadly the same with 

some overs and unders.  In total expenditure has reduced by £7,700, which in the main is due to reduced 

expenditure on gym and bus shelters, however, this was offset by spending on Christmas decorations. 

 

I reviewed the nominal ledger for evidence of misposted income or adjustments from reserves.  There were none. 

 

I am of the opinion that expenditure is properly recorded on the annual return. 

 

C. RISK MANAGEMENT & INSURANCE (INTERIM AUDIT) 

The council is insured with Zurich on a standard local authority package.  Assets are listed and money cover appears 

adequate.  

 

The council has detailed risk assessments in place that cover operational and financial risks.  The clerk is in the 

process of updating to present in a format consistent with HSE recommendations. 

 

The council also has a number of policies in place covering amongst others use and access to systems and working 

practices. 

 

The council complies with the data transparency regulations and uploads information to its webs site on a regular 

basis. 

 

D. BUDGET, PRECEPT & RESERVES (INTERIM & FINAL AUDIT) 

Interim Audit 

The 2018/19 budgets have been drafted, two committees have reviewed in readiness for full council.  The council 

also has a business plan which will dove tail with the budgets.  It is envisaged this will be completed by January 

2018.  This is in accordance with regulations. 

 

The council has both earmarked and general reserves. Earmarked reserves as at the audit date stand at 

£210,747.49.  The largest portion is allocated to street lights and office buildings.  The council is aware that it does 

not have the power to accumulate general or generalised reserves. 

 

Final Audit 

Reserves Carried Forward £466,293 (2017: £370,209) 

 

In respect of general reserves, rule of thumb calculations would suggest that 50% of precept as adjusted for local 

conditions would be reasonable being circa £160k.  The council has £162k of general reserves and £304k of 

earmarked reserves.  The largest being £122k for street lights, £43k on office alterations.  It is noted there are a 

number of small reserves with balances of less than £1,000. 

 

The movement on reserves shown on the balance sheet agrees to the surplus sown on the income and expenditure 

report and transfers between the reserves are clearly shown. 

 

I am of the opinion reserves are properly monitored. 

 

E. INCOME (INTERIM & FINAL AUDIT) 

Interim Audit 

Both tranches of the precept have been received by bacs and agreed to the remittance advice issued by district 

council. 

 

The council is aware that it must review charges on an annual basis. 



 

 

Final Audit 

Precept income £317,543 (2017: £311,194) 

Other income £39,242 (2017: £34,889) 

 

The precept income was tested to remittance advice notes and bank statements, these were properly received and 

banked.  There are no errors to report. 

 

Other income comprises, grants, interest, lettings. & CIL funds In total, other income has increased by £4,353 due in 

the main to CIL funds of £5,204.  Grants received were tested to remittance advice note – there were no errors.  I 

also reviewed the nominal ledger for all “other income” codes for evidence of misposted expenditure or adjustments 

from reserves.  There were none. 

 

I am of the opinion that income is properly recorded. 

 

F. PETTY CASH (FINAL AUDIT) 

The council has a float of £200 in petty cash, this was tested at the audit date, there were no errors. 

 

At the final audit date petty cash was recorded as £200. I am of the opinion that petty cash is being used properly 

and is correct stated. 

 

G. PAYROLL (INTERIM & FINAL AUDIT) 

Interim Audit 

The council uses an external firm to calculate and process the monthly payroll.  The tax deductions for two 

employees was tested – there were no errors.  The council has fulfilled its obligations in respect of auto-enrolment.  

 

Employees are paid with reference with NJC scales for consistency purposes; however, the council is undergoing an 

exercise to review job profiles and wage scales. 

 

The signed minutes show that council approves changes to wages. 

 

Final Audit 

Salaries £83,249 (2017: £78,003) 

 

The amounts shown on the annual return, were reconcilable to the payroll records.  All staff have contracts of 

employment. 

 

I am of the opinion that salaries are correctly stated on the annual return. 

 

H. ASSETS AND INVESTMENTS (INTERIM & FINAL AUDIT) 

Interim Audit 

The council has a detailed fixed asset register in place and there have been no significant changes since the year 

end.  The register contains details of historic cost and is reconcilable to the insurance schedule.  Assets are correctly 

stated at historic or proxy cost. 

 

Final Audit 

Fixed Assets and Investments £973,881 (2017: £972,364) 

Total Borrowings £33,722 (2017: £37,249) 

Loan & Interest repayments £5,573 (2017: £5,573) 

 

The fixed asset register agreed to the annual return, the register lists the assets, their cost or proxy cost together 

with insurance values.  Assets are correctly stated at historic cost. 



 

 

 

The capital loan balance was verified to the statement from PWLB Debt Management Office.  Similarly, the interest 

and capital repayments were verified to statements. 

 

I am of the opinion that loans and loan repayments are properly disclosed on the annual return. 

 

I. BANK RECONCILIATIONS (INTERIM & FINAL AUDIT) 

Interim Audit 
The bank reconciliations at September 2017 were reviewed in full.  The RBS system prints are neatly and logically 

presented,  there were no errors on any of the reconciliations.   

 

Final Audit 
Bank & Cash Balances £461,185 (2017: £387,250) 

 
At the year-end date the council had a reconciled bank position.  There were un-cleared cheques amounting to 

£3,099.61 none of which are aged or out of cheque number sequence. 

 

Bank balances have increased by £73,935 which is due in the main to underspending against the 2017/18 budget, 

this being attributable to circa £16k on underspend recreation ground, £6k on highways and £40k on street lighting. 

 

I am of the opinion that bank and cash balances are properly shown on the annual return.   

 

J. YEAR END ACCOUNTS  

The year-end accounts have been correctly prepared on the income and expenditure basis, with the box 7 & 8 

reconciliation correctly completed. 

 

The annual return correctly casts and cross casts and the comparatives have been correctly copied over from the 

2016/17 annual return. 

 

The variance analysis is not required as there are no variances of greater than 15% and £200.  

 

The council has made provision within its schedule of meetings to sign off the annual governance statement and 

accounts in time to display the notice of electors rights. 

 

I am of the opinion the accounts and annual return will be ready for submission to the external auditor. 

 

K. TRUSTEESHIP 

No trusts. 

 

Should you have any queries please do not hesitate to contact me, finally I enclose a fee note for your kind 

attention. 

 

Kind regards 

Yours sincerely 

 
Mark Mulberry 

 


