Section 3 — External Auditor Report and Certificate 2018/19

In respect of Headloy Parish Council (Hampshire) - HA0129

1 Respective responsibilities of the body and the auditor
This authority is responsible for ensuring that its financial management is adequate and effective and that it has a
sound system of internal control. The authority prepares an Annual Governance and Accountability Return in
accordance with Proper Practices which:

o summarises the accounting records for the year ended 31 March 2019; and

o confirms and provides assurance on those matters that are relevant to our duties and responsibilities as

external auditors.

Our responsibility is to review Sections 1 and 2 of the Annual Governance and Accountability Return in accordance
with guidance issued by the National Audit Office (NAO) on behalf of the Comptroller and Auditor General (see note
below). Our work does not constitute an audit carried out in accordance with International Standards on Auditing (UK
& Ireland) and does not provide the same level of assurance that such an audit would do.

2 External auditor report 2018/19

On the basis of our review of Sections 1 and 2 of the Annual Governance and Accauntabilily Return (AGAR), In our opinion the Information in
Seclions 1 and 2 of the AGAR is in accordance vilh Proper Practices and no other matlers have coms to our attention giving cause for concern that
rolevant legislation and regulatory requiremenls have not been met.

L

Giher matters not affecting our opinion which we draw to the attention of the authority: ' B T

None

3 External auditor certificate 2018/19

We certify that we have completed our review of Seclions 1 and 2 of the Annual Governance and Accountahility
Return, and discharged our responsibilities under the Local Audit and Accountability Act 2014, for the year ended 31
March 2019.

Extemal Auditor Name

PKF LITTLEJOHN LLP
External Auditor Signature : ' Vl\( 1‘\/‘ lm"’\(‘U\‘\ ((P Date 07/09/2019

“ Note: the NAO issued guidance applicable to external auditors’ work on limited assurance reviews for 2018/19 in Auditor
Guidance Note AGNI02. The AGN is available from the NAQ website (www.nao.org.uk) ;
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Background

Statute requires all town and parish councils to arrange for an independent internal audit
examination of their accounting records and system of internal control and for the conclusions
to be reported each year in the Annual Return.

This report sets out the work undertaken in relation to the interim Internal Audit for the 2018-
19 financial year, which took place on the 23" November 2018 and the Year End update Audit
which took place on the 15 April 2019.

Internal Audit Approach

In undertaking our review for the year, we have again had regard to the materiality of
transactions and their susceptibility to potential misrecording or misrepresentation in the year-
end Statement of Accounts / Annual Return. Our programme of cover is designed to afford
appropriate assurance that the Council has appropriate and robust financial systems in place
that operate in a manner to ensure effective probity of transactions and to afford a reasonable
probability of identifying any material errors or possible abuse of the Council’s own and the
national statutory regulatory framework. The programme is also designed to facilitate our
completion of the ‘Internal Audit Report® as part of the Council’s Annual Governance and
Accountability Return (AGAR) process, which requires independent assurance over a number
of internal control objectives.

Overall Conclusions

We have followed up the recommendations made in our 2017-18 reports and acknowledge
that the members have noted and considered these in their deliberations, implemented the
recommendations and that the council continues to make great progress in its processes and
performance. We have concluded that, based on the satisfactory completion of our programme
of work for the year, the Council has again maintained adequate and effective internal control
arrangements. We are pleased to report that there are no issues arising during the Year End
Audit warranting formal comment or recommendation.

Once again, we commend the Chief Officer and Responsible Officer for their continued
professional management and administration of the Council’s finance and governance
functions. The manner in which this information is stored and presented both for the purposes
of the day to day running of the council, and for external scrutiny is exemplary and has made
the Year End Internal Audit review process straightforward.

We have completed and signed the ‘Internal Audit Report’, having concluded that the control
objectives set out in the Annual Governance and Accountability Return have been achieved
within the financial year to a standard adequate to meet the needs of the Council.

We ask that members consider the content of this report and acknowledge that the report has
been formally reviewed and adopted by Council.

This report has been prepared for the sole use of Headley Parish Council. To the fullest extent permitted by law, no responsibility or
liability is accepted by Auditing Solutions Ltd to any third party who purports to use or rely, for any reason whatsoever, on this
report, its contents or conclusions.



Detailed Report

Maintenance of Accounting Records & Bank Reconciliations

Our objective in this area has been to ensure that accounting records are being maintained
accurately and currently and that no anomalous entries appear in cashbooks or financial
ledgers. The Assistant Clerk maintains the accounting records using the Rialtas accounting
software with three bank accounts in operation with NatWest and the Public-Sector Deposit
Fund with CCLA. We have: -

> Noted that the second Nat West Reserve account was closed on the 11" July 2018
as per the recommendation made in our previous year Internal Audit report;

> Agreed the opening balances in the current year’s accounting software to those
contained in the closing Accounts and certified Annual Return for 2017-18;

> Verified that the ledger remains “in balance” at the Year End;

> Ensured that an appropriate cost centre and expenditure coding structure remains in
place and is appropriate for purpose;

» Checked and agreed detail of the year’s transactions on all accounts for the financial
year to 31% March 2019 to supporting bank statements;

> Similarly checked all inter-account transfers on the Council’s accounts; and,

>  Verified bank reconciliation detail on the combined Current, Reserve and CCLA
Deposit cashbooks as at 31% March 2019

Conclusion

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

Review of Corporate Governance

Our objective here is to ensure that the Council has a robust regulatory framework in place;
that Council and Committee meetings are conducted in accordance with the adopted Standing
Orders and that, as far as we are reasonably able to ascertain, no actions of a potentially
unlawful nature have been or are being considered for implementation. Consequently:

»  We noted that the Council received an unqualified External Auditor’s Certificate for FY
2017-18;

> We have completed our review of minutes of the Full Council and its Standing
Committee meetings (excluding Planning) held to the 31* March 2019 with no issues
arising;

» We have also noted that the Council continues to operate under the General Power of
Competence, which was first adopted in May 2015, meeting the qualifying criteria to do
$O;

»  We note that the Council’s extant Financial Regulations (FRs) were updated in 2016-17

and that the Standing Orders were last adopted on the 25" June 2018 both documents
are based on the NALC model documents; and,
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> We again note that members continue to be routinely provided with detail of monthly
bank reconciliations, payment schedules and budget reports, all of which we consider
affords an appropriate and effective control over governance.

Conclusions

There are no issues arising in this area of our review warranting formal comment or
recommendation.

Review of Expenditure

Our aim here is to ensure that: -

> Council resources are released in accordance with the Council’s approved procedures
and budgets;

» Payments are supported by appropriate documentation, either in the form of an original
trade invoice or other appropriate form of document confirming the payment as due
and/or an acknowledgement of receipt, where no other form of invoice is available;

> All discounts due on goods and services supplied are identified and appropriate action
taken to secure the discount;

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

> VAT has been appropriately identified and coded to the control account for periodic
recovery.

To ensure compliance with the above criteria, we have tested a total sample of 39 payments
processed in the year to the 31% March 2019, comprising all those non-salary related
payments individually in excess of £750 plus a more random sample of every twentieth
payment processed in the financial year to date: equating to approximately £60,701 by value
and 38% of all non-pay related payments with all the above criteria appropriately observed.

We have reviewed the Council’s procedures for receiving, verifying, and processing
purchase invoices leading to the recording of detail in the Rialtas accounting software and
the formal approval for payment by members, noting that the majority of payments continue
to be made electronically via BACS and consider that the procedures enacted to effect the
online payment processes continue to be sound with effective segregation of duties between
setting up the on-line payments Responsible Finance Officer and their release by the Chief
Officer or designated alternate.

We also note that Payments Schedules, continue to be circulated, with the Agenda Pack, by
e-mail and approved by Members at a meeting of the Full Council with approval duly

minuted.

Additionally, we have examined the content of the four quarterly VAT returns prepared for
the year agreeing detail to the Rialtas nominal ledger control account.

Conclusions

There are no issues arising in this area of our review warranting formal comment or
recommendation.
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Assessment and Management of Risk

Our aim here is to ensure that the Council has put in place appropriate arrangements to
identify all potential areas of risk of both a financial and health and safety nature, whilst also
ensuring that appropriate arrangements exist to monitor and manage those risks to minimise
the opportunity for their coming to fruition. We have: -

» Examined the Council’s current insurance policy which remains placed with Zurich
ensuring that appropriate cover is in place: Public Liability stood at £15 million but
was reduced to £10 million on October 1% 2018, Employers Liability at £10 million
Liable & Slander Liability at £250,000 Fidelity Guarantee Liability at £250,000 but
reduced to £25,000 on October 1% 2018, all of which we consider appropriate for the
Council’s current requirements;

» Noted the intention to undertake a further review of the Council’s Financial Risk

Assessment before the financial year-end, having last been reviewed and re-adopted
in March 2018; and

» Reviewed the council’s arrangements for the regular inspection of playgrounds and
recreation areas noting that the Council is responsible for a Playground and
Recreation areas.

We note that a visual inspection of the playground and recreation areas is conducted monthly
by the Council’s playgrounds’ monitor with a risk-based inspection conducted annually by
specialists N W Adams Engineering Design Services with a detailed report being submitted
to the Council. We note that reports are being retained by the Council for the correct period
of 21 years.

Conclusions

There are no issues arising in this area of our review warranting formal comment or
recommendation.

Budgetary Control & Reserves

Our objective here is to ensure that the Council has a robust procedure in place for identifying
and approving its future budgetary requirements and level of precept to be drawn down from
the parent Council: also, that an effective reporting and monitoring process is in place. We
also aim to ensure that the Council retains appropriate funds in general and earmarked
reserves to finance its revenue spending plans, whilst retaining appropriate sums to cover any
unplanned expenditure that might arise.

We are pleased to note that, following a robust Budget setting and Precept determination
process, that the members approved and adopted the budget and precept for the 2019-20
Financial Year, setting the latter at £127,000 in the December meeting of the Full Council an
increase of 3.25%.

We also note that members continue to receive regular budget monitoring reports through
the year and have examined the year-end budget report seeking and obtaining appropriate

explanations for any large variances, in percentage terms, that exist.

We have also considered the appropriateness of the retained reserves at the financial year-
end, noting that members have approved various transfers to the Council’s eighteen
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Earmarked Reserves, which now total £108,326 as at 31 March 2018 (£90,831 as at prior
year-end) leaving a General Fund balance of £58,589 (previously £51,504), which equates
to a little less than six months revenue spending at present levels, sitting comfortably within
the generally recognised CiPFA guideline of between three and six months’ revenue
expenditure at the current year levels.

Conclusions

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

Review of Income

In addition to the precept, the Council receives limited income, generated by way of;
allotment rents, Village Green hires and interest on deposit account funds, recoverable VAT
and occasional grants.

During the Final Update Audit, we have examined the spread sheet record maintained of
allotment tenants and relevant invoices, again ensuring that all fees due have been invoiced
and recovered within an appropriate time span.

We have also examined the final Rialtas Alpha income transaction reports in order to ensure
that no significant mis-analysis of income has arisen or where anticipated income may not
yet have been received and are pleased to record that no such issues appear to exist.

Finally, in this area, we have updated our detailed year-on-year analysis of income across the
nominal income codes, detail of which will be used in planning the approach to our 2018-19
internal audit review of income streams.

Conclusions

There are no issues arising from this area of our review warranting formal comment or
recommendation.

Petty Cash Account

The Council does not operate a Petty Cash account. Subsequently, there are no issues
arising in this area of our review warranting formal comment or recommendation.

Review of Staff Salaries

In examining the Council’s payroll function, we aim to confirm that extant legislation is
observed appropriately as regards adherence to the Employee Rights Act 1998 and the
requirements of HM Revenues and Customs (HMRC) legislation as regards the deduction
and payment over of income tax and NI contributions.

The RFO prepares the Council’s Payroll using Sage Software which makes all the required
RTI reporting automatically.
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The Responsible Finance Officer has provided us with a detailed schedule of each staff
member’s basic gross salary, contracted working hours and other relevant detail, which we
have used to verify the accuracy of detail of the October 2018 payroll documentation.

We have checked the detail of the October 2018 deductions from all employees in respect of
tax, NI and pensions, including the employer’s contributions, by reference to the current
year’s HMRC Database and Pension scheme schedule of percentage rates applicable.

We have also verified the accuracy of individual staff net salary payments and total payments
to HMRC and the Pension Fund Administrators by reference to the September current

account bank statements (noting that net salaries are not recorded as a single value in the
Rialtas cashbook).

We note two members of staff: The Chief Officer, Responsible Finance Officer, Project
Manager and Playground Inspector are graded on the NJC SCP spine and the other member
of staff is not graded on the NJC SCP spine and instead paid a monthly amount. This
approach appears to have led to a number of issues:

1)  The Office Cleaner is paid £10.00 per month to clean and vacuum the Council’s offices.
However, the Oftice Cleaner does not have an employment contract, does not complete
a timesheet, is not in the office when other staff are present and therefore it is
impossible for the Council to provide clear evidence of the hours that the Office
Cleaner has worked leaving the Council open to potential allegations of paying a
member of staff less than the minimum wage.

2)  The Council employs a Playground Inspector for a fixed fee for 5 hours work per month
under a NJC contract which appears, given the hourly rate, to be set at SCP 29, but this
is not stated. The Playground Inspector does not complete a timesheet to verify what
hours he has worked and when he has worked them. It impossible for the Council to
provide clear evidence of the hours that the Playground inspector has worked.

3)  Members should note that the Playground inspector is currently paid 71 pence per hour
more than the Council’s Responsible Finance Officer.

We note that NJC SCP increase which became effective was awarded retrospectively to the
Chief Officer and the Responsible Finance Officer in October 2018 as recorded in the
Council’s minutes. The NJC SCP framework is published every two years, by NALC, for the
forthcoming two years, the last advice being published in September 2016 for the 2017-18
and 2019-20 Financial Years. (This has been provided to the Chief Officer under separate
cover).

The NJC SCP increases for the forthcoming Financial Year should be included in the Budget
setting process and approved for payment to staff, effective from the [* April in the
forthcoming financial year.

Conclusions and recommendations made at the Interim Internal Audit

remunerate its staff, relying partly on the NJC SCP increments and partly on locally
negotiated pay settlements. This has led to the discrepancies identified above which need
to be resolved to ensure that all the Council’s Staff are graded appropriately for the roles
and responsibility of their employment, have proper contracts of employment and that the
terms of their employment comply with current Employment Legislation.
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A straightforward way of achieving this would be to introduce the NJC pay spine for all
the Council’s Staff. This framework is now in use with the majority of Town and Parish
Councils in England and Wales and provides the following benefits to Councils:

The NJC pay spine is transparent

Using the NJC pay spine aids comparability with other NJC employers

It becomes easier to apply future NJC pay awards

Using the NJC pay spine allows Members to focus on rewarding and encouraging

employee performance as pay considerations are agreed, across England and

Wales for all public sector employees using the framework

e Using the NJC pay spine future proofs the employer against National Living Wage
increases and so provides stability

e The NJC pay spine provides a sound basis for future pay and grading exercise

It has been several years since an independent review of the Council’s employees roles,
responsibilities and remuneration was undertaken, therefore it would be appropriate to
undertaken one. Subsequently, Members should consider introducing the NJC pay spine
Sfor all the Council’s employees to provide a fair and equitable basis for future pay and
grading exercises.

RI.  Time Sheets should be introduced for all Staff with immediate effect. These should be
checked and verified by the RFO when creating the Payroll and Authorised by the Chief
Officer prior to the payroll being presented for authorisation by the Members.
Response: Implemented.

R2.  All members of staff should be provided with contracts of employment. Response:
Implemented.

R3.  Anindependent review of Council employee Roles, Responsibilities and Remuneration
should be undertaken by a Council Human Resources specialist recommended by the
SLCC or similar. Response: Implemented.

R4.  Members should consider, after the conclusion of the independent review, introducing
the NJC pay spine for all Council employees to provide a fair and equitable basis for
Sfuture pay and grading exercises. Response: Implemented.

R5. To ensure the Council’s continued compliance with the GDPR legislation, the RFO
should record the monthly salary payments as one bulk amount in the Cashbook, i.e.

Salaries October’. Response: Implemented.

R6.  Payroll information should be kept in a separate file in a locked cabinel. Response:
Implemented.

R7. NJC SCP point increments should be taken into consideration during the Budget
selting and Precept determination process and all increases approved to be paid to
Staff from the 1" April in the forthcoming financial year. Response: Implemented.

Asset Registers

The Governance and Accountability Manual requires all councils to maintain a record of all
assets owned. We are pleased to note that an appropriate detailed register is in existence
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incorporating detail of the acquisition date, asset and description, location, cost and any
further relevant notes.

We note completion of a full review of the register during the year and have compared the
current year detail with that in the prior year’s register noting the addition of a several assets
with a corresponding increase in value during 2018-19 to £198,088 (£194,198 previous year)
Consequently, we have agreed the value to be recorded in the year’s Annual Return.

Conclusions

There are no issues arising from this area of our review warranting formal comment or
recommendation.

Investments and Loans

The Council holds no long-term investments, with surplus funds held in the CCLA Public
Sector Deposit Fund and the NatWest Reserve account. We have verified the accuracy of
interest earned to date on each account. We note from our discussions with the Responsible
Finance Officer that members are considering how best to re-invest these funds to improve
return on investment, without creating an administrative overhead

The Council has no loans, either repayable by it, or to it.
Conclusion & recommendation made during the Interim Audit

We note that the Council has not yet adopted an Investment Strategy and take this
opportunity to remind Members that as of the 1** April 2018 every council is required to
produce one. We have provided a copy of the Government’s Statutory Advice for Local
Government Investments with this report.

RS, The Council should develop an Investment Strategy as required in the Statutory
Advice for Local Government Investments. Response: implemented.

Statement of Accounts and Annual Governance and
Accountability Return

We have reviewed the content of Section 2 of the Annual Governance and Accountability
Return agreeing detail to the underlying Alpha records, also reviewing the procedures in
place for identifying year-end debtors, creditors and accruals and agreed the detailed values
recorded in the year-end Balance Sheet to the underlying records with no issues arising.

Conclusions

We record that no issues arise in this area and, on the basis of the work undertaken during
the course of our review for the year, we have “signed off” the Internal Audit Report in
the year’s Annual Governance and Accountability Return assigning positive assurances
in all areas.
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Rec.  Recommendations made during the 23 November Interim Internal Audit Response

No.

Review of Staff Salaries

R1 Time Sheets should be introduced for all Staff with immediate effect. These should be checked and verified  Response: Implemented.
by the RF'O when creating the Payroll and Authorised by the Chief Officer prior to the payroll being presented
for authorisation by the Members.

R2 All members of staff should be provided with contracts of employment. Response: Implemented.

R3 An independent review of Council employee Roles, Responsibilities and Remuneration should be undertaken  Response: Implemented.
by a Council Human Resources specialist recommended by the SI.CC or similar.

R4 Members should consider, after the conclusion of the independent review, introducing the NJC pay spine for  Response: Implemented.
all Council employees to provide a fair and equitable basis for future pay and grading exercises.

RS To ensure the Council’s continued compliance with the GDPR legislation, the RFO should record the monthly ~ Response: Implemented.
salary payments as one bulk amount in the Cashbook, i.e. “Salaries October’.

R6 Payroll information should be kept in a separate file in a locked cabinet. Response: Implemented.

R7 NJC SCP point increments should be taken into consideration during the Budget sctting and Precept  Response: Implemented.
determination process and all increases approved to be paid to Staff from the 1% April in the forthcoming
financial year.

Review of Investments and Loans

R8 The Council should develop an Investment Strategy as required in the Statutory Advice for Local Government  Response: Implemented.
[nvestments.
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Headley Parish Council

Internal Audit Report 2018-19 (Interim)

Claire Lingard
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Auditing Solutions Ltd



Background

Statute requires all town and parish councils to arrange for an independent internal audit
examination of their accounting records and system of internal control and for the conclusions
to be reported each year in the Annual Return.

This report sets out the work undertaken in relation to the interim Internal Audit for the 2018-
19 financial year, which took place on the 23" November 2018.

Internal Audit Approach

In undertaking our review for the year, we have again had regard to the materiality of
transactions and their susceptibility to potential misrecording or misrepresentation in the year-
end Statement of Accounts / Annual Return. Our programme of cover is designed to afford
appropriate assurance that the Council has appropriate and robust financial systems in place
that operate in a manner to ensure effective probity of transactions and to afford a reasonable
probability of identifying any material errors or possible abuse of the Council’s own and the
national statutory regulatory framework. The programme is also designed to facilitate our
completion of the ‘Internal Audit Report’ as part of the Council’s Annual Governance and
Accountability Return (AGAR) process, which requires independent assurance over a number
of internal control objectives.

Overall Conclusions

We have followed up the recommendations made in our 2017-18 reports and acknowledge
that the members have noted and considered these in their deliberations and cnacted the
recommendations and that the council continucs to make great progress in its processcs and
performance. We also report that, on the basis of the work undertaken to date in the current
year, that the Council continues to operate generally adequate and effective internal controls
in all areas of our review to date. Accordingly, we have made only a small number of
recommendations, for consideration by the Chief Officer, the Responsible Finance Officer and
Members.

Once again, we commend the Chief Officer and Responsible Officer for their continued
professional management and administration of the Council’s finance and governance
functions. The manner in which this information is stored and presented both for the purposes
of the day to day running of the council, and for external scrutiny is exemplary and has madc
the interim Internal Audit review process straightforward.

We ask that members consider the content of this report and acknowledge that the report has
been formally reviewed and adopted by Council.

This report has been prepared for the sole use of Headley Parish Council. To the fullest extent permitted by law, no responsibility or
liability is accepted by Auditing Solutions Ltd to any third party who purports to use or rely, for any reason whatsoever, on this
report, its contents or conclusions.



Detailed Report

Maintenance of Accounting Records & Bank Reconciliations

Our objective in this area has been to ensure that accounting records are being maintained
accurately and currently and that no anomalous entries appear in cashbooks or financial
ledgers. The Assistant Clerk maintains the accounting records using the Rialtas accounting
software with three bank accounts in operation with NatWest and the Public-Sector Deposit
I'und with CCLA. We have: -

> Noted that the second Nat West Reserve account was closed on the 11" July 2018
as per the recommendation made in our previous ycar Internal Audit report;

> Agreed the opening balances in the current year’s accounting software to those
contained in the closing Accounts and certified Annual Return for 2017-18;

»  Verified that the ledger remains “in balance” at the present date;

> [nsured that an appropriate cost centre and expenditure coding structure remains in
place and is appropriate for purpose;

» Checked and agreed detail of the year’s transactions on all accounts for the financial
year to 31% October 2018 to supporting bank statements;

»  Similarly checked all inter-account transfers on the Council’s accounts; and,

» Verified bank reconciliation detail on the combined Current, Reserve and CCLLA
Deposit cashbooks as at 31% October 2018.

Conclusion

There are no matters arising in this area of our review warranting formal comment or
recommendation: We shall extend this area of testing for the remainder of the year during
our year-end review, also ensuring the accurate disclosure of the year-end balances in the
Accounts and Annual Governance and Accountability Return (AGAR).

Review of Corporate Governance

Our objective here is to ensure that the Council has a robust regulatory framework in place;
that Council and Committee meetings are conducted in accordance with the adopted Standing
Orders and that, as far as we are reasonably able to ascertain, no actions of a potentially
unlawful naturc have been or are being considered for implementation. Consequently:

»  We noted that the Council received an unqualified External Auditor’s Certificate for FY
2017-18;

» We have commenced our review of minutes of the Full Council and its Standing
Committee meetings (excluding Planning) held to the 31 October 2018 with no issues
arising;

» We have also noted that the Council continues to operate under the General Power of
Competence, which was first adopted in May 2015, meeting the qualifying criteria to do
$0;
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> We note that the Council’s extant Financial Regulations (FRs) were updated in 2016-17
and that the Standing Orders were last adopted on the 25" June 2018 both documents
are based on the NALC model documents; and

> We again note that members continuc to be routinely provided with detail of monthly
bank reconciliations, payment schedules and budget reports, all of which we consider
affords an appropriate and effective control over governance.

Conclusions and recommendation

There are no issues arising in this area of our review warranting formal comment or
recommendation.

Review of Expenditure

Our aim here is to ensure that; -

> Council resources are released in accordance with the Council’s approved procedures
and budgets;

» Payments are supported by appropriate documentation, either in the form of an original
trade invoice or other appropriate form of document confirming the payment as duc
and/or an acknowledgement of receipt, where no other form of invoice is available;

» All discounts duc on goods and services supplied are identified and appropriate action
taken to secure the discount;

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

» VAT has becn appropriately identified and coded to the control account for periodic
recovery.

To ensure compliance with the above criteria, we have tested a total sample of 39 payments
processed in the year to the 31% October 2018, comprising all those non-salary related
payments individually in excess of £750 plus a more random sample of every twentieth
payment processed in the financial year to date: the test sample contains 20 payments
cquating to approximatcly £65,232 by value and 38% of all non-pay related payments with
all the above criteria appropriately observed.

We have reviewed the Council’s procedures for receiving, verifying, and processing
purchase invoices lcading to the recording of detail in the Rialtas accounting software and
the formal approval for payment by members, noting that the majority of payments continue
to be made electronically via BACS and consider that the procedures enacted to effect the
online payment processes continue to be sound with effective segregation of duties between
setting up the on-line payments Responsible Finance Officer and their release by the Chief
Officer or designated alternatc. We also note that Payments Schedules, continue to be
circulated, with the Agenda Pack, by e-mail and approved by Members at a meeting of the
Full Council with approval duly minuted.

Additionally, we have examined the content of the first two quarterly VAT returns prepared
for the year agreeing detail to the Rialtas nominal ledger control account,

Conclusion
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There are no issues arising in this area of our review warranting formal comment or
recommendation: We shall extend our review of payments during our year-end review to
ensure compliance with the above criteria, also examining and verifying the accuracy of
the remaining two VAT reclaims to be prepared and submitted to HVIRC for the financial
year.

Assessment and Management of Risk

Our aim here is to ensure that the Council has put in place appropriate arrangements to
identify all potential areas of risk of both a financial and health and safety nature, whilst also
ensuring that appropriate arrangements exist to monitor and manage those risks to minimise
the opportunity for their coming to fruition. We have: -

> Examined the Council’s current insurance policy which remains placed with Zurich
ensuring that appropriate cover is in place: Public Liability stood at £15 million but
was reduced to £10 million on October 1% 2018, Employers Liability at £10 million
Liable & Slander Liability at £250,000 Fidelity Guarantee Liability at £250,000 but
reduced to £25,000 on October 1% 2018, all of which we consider appropriate for the
Council’s current requirements;

» Noted the intention to undertake a further review of the Council’s I‘inancial Risk
Assessment before the financial year-end, having last been reviewed and re-adopted
in March 2018; and

» Reviewed the council’s arrangements for the regular inspection of playgrounds and
recreation areas noting that the Council is responsible for a Playground and
Recreation areas.

We note that a visual inspection of the playground and recreation areas is conducted monthly
by the Council’s playgrounds’ monitor with a risk-based inspection conducted annually by
specialists N W Adams Fngineering Design Services with a detailed report being submitted
1o the Council. We note that reports are being retained by the Council for the correct period
of 21 years.

Conclusion

There are no issues arising in this area of our review warranting formal comment or
recommendation.

Budgetary Control & Reserves

Our objective here is to ensure that the Council has a robust procedure in place for identifying
and approving its future budgetary requirements and level of precept to be drawn down from
the parent Council: also, that an effective reporting and monitoring process is in place. We
also aim to ensure that the Council retains appropriate funds in general and earmarked
reserves to finance its revenue spending plans, whilst retaining appropriate sums to cover any
unplanned expenditure that might arisc.

This interim visit occurred too early for any formal consideration of the Council’s budgetary

or precepl requirements for 2019-20: consequently, we shall examine this area during our
year-end review. We note thal members continue to be provided with monthly budget
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performance reports and that they also consider and agree any required movements in
carmarked reserves.

Conclusion

There are no issues arising in this area of our review warranting formal comment or
recommendation: We will extend this area of our review during the year-end audit to
ensure the satisfactory completion of the 2019-20 Budget setting and Precept
determination process. We shall also examine the year-end budget outturn and level of
retained reserves to ensure that appropriate funds are held to service the Council’s
ongoing revenue spending in line with the approved budget.

Review of Income

In addition to the precept, the Council receives limited income, generated by way of;
allotment rents, Village Green hires and interest on deposit account funds, recoverable VAT
and occasional grants.

We have undertaken no detailed work in this arca at this interim visit other than to examine
the latest Rialtas income transaction reports to ensure that no significant mis-analysis of
income has arisen or where anticipated income may not yet have been received and are
pleased to record that no such issues appear to exist.

Conclusion

There are no issues arising from this area of our review warranting formal comment or
recommendation.

Petty Cash Account

The Council does not operate a Petty Cash account. Subsequently, there are no issues
arising in this area of our review warranting formal comment or recommendtation.

Review of Staff Salaries

In cxamining the Council’s payroll function, we aim to confirm that extant legislation is
observed appropriately as regards adherence to the Employee Rights Act 1998 and the
requirements of M Revenues and Customs (HMRC) legislation as regards the deduction
and payment over of income tax and NI contributions.

The RIFO prepares the Council’s Payroll using Sage Software which makes all the required
RTI reporting automatically.

The Responsible Finance Officer has provided us with a detailed schedule of cach staff

member’s basic gross salary, contracted working hours and other relevant detail, which we
have used to verify the accuracy of detail of the October 2018 payroll documentation.
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We have checked the detail of the October 2018 deductions from all employees in respect of
tax, NI and pensions, including the employer’s contributions, by reference to the current
year’s HMRC Database and Pension scheme schedule of percentage rates applicable.

We have also verified the accuracy of individual staff net salary payments and total payments
to HMRC and the Pension Fund Administrators by reference to the September current
account bank statements (noting that net salaries are not recorded as a single value in the
Rialtas cashbook).

We note two members of staff: The Chief Officer, Responsible Finance Officer, Project
Manager and Playground Inspector are graded on the NJC SCP spine and the other member
of staff is not graded on the NJC SCP spine and instead paid a monthly amount. This
approach appears to have led to a number of issues:

1} The Office Cleaner is paid £10.00 per month to clean and vacuum the Council’s offices.
However, the Office Cleaner does not have an employment contract, does not complete
a timesheet, is not in the office when other stafl are present and therefore it is
impossible for the Council to provide clear evidence of the hours that the Office
Cleancr has worked leaving the Council open to potential allegations of paying a
member of staff less than the minimum wage.

2)  The Council employs a Playground Inspector for a fixed fee for 5 hours work per month
under a NJC contract which appears, given the hourly rate, to be set at SCP 29, but this
is not stated. The Playground Inspector does not complete a timeshect to verify what
hours he has worked and when he has worked them. It impossible for the Council to
provide clear evidence of the hours that the Playground inspector has worked.

3)  Members should note that the Playground inspector is currently paid 71 pence per hour
more than the Council’s Responsible Finance Officer.

We note that NJC SCP increase which became effective was awarded retrospectively to the
Chief Officer and the Responsible Finance Officer in October 2018 as recorded in the
Council’s minutes. The NJC SCP framework is published every two years, by NALC, for the
forthcoming two years, the last advice being published in September 2016 for the 2017-18
and 2019-20 Financial Years. (This has been provided to the Chief Officer under separate
cover).

The NJC SCP increases for the forthcoming Financial Year should be included in the Budget
setting process and approved for payment to staff, effective from the 1** April in the
forthcoming financial ycar.

Conclusions and recommendations

Headley Parish Council has not used the NJC pay spine properly to grade the roles and
remunerate its staff, relying partly on the NJC SCP increments and partly on locally
negotiated pay settlements. This has led to the discrepancies identified above which need
to be resolved to ensure that all the Council’s Staff are graded appropriately for the roles
and responsibility of their employment, have proper contracts of employment and that the
terms of their employment comply with current Employment Legislation.
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A straightforward way of achieving this would be to introduce the NJC pay spine for all
the Council’s Staff. This framework is now in use with the majority of Town and Parish
Councils in England and Wales and provides the following benefits to Councils:

The NJC pay spine is transparent

Using the NJC pay spine aids comparability with other NJC employers

It becomes easier to apply future NJC pay awards

Using the NJC pay spine allows Members to focus on rewarding and encouraging
employee performance as pay considerations are agreed, across England and
Wales for all public sector employees using the framework

Using the NJC pay spine future proofs the employer against National Living Wage
increases and so provides stability

The NJC pay spine provides a sound basis for future pay and grading exercise

In discussion with the Chief Officer, we not that it has been several years since an
independent review of the Council’s employees roles, responsibilities and remuneration
was undertaken. It is this auditor’s opinion that it would be appropriate to undertake a
such a review by an organisation specialising in Council Human Resources, recommended
by the SLCC and, subsequent to that review Members should consider introducing the NJC
pay spine for all the Council’s employees to provide a fair and equitable basis for future
pay and grading exercises.

RI.

R2.

R3.

R4.

RS.

R6.

R7.

Time Sheets should be introduced for all Staff with immediate effect. These should be
checked and verified by the RFO when creating the Payroll and Authorised by the Chief
Officer prior (o the payroll being presented for authorisation by the Members.

All members of staff should be provided with contracts of employmen.

An independent review of Council employee Roles, Responsibilities and Remuneration
should be undertaken by a Council ITuman Resources specialisi recommended by the
SLCC or similar.

Members should consider, after the conclusion of the independent review, introducing
the NJC pay spine for all Council employees to provide a fair and equitable basis for
Sfuture pay and grading exercises.

To ensure the Council’s continued compliance with the GDPR legislation, the RIFFO
should record the monthly salary payments as one bulk amount in the Cashbook, i.e.
‘Salaries October’.

Payroll information should be kepl in a separate file in a locked cabinet.
NJC SCP point increments should be taken into consideration during the Budgel

selting and Precepl determination process and all increases approved to be paid to
Staff from the I°* April in the forthcoming financial year.

Investments and Loans

The Council holds no long-term investments, with surplus funds held in the CCLA Public
Sector Deposit Fund and the NatWest Reserve account. We have verified the accuracy of
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interest earned to date on each account. We note from our discussions with the Responsible
Finance Officer that members are considering how best to re-invest these funds to improve
return on investment, without creating an administrative overhead

The Council has no loans, either repayable by it, or to it.

Conclusion & recommendation

We note that the Council has not yet adopted an Investment Strategy and take this
opportunity to remind Members that as of the 1* April 2018 every council is required to

produce one. We have provided a copy of the Government’s Statutory Advice for Local
Government Investments with this report.

RS.  The Council should develop an Invesimeni Strategy as required in the Statutory
Advice for Local Government Investments.
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Recommendation

Review of Staff Salaries

“Response.

Review of Investments and Loans

determination process and all increases approved to be paid to Staff from the 1% April in the forthcoming
financial year.

R1 Time Sheets should be introduced for all Staff with immediate effect. These should be checked and verified
by the RFO when creating the Payroll and Authorised by the Chief Officer prior to the payroll being presented
for authorisation by the Members.

rR2 All members of staff should be provided with contracts of employment. o

R3 An independent review of Council employee Roles, Responsibilities and Remuneration should be undertaken
by a Council Human Resources specialist recommended by the SL.CC or similar.

R4 Meombers should consider, after the conclusion of the independent review, introducing the NJC pay spine for
all Council employces to provide a fair and equitable basis for future pay and grading exercises.

RS To ensure the Council's continued compliance with the GDPR legislation, the RFO should record the monthly
salary payments as one bulk amount in the Cashbook, i.e. *Salaries October’.

R6 Payroll information should be kept in a separate file in a locked cabinet

®7 NJC SCP point increments should be taken into consideration during the Budget setting and Precept

R8  The Council should develop an Investment Stratcgy as required in the ;S"tzn;t’o'ryfxdvicc for Local Government
Investments.
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