
YARM TOWN COUNCIL
INTERNAL AUDIT REPORT
2020/2021 Annual Return

1. Background
1.1. Following the abolition of the Audit Commission a new organisation has been established which is

responsible for issuing proper practices in relation to the accounts of smaller authorities. It is
called the Smaller Authorities Proper Practices Board (SAPPB), and is made up of members of the
SLCC, NALC, CIPFA, the Department of Housing, Communities and Local Government (DHCLG),
the Department of Environment, Food and Rural Affairs (DEFRA), the National Audit Office and a
representative of the external audit firms appointed to smaller authorities

1.2. Every smaller authority in England that either received gross income or incurred gross expenditure
exceeding £25,000 must complete Part 3 of the Annual Governance and Accountability Return
(AGAR) at the end of each financial year.   The AGAR is made of 3 sections along with an annual
internal audit report. which is to be completed by the Parish Council’s independent internal auditor,
who is to give an opinion of the Parish Council’s internal controls

1.3. CDALC have provided Councils with a checklist to be used, this annual audit uses this list as the
minimum of the tests to be carried out.

2. Objectives of the Audit
2.1. To examine the system of internal controls to ensure that the Town Council may obtain an

adequate level of assurance for its activities for the year.

3. Scope of the Work and the areas of Audit Work examined.
3.1 The Scope of Work covers the key control tests identified in the internal audit section of the

AGAR, and these were examined.

3.2. To properly complete the audit the following areas of activity have been examined and tested by
the Internal Auditor:

* Payroll
* Creditors
* Risk Management
* Income collection and Banking arrangements
* Petty Cash
* Assets
* Debtors
* Budgetary Control (including year end procedures)
* Exercise of Public Rights for 2019/20

3.3. The audit findings of this report have been discussed with the Town Clerk and any audit
recommendations have been agreed with her.

4. Findings
4.1. Payroll
4.1.1 During 2020/21 the Town Council had one paid employee.

4.1.2. It was agreed at the 10th July 2018 Council meeting that it would outsource its payroll service,
and a payroll provider produces the Council’s payroll information which gives a better internal control
for the Council.

4.1.3. This current audit examined the payroll records for the financial year and were found to be



properly paid and processed, and properly recorded in the Council's accounts.

4.2. Creditors (Accounts Payable)
4.2.1. Financial Regulations state:

The RFO shall prepare a schedule of payments requiring authorisation, forming part of the
Agenda for the Meeting and, together with the relevant invoices, present the schedule to Council.
The Council shall review the schedule (accounts for payment list) for compliance and, having satisfied

itself shall authorise payment by a resolution of the council.

4.2.2. An interim audit was carried out which covered April to September payments and a report
produced.

4.2.3. This audit covered all payments from October to March 2021.   A Cashbook 1 report showing all
payments for the year was used to examined the file of all payments for 2020/21, and allowing for
the disruption (regarding the Pandemic) withing the year the Internal Controls of the Council were
satisfactory.
All payments (Bacs, cheques and direct debits) were reported on an “accounts for payment” list
and authorised at the meeting of the members of the Town Council.  Any bank transfers are
shown on this list.

4.2.4. Financial Regulations 5.3 state that “All invoices for payment shall be examined, verified and
certified by the RFO to confirm that the work, goods or services to which each invoice relates has
been received, carried out, examined and represents expenditure previously approved by the
council.”  Following the interim audit I understand this is being carried out.

4.2.5. All donations paid had been properly recorded on the expenditure records.

4.2.6. Any tenders/quotes are reported to Town Council and contracts are made in accordance with the
Council's Standing Orders.

4.3. Petty Cash
4.3.1. The Council does not have any petty cash, as small purchases are reimbursed by the Clerk
through the payments system.

4.4. Risk Management/Corporate Governance
4.4.1. The Governance arrangements for the Council is to establish a Finance and Governance
committee.  The Terms of Reference has been adopted at the first meeting om 8th July 2020 with the
aims to review the policies of the Council including Financial Regulation and Standing Orders,
Risk Register, and Asset register, and to review Financial Reporting to the Council. These have
been discussed at the meeting held on 5th January 2021 and 30th March 2021 meeting

4.4.2. The Exercise of Public Rights was confirmed during the recent interim audit.

4.4.3.   I understand that the report on the effectiveness of internal control for 2020/21 will be agreed
at the 8th June 2021 meeting.

4.5. Income collection and Banking arrangements
4.5.1.  Income is received mainly from allotment rents, cemeteries and the Yarm Fair, and is paid to the
Clerk at the Town Hall.

4.5.2. From September receipts have been issued for all income and a full audit was carried out on the
income received between September and March 2021, using the Cash book1 report, - Receipts.

4.5.3. For Allotment rents there is a detailed spreadsheet which records all income received, this was



cross referenced to the receipt numbers.

4.5.4. For burials the receipts record the burial register number for cross referencing.

4.5.6. All receipts can be traced from the Cash Book 1 report by date identified by the direct credit
(BACS) or banked through a paying in slip which records the name.

4.5.7. All income received on the Cashbook report for receipts were confirmed to the receipts, paying in
books and bank statements.

4.5.8. VAT is recorded within the finance system (vat control a/c), and claims have been completed and
income received on 20th May 2020

4.5.9. During the year the Council had three bank accounts:
- NSI Bank account (investment/deposit)
- Business Premium account
- Barclays Current account (sweep)

4.6. Accounting records
4.6.1. The Council uses the Rialtus accounting software, which records all finance information within the

system, and produces satisfactory reports, and end of year accounts. At the end of the year the
Council employee an experienced accountant on Rialtus to assist with the accounts.

4.6.2.  All income and expenditure for the accounts were properly recorded in the minutes with bank
reconciliations carried out and reported.

4.6.3. End of year bank reconciliation was completed, and reconciled to the annual return

4.7. Security/Assets
4.7.1. There is an Inventory held of all assets, which is agreed with the statement of accounts.

4.8. Debtors
4.8.1. There are no accounts raised for debts as Debtors either pay by cash, cheque at the Town Hall or

by direct credit.

4.9. Budgetary Control
4.9.1. The budget process commenced with a draft budget discussed by the Finance and Governance

Committee on 5th January 2021 and was reported to the Full Council on the 12th January 2021.
The annual budget was prepared to support the precept.

4.9.2. Budgetary Control is overseen by all Members of the Council where income and expenditure
reports are scrutinised.  This identifies any over/under spends for the year.

4.9.3.  Projects for the coming financial year and future costs were discussed at the Finance and
Governance committee on 5th January

5. Conclusions
5.1. Following the Interim audit the agreed actions have been implemented and Internal Controls of

the Council have been improved.

5.2. Recommendations
5.2.1. There are no recommendations, although an interim audit is recommended to give assurance to

the Town Clerk and Councillors that the internal controls are working well.



Gordon Fletcher (C.M.I.I.A.)
Internal Auditor,
Date: 1st June 2021


