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This report has been prepared for the sole use of Hythe and Dibden 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 
content or conclusions.  

Background and Scope 
 
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 4th September 2018 and the Year End update Audit which took place on the 
26th April 2019. 
 
Internal Audit Approach 
 
In undertaking our first interim 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 process, which requires independent assurance 
over a number of internal control objectives. 
 
Overall Conclusion 
 
We have concluded that, based on the programme of work undertaken to the 31st March 2019, the Council 
continues to maintain adequate and effective internal control arrangements that should ensure that 
transactions have been recorded accurately in the financial ledger and, subsequently, the detailed 
Statement of Accounts and Annual Governance and Accountability Return that forms the statutory 
accounts of the Council subject to external audit certification.  
 
We have completed and signed the ‘Internal Audit Report’, having concluded that the control objectives 
set out in that Report have been achieved within the financial year to a standard adequate to meet the needs 
of the Council.  
 
We wish to commend the Clerk and support staff for the continued and exemplary management of the 
Council’s administration. It is worthy of note that Hythe & Dibden Parish Council is the first Parish 
Council in England and Wales to have implemented the Modern.Gov open platform for public sector 
organisations and the dynamic Risk Management solution for Councils: ‘Risk Wizard’ both of which will 
provide significant operational and cost saving benefits for the Council in future years, as well as defining 
the Council as a leading edge user of technology. 
 
We ask that members consider the content of this report and acknowledge that the report has been 
reviewed and accepted by the Council. 
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Detailed report 
 
Accounting Records and Bank Reconciliations 
 
The Council remains an Edge accounts software user, with separate cashbooks for the Current, 
Reserve and Payroll bank accounts operated at Lloyds plc and periodic Treasury Term deposits.   
 
Our objective here is to ensure that the accounting records are being maintained accurately and 
currently and that no anomalous entries appear in cashbooks or financial ledgers. We have, 
consequently: - 
 Verified that an appropriate cost centre and nominal ledger structure remains in place: 
 Agreed the opening bank accounts’ detail in 2018-19 to the closing Financial Statements / 

certified Annual Return for 2017-18; 
 Checked and agreed three sample months transactions (April & July 2018, and March 2019) 

in all accounts, including the daily “sweep” transfers to maintain the current account balance 
at a constant £25,000; and 

 Checked and agreed the software-based bank reconciliations as at 30th April & 31st July 
2018, and the 31st March 2019 with no significant, long standing, uncleared effects or any 
other abnormal entries arising. 

 
Conclusions 
 
There are no issues 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 series of corporate governance 
documentation 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. 
 
We note that both the Financial Regulations and the Standing Orders have again been reviewed and 
re-adopted in the current financial year.  We do not consider further work to be necessary in this 
area at present. We further note that comprehensive Corporate Policies and Protocols remain in 
place, which are subject to continuous review and forward development by the Clerk as necessary. 
 
The Clerk continues to monitor and pay close attention to the ongoing situation at Valleydene.  In 
particular the potential financial liabilities which could fall upon the Council at a future date caused 
by the issues of riparian ownership of the damaged watercourse across a number of properties. 
 
We note that a dynamic, comprehensive and robust Risk Management procedures has in place to 
mitigate any risk to the Council.  The Clerk, at the instruction of members, continues to take 
appropriate external legal and professional advice and continues to provide members with regular 
and detailed update reports.  The Clerk is also in frequent dialogue with the County Council in 
relation to potential resolutions to the situation. 
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Finally, in this area, we have concluded our examination of the minutes of Full Council and its 
Committee meetings (excluding Planning), examining those to March 31st, 2019 with no issues 
arising. 

 
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. 
 
We have completed testing in this area examining a sample of all payments entered in the Edge 
software individually in excess of £2,000, together with a more random sample of every 25th 
transaction, for the six months to 31st March 2019 to ensure compliance with the above criteria. Our 
test sample comprised 80 payments totalling £233,688.82 and equating to approximately 56% of all 
non-pay transactions to that date. 
 
We are pleased to note from our examination of minutes and supporting financial documentation 
that all procurements are being managed in accordance with the Council’s Financial Regulations 
and Standing Orders with members receiving appropriate updates at meetings of the Full Council. 
 
We also note that VAT returns continue to be prepared and submitted quarterly utilising the HMRC 
on-line facility. We have examined all the VAT returns for the 2018-19 financial year, confirming 
the detail with the cashbook and the VAT control account with no issues arising. 
 
Conclusions 
 
There are no issues arising in this area of our review warranting formal comment or 
recommendation. 
 
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 in order to minimise the 
opportunity for their coming to fruition. We have: - 
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 Noted previously that sound corporate risk assessments were undertaken, also noting that 
the Business Risk and Insurance Plan was again adopted by members in April 2018 under 
minute reference 295.  Additionally, we note that the Deputy Clerk has been working closely 
with an external supplier to develop a new risk management system which will provide a 
dynamic and online system for the Council which will provide a multitude of business 
process, cost-saving and efficiency benefits: consequently, we have undertaken no further 
work in this area at present; 

 Noted that the Council’s insurance cover continues to be provided by Zurich plc: 
examination of the current year’s policy schedule has identified that Public and Employer’s 
Liability remain at £15 million and £10 million respectively, with Hirers Liability set at £2 
million, Fidelity Guarantee at £1 million and adequate Business Interruption cover of 
£250,000 in place; and 

 Noted that the Council’s arrangements for the regular inspection of its seventeen 
playgrounds and recreation areas are exemplary with a robust Health & Safety policy in 
place.  Weekly inspections are undertaken by staff who are RPI qualified and receive 
continuous professional development with written reports, filed with the Health & Safety 
Officer, and retained for 21 years. Annual inspections are also undertaken by RoSPA for 
each facility, which are also filed with the Health & Safety Officer who develops a 
programme of works to resolve any identified issues.   

 
Conclusions 
 
There are no issues arising in this area of our review warranting formal comment or 
recommendation.  
 
Precept Determination and Budgetary Control 
 
We aim in this area of our work to ensure that the Council has appropriate procedures in place to 
determine its future financial requirements leading to the adoption of an approved budget and formal 
determination of the annual precept; that effective arrangements are in place to monitor budgetary 
performance throughout the financial year and that the Council has identified and retains appropriate 
reserve funds to meet future spending plans.  
 
 We note that the Council under took robust Budget setting and Precept determination 

deliberations for 2019-20 Financial Year which were concluded at the Full Council meeting 
in November 2018, minutes reference 175/18, the Precept being adopted at £751,805 
(£708,640 in the prior year); 

 We are pleased to note that officers continue to provide members with sound, periodic 
budget monitoring reports throughout the year; and, 

 
 We also note that reserves were reviewed by members at the year-end taking account of the 

year’s budget outturn with Total Reserves at 31st March 2018 standing at £659,071 
(£666,064 prior year) comprising of 32 specific Earmarked reserves of £407,855 (£426,477 
prior year) and the residual General Fund balance of £251,215 (£234,668 prior year). The 
latter represents just under four months’ spending at FY 2017-18 levels, which sits 
comfortably within current CiPFA guidance in this area. 

 
Conclusions 
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There are no issues have been identified in this area of our review warranting formal comment 
or recommendation. However, the Clerk and members may wish to consider that although Hythe 
& Dibden has a healthy level of reserves, building its General Reserve closer to the 6-month level 
of £413,424 to help cushion the Council from the current uncertainty in the global markets. 
 
Review of Income 
 
In considering the Council’s income streams, we aim to ensure that robust systems are in place to 
ensure the identification of all income due to the Council from its various sources, to ensure that 
income is invoiced in a timely manner and that effective procedures are in place to pursue recovery 
of any outstanding monies due to the Council. 
Subsequently: 
 We note that the fees and charges pertaining to the Parish Hall, pitch hires and allotment 

rentals are reviewed annually in accord with FRs and have obtained copies of those 
pertaining in 2018-19; 

 As noted elsewhere in this report, we have verified a sample of three months cashbook 
receipts to bank statements and the interest arising on Term deposits for the year; 

 We again note that there is a sound register maintained of the periodic corporate property 
lettings to ensure each lease is invoiced in accord with the quarterly terms; 

 We have tested a sample month’s bookings diary, for December 2019 for all bookings and 
hires to ensure that each activity was charged the relevant fees in accord with the published 
scales, the style of organisation (commercial or not-for-profit), the times of day, the days of 
the week booked and the subsequent timely receipt of monies due, with no matters arising; 
and, 

 Finally, in this area, we have updated our year-on-year analysis of income arising across the 
range of Council activities with no significant, unidentified variances requiring further 
enquiry or explanation. 

 
Conclusions 
 
There are no issues have been identified in this area of our review warranting formal comment 
or recommendation.  We have noted the reduction in Council Chamber hire income due to the 
hall being unavailable whilst it was subject to the removal of dry-rot and subsequent rebuilding. 
 
Petty Cash and Debit Cards 
 
Our aim in this area is to ensure that appropriate controls are in place; that all expenditure incurred 
is adequately supported by trade invoices or till receipts; that the expenditure is appropriate for the 
Council’s requirements; that VAT has been separately identified for periodic recovery and that 
cheque encashments from the main cashbooks are properly recorded. 
 
We note that a petty cash scheme is in operation with a reduced holding of £150 holding split 
between a £130 holding in the office and a £20 balance held at the reception desk to provide change 
for customers. We have examined a sample of payments in the current financial year at this visit, 
ensuring that each was supported by an appropriate trade invoice or till receipt and that VAT, where 
applicable, had been identified for recovery from HMRC.  
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We have checked the Year End Petty Cash reconciliation with reference to Edge and receipts held 
and also checked verified the cash holding in both tins in the presence of the Finance Assistant with 
no issues arising. 
 
We also note that the Clerk and Deputy are authorised to use a Lloyds Bank debit card on the current 
account for emergency purchases or to benefit from discounts through purchases made “on-line”. 
All purchases are recorded appropriately in the Edge accounts and are supported by receipts / 
invoices in all cases. 
 
Conclusions 
 
There are no issues arising in this area of our examination warranting formal comment or 
recommendation. 
 
Review of Staff Salaries  
 
In examining the Council’s payroll function, we aim to confirm that extant legislation is being 
appropriately observed as regards adherence to the requirements of HM Revenue and Customs 
(HMRC) legislation as regards the deduction and payment over of income tax and NI contributions, 
together with meeting the requirements of the local government pension scheme in relation to the 
employees’ contribution bandings.  
 
We have examined the payroll procedures in place and the physical payments made to staff in 2018-
19, by reference to the August 2018 payroll documentation, which continues to be produced by 
external contractors (CCM Ltd) using their own bespoke software. Our review included: - 
 Ensuring that the Council had approved employee pay rates for the financial year and that 

these have been duly and accurately applied;  
 Checking to ensure that appropriate PAYE tax codes are being applied for the year following 

the annual budgetary increases in personal allowances from April 2018; 
 Checking to ensure that national insurance deductions / contributions were computed 

accurately depending on whether the employee is a pension scheme contributor or not; 
 Checking that the correct scales of superannuation deductions, based on the revised LGPS 

salary bandings, are being applied (where appropriate); 
 Ensuring that appropriately approved timesheets are submitted by all employees in support 

of any flexible hours worked and / or claimed as overtime; and 
 Verifying detail of the net salary payments by reference to payslips, payroll summary reports 

and the subsequent BACS listings. 
 
Conclusion 
 
There are no issues arising in this area of our examination warranting formal comment or 
recommendation. 
 
Fixed Assets 
 
The Governance and Accountability Manual requires councils to develop and maintain a register of 
all assets. The Annual Return requires disclosure of the value of assets retained by the Council as at 
31st March, annually, with a revision to the reporting detail issued in 2010 that requires asset values 
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to be reported at cost price or, where that value is unknown, the prior year Annual Return value 
updated to reflect the cost of any new acquisitions or deletions / disposal. 
 
We note that the Regulations continue to be met, with robust management process in place and 
appropriate registers being maintained in the Edge accounting software.  We are confident that the 
overall asset values have been correctly reported in Box 9, Section 2 for 2018-19 in the amount of 
£3,185,789 (£3,668,190 prior year), in accord with in-year purchases and disposals.  The reduction 
of £465,599 is in relation to the disposal of a full repairing lease on a church in which a local Youth 
Club is based which has now been formally reassigned to the Diocese of Salisbury, releasing Hythe 
& Dibden Parish Council from any obligation or liability for the building, its upkeep and repairs. 
 
Conclusions 
 
There are no issues arising in this area of our report warranting formal Comment or 
recommendation. 
 
Investment and Loans 
 
We note that the Council holds any additional funds in the form of periodic Term deposits and other 
“savings” accounts: we have checked and agreed the early months’ Term Deposits to third party 
bank investment advice notes and the subsequent maturities and interest thereon to relevant 
cashbooks. 
 
The Council has no loans either repayable by it, or to it. 
 
Conclusions 
 
There are no issues arising in this area of our review warranting formal comment or 
recommendation. 
 
Statements of Account and Annual Governance & Accountability 
Return 
 
The Council’s annual Statements of Accounts have, as in previous years, been prepared from the 
Edge accounting software, together with detailed supplementary supporting notes. We have checked 
and agreed, by reference to the accounting system’s closing Trial Balance and other relevant 
documents, the content of the Statement of Accounts and the supporting notes, detail of which is 
transferred to Section 2 of the Annual Return.  
 
We have also reviewed the process for identifying and verified the accuracy of year-end debtors and 
creditors, as disclosed in the Balance Sheet to appropriate supporting documents. 
 
Conclusions 
 
On the basis of our detailed programme of work undertaken during the course of the year on the 
Council’s systems of financial control and satisfactory conclusions drawn from our examination 
of the content of the detailed Statement of Accounts and the summarized detail set out in Section 
2 of the Annual Governance & Accountability Return, we have duly “signed off” the Internal 
Audit Certificate assigning positive assurances in each relevant category. 
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