
 
 

  6 Uplands Road 

Farnham GU9 8BP 

 

Jon Short - RFO 

Littlehampton Town  Council      24 May 2022 

 

Dear Jon   

Littlehampton Town Council -Internal Audit 2021-22 

The internal audit of Littlehampton Town Council for the 2021-22 financial year is now 

complete.   I am pleased to be able to report that I have signed off the internal audit section 

of the Annual Governance and Accountability Return (AGAR) for 2021-22 with no 

comments.    

 

As stated in the engagement letter, the scope of our work is limited to completing the audit 

testing and enquiries we deem necessary to complete Section 4 of the Annual Report for 

Local Councils in England.  We do not provide assurance over or accept responsibility for 

areas of work not included in this scope, unless specifically agreed with the Council during 

the financial year.  

 

In providing internal audit services we are not conducting a financial statement audit in 

accordance with standards and guidelines issued by the Audit Practices Board and our 

procedures are not designed to provide assurance over the reliability and quality of your 

financial statements and management information – that is the job of external audit.  

 

We are required by the Annual Internal Audit Report included in the Annual Governance 

and Accountability Return (AGAR) to review controls in place at the Council against 

predefined control assertions. These control assertions are set out below, together with the 

results of my internal audit work for 2021-22.   

 

The audit was carried out in three  stages.  The 2 interim audits were carried out on !6 

November  and 28 February. These  concentrated on in year financial transactions and 

governance controls.  The final audit was completed on 23 May and concentrated on the 

statement of accounts and balance sheet. 

 

I would like to thank you and Claire for your help with the audit.  

 

 

 

 



 
A: Books of Account 

1st Interim Audit 

The Council continues to use RBS, an industry specific accounting package.   I have tested 

the brought forward balances against the unaudited prior year annual return and can confirm 

these have been brought forward correctly.     Box 7 on the audited accounts for 20-21 was 

£2,572,592.   This agrees to the period 0 balance sheet on RBS.  

The RBS system is used to report and record the financial transactions of the Council, it is 

used to make bookings for hires, allotments, and fixed asset register recording.  A review of 

the cashbook shows that all data fields are being entered, supporting documentation is easily 

located from references recorded on the general ledger.  Reconciliations tested were up to 

date at the time of the audit.   

I have confirmed that the Council’s VAT returns are up to date, with the most recent claim 

for the 3 months to 30 September 2021 submitted to HMRC.     I checked that balances in 

the return could be agreed to schedules produced by the accounting system.  The VAT 

refund of £17,424 was received in the Council bank account on 28 October 2021.   

 

I checked access controls to the Council’s Accounting system.  I was able to confirm that all 

access levels were appropriate for the officers concerned, and that there are no issues with 

ex staff still having access to the system.  The previous RFO’s profile has been closed and 

password access removed.  

 

I discussed options around improving commitment accounting with the RFO.  I recommend 

that he contacts RBS to discuss the purchase order module of the accounting system, and 

reporting available if this is utilised.  

 

Final Audit  

The accounting statements have been agreed back to balance sheet and income and 

expenditure reports produced from the RBS  Accounting system.  All comparatives reported 

in the financial statements have been agreed back to the audited 2020-21 accounts, as 

published on the Council website.   

 

The Council’s year end VAT return has been completed, and VAT reclaimed can be agreed 

to a schedule of transactions extracted from RBS.  VAT outstanding on the balance sheet 

agrees to the VAT return.   The VAT return has been submitted to HRMC.  

 

The Council reviewed my interim audit report at the February 2022 meeting of Full Council.  

 

I have no recommendations in this area.  

 

 

 

 



 
B:  Financial Regulations & Payments 

1st Interim Audit 

Financial Regulations were reviewed at Full Council in October 2020.  Amendments were 

made to reflect the Council’s move to online banking.  Standing Orders were reviewed at  

Governance and Audit Committee in February 2020.  The Littlehampton documents are 

based on NALC templates.    

Council is given authority to spend via the annual budget process.  The Council has a robust 

procedure in place to ensure that all expenditure is authorised in line with financial 

regulations.  I selected a sample of 8 higher value transactions from the payments over £500  

schedule published on the Council website and I was able to confirm for all transactions that:   

• Transactions could be agreed back to invoice 

• RFO had certified the invoice as ready for payment 

• Payment approval slip was on file, authorized by RFO plus one councillor, in line 

with financial regulation requirements   

• VAT accounting correct 

• Expenditure appropriate for the Council  

 

 I can confirm that the Council is compliant with the 2015 Transparency Code.  Information 

is disclosed in the “How We Spend ” section of the website.   

 

- Expenditure over £500 has been published to the end of September 2021 

- Grant awards for 2021 have been published following the grant awards made by Council 

in June 2021. 

The Council has met publishing requirements at this point in time.  I will carry out further 

checks at year end once the annual update has been completed.  

 

I confirmed by sample check of 3 councillors that the following statutory forms have been 

signed in line with regulations: 

 

- Acceptance of Office Form 

- Register of Members Interest 

All forms were in place and had been signed off in line with regulations. 

 

2nd interim audit 

I tested 5 further expenditure transactions, selected at random from cashbooks for months 

6-10.  All transactions were agreed from cashbook to invoice.  All expenditure appeared 

appropriate for this Council.  All payments have been authorised by RFO and councillor , as 

required by financial regulations, this is evidenced by signature on payment lists.    I am 

therefore satisfied that the Council continues to follow financial regulations for all 

transactions tested.   

 

 

 



 
Final Audit  

Non pay expenditure per box 6 to the accounts amounted to £607,995, down from 

£678,582 in 2020-21.   

 

Year end creditors were £74,507.  I selected three high value transactions from the year 
end creditor list and checked to payment at bank in the new financial year.   

 

I am satisfied that the Council met this control objective. 

 

C:  Risk Management & Insurance 

1st Interim Audit 

The Council has a corporate  risk management strategy in place and monitors and reviews 

risk on an ongoing basis.   There is also a corporate risk register.   The RFO has confirmed 

that this will be formally reviewed at the February Governance and Audit Committee with 

Full Council sign off at the March 2021 meeting.   I have checked this against the Governance 

and Audit Committee workplan.  I will review the approved risk assessment at my year end 

audit.     

The Council is in year two of a 3-year deal with Zurich Municipal .   I have seen the insurance 

policy; insurance was in date at the time of my audit with an expiry date of 1 October 2022.    

Money cover is set at £1million.   This is satisfactory, given the Council’s documented 

approach to risk management in this area, which has been discussed in previous audit 

reports.     Asset cover appeared consistent with the asset register.    

The Council has a recently changed back up procedures for computer data.    I recommend 

that the RFO ensures that a  test of backup  is carried out once the migration has been 

completed. He should ensure that he is satisfied that all key  council data can be accessed 

from the back up as part of this test.  

I confirmed that my most recent internal audit report was properly considered by 

Councillors at the July meeting of Governance and Audit Committee and an appropriate 

minute recorded.  Audit recommendations raised at last audit have been followed up, and 

any outstanding matters have been raised in the schedule of recommendation at appendix 

A.  

2nd interim and final audits 

The Council Risk Assessment was reviewed at the Governance and Audit Committee in 

January.    This was considered at the Full Council meeting in March 2022 and an appropriate 

minute recorded.     

I reviewed the risk assessment.  There is clear evidence of review and update in the course 

of the financial year.  The finance section of the risk assessment records appropriate risks 

to the Council, and I confirmed that IT back ups are properly considered in the computing 

section of the risk assessment.  

The RFO confirmed that Council computer data is backed up daily, and he has checked back 

up arrangements with the Council’s IT contractor.  I confirmed that the Council’s RBS 



 
finance system is included within general back up arrangements, the back up file is created 

daily by the Finance Officer.  The RFO should also ensure that he runs the daily back up 

process for RBS when the Finance Officer is on leave.  

I am satisfied that the Council is meeting this control objective.  

D. Budget, Precept & Reserves 

1st Interim Audit 

The Council is the process of preparing the budgets for 22-23. The RFO  has shared the 

budget timetable with me.  Service Manager meetings were held in October. Subsequent 

meetings have been held with the leader of each political group and the Chairs and Vice 

Chairs of each committee.   Budget reports are due to go to Committees in December, 

with final approval of budget and precept for 22-23 due at Full Council in January 2022.  All 

precepting authority deadlines will therefore be met.   

I have confirmed that regular budget monitoring reports are issued to committees,  in line 

with financial regulations.  I was able to confirm that budget monitoring reports for quarter 

1 2021-22 had been presented to Policy and Finance Committee in September 2021.  I 

reviewed the budget v actual report on RBS as at mid November 2021.  There were no 

significant overspends that were not covered by funding from earmarked reserves.  There is 

scope to speed up budget reporting to members.  Ideally budget against actual reporting 

should be reported to committees within  4-6 weeks of each quarter end.  

2nd interim audit  
 

The RFO has confirmed that quotes have been sought from Rialtas and consideration is 

being given to adding the purchase order module to the accounting system.  This should 

streamline the PO process and improve commitment accounting at the Council.  The RFO 

should review the module before purchase to ensure that it meets Council requirements. 

 

I confirmed that the Council approved the budget and precept for the 22-23 financial year at 

an EGM on 21 January 2022.  A precept of £1.366K was approved and a three-year financial 

plan was also approved at this meeting.  Precepting authority deadlines were met.    

 

I will review Council reserves at my year end audit. I am satisfied that the Council is meeting 

this control objective  

 

Final Audit 

Reserves at 31 March 2022 were £2,696,463 ( 2020-21 £2,572,592).     

 

 

 

 

 

 

 

 



 
Earmarked reserves were £2,391,245.  These are held for the following reasons 

 

Earmarked Reserve  £ at 31.3.22 

Projects 486,255 

Capital 428,133 

Vehicle Maintenance  3,732 

PROJECT 82 10,500 

Building Maintenance  87,147 

Museum 13,133 

Capital Receipts 1,362,341 

  

I recommend that the Council completes a review of earmarked reserves each year as part 

of the budget setting cycle.  The purpose of this work is to ensure that reserves are 

properly set up to meet council priorities and financial obligations.  

 

General reserves at year end were £305K.   This represents    23% of precept, which is at 

the lower end of recommended levels set out in the NALC Practitioners’ Guide.    

However, given well developed earmarked reserves, the Council’s financial position is 

satisfactory.  

 

I am satisfied that this control objective was met.  

 

 

E. Income 

1st Interim Audit 

I confirmed fees and charges for 21-22 had been properly approved at a meeting of the 

Council - Community Resources Committee – December 2021  

I tested a sample of  income credits selected at random from the cashbook for the first 6 

months of the financial year.  For each transaction I tested: 

- Cashbook could be agreed to invoice 

- VAT accounting correct on invoice 

- Invoice agreed to fees and charges , or to other calculations (eg recharged costs to 

Arun DC)  

- Cashbook entry agreed to bank  

I was able to confirm correct invoicing for all transactions audited.  

I have reviewed the Council’s debtors ledger.  At the time of the audit, debts outstanding 

stood at £32,862.  Of this £28K is more than three months old.  The Council should 

examine these older  balances as a matter of urgency and collect monies owed where 

possible.  Debts should be prepared for write off review if it is considered that the debts 

are not collectable, or not properly owed to the Council.  

 

 



 
2nd interim audit  

I note that the RFO is looking to move allotment income onto direct debits.  I support this 

decision, and recommend that the Council should look to remove cheques and cash as a 

mechanism for payment by customers, except in exceptional circumstances. 

The debtors ledger has now been examined and the Council is chasing payment from a 

number of debtors.  Some debts may need to be written off.  The Council may need to raise 

a bad debt provision in the accounting system if these debts are not cleared before 31 March.  

I checked 4 income transaction from months 6-10.  I was able to agree all income tested 

from cash book to invoice.  Payment of all 4 invoices was checked to the Council’s bank 

account.  

Final Audit  

Precept per box 2 to the accounts was £1,311,681 (20-21 £1,279,268).  This has been agreed 

to third party documentation provided by external audit. 

 

Income per box 3 to the accounts was £101,622 (20-21 £95,300).   

 

The sales ledger issue I raised at the interim audit still needs to be worked on.  Debtors at 

year end were £34,678, of which £27,864 were more than 60 days old.  I recommend that 

these balances should be followed up as a matter of urgency.  Debt collection should be 

pursued where possible, and write-off considered where appropriate.  Going forward, the 

Council should aim to have all debts paid, or considered for referral to debt collectors within 

60 days of due date.   

 

I am satisfied that this control objective was met.  

 

F. Petty Cash 

Petty cash at year end was £250.  This was counted by the Finance Assistant  and 

countersigned by the RFO.  

G. Payroll  

1st Interim Audit 

The Council processes payroll in house using Sage 50 payroll.  The RFO inputs all payroll 

changes and expense claims each month.  The payroll is processed and a telepay document 

is produced and faxed to the bank.  Payments are made electronically to staff.   

I tested the July 2021 payroll in detail.  I was able to confirm the payroll posted to the general 

ledger back to the telepay document that had been authorised by the Clerk and by the RFO.  

I agreed pay for 5 officers back to payslips,  rates of pay were checked back to appropriate 

NJC scales. All payroll tested was paid in accordance with these payscales, and I am therefore 

satisfied that the Council has satisfactory controls over payroll.     

I am satisfied this control objective is being met.  



 
Final Audit  

Staff costs per box 4 to the accounts were £650,949 ( 20-21 £658,426).    I have reviewed 

RBS reports and it appears that correct costs have been included within the staffing  

costs cell on the statement of accounts.     

 
I carried out further testing of salary payments made to staff in January  2022. I agreed 

ledger payments back to telepay and summary payroll reporting for the month.  From there 

I selected 3 staff members.   I tested that:  

• Payslip produced for all staff 

• Basic pay per payroll could be reconciled back to appropriate NJC pay grade, once 

working hours adjustments had been made.  

 

I also confirmed payments had been made to HMRC and to the Pension Fund for  March 

2022.  

 

I am satisfied that the Council is meeting this control objective. 

 

H. Assets and Investments 

2nd interim audit  

The RFO has confirmed that the asset register has been updated and that the sale of the 

youth centre has been recorded on the register.  I will audit the asset register in detail at 

year end when reconciling the annual accounts to accounting records.  The RFO may wish 

to consider presenting the asset register to F&G committee in March.  

 

H. Assets and investments  

Final Audit 

Fixed assets per box 9 to the accounts were £ 3,060,211 ( 20-21 £3,147,144).   

 

I have agreed the balance in the accounts back to the asset register.  The asset register 

appears complete and to record assets at cost or proxy cost, as required by regulations, 

with sufficient detail to locate all assets listed.  

 

Changes in asset register value year on year are supported by schedules of assets added and 

removed from the asset register, again at cost.   

 

Additions of £30,545 were added to the register.  This is due to the addition of vehicles and 

equipment for grounds maintenance staff.  The Youth Centre has been disposed of and 

removed from the asset register.  An error was identified in my initial review of the accounts, 

this has now been rectified.   

 

I am satisfied that the asset register can be reconciled to the fixed asset balance recorded in 

the accounts.  

 

 

 



 
 

I: Bank Reconciliations 

1st Interim Audit 

Reconciliations for all bank accounts are carried out regularly and in accordance with 

regulations. This is clearly evidenced in the Council’s bank reconciliation file.  The September 

2021 bank reconciliation was tested in detail.  I confirmed the following.   

• The face of the bank statements and the bank reconciliations had been signed off by 

the reviewing councillor  

• All balances on the bank reconciliation were agreed back to bank statements / 
cashbooks 

• Cashbook /bank statement differences were explained by schedules of unpresented 

cheques / lodgments. These are now significantly reduced as the Council makes more 

use of electronic  banking 

• Arithmetic checked for accuracy  

 

2nd interim audit 

I checked the December bank reconciliations.  I confirmed these have been completed and 

that the reconciliations have been subject to councillor review, on both the face of the 

reconciliation and on the bank statements.  

The January bank reconciliations have not yet been reviewed by a councillor, this will be 

completed in due course.  I reperformed the month end bank reconciliation.  

• All balances on the bank reconciliation were agreed back to bank statements / 

cashbooks 

• Cashbook /bank statement differences were explained by schedules of unpresented 

cheques / lodgements.  

• Arithmetic checked for accuracy  

 

I note that the Council marks transactions as paid on the finance system prior to 

authorisation of payments at bank by councillors.   This is likely to cause problems at year 

end as BACS payments will show as unpresented items on the year end bank reconciliation, 

which is not correct.   I have discussed this process with the finance team and identified a 

different report on the accounting system that should be used to present payments to 

councillors for authorisation.  This will remove the risk of BACS transactions appearing as 

unpresented cheques on the bank reconciliation.    

I am satisfied this control objective is being met, and that bank reconciliations continue to 

be completed promptly and accurately, with councillor review, as required by financial 

regulations.  

 

 



 
Final Audit  

Borrowings per box 10 to the accounts were £nil (20-21 £ 30,000)  This has been agreed to 

the year end PWLB loan statement published on the Debt Management Office website.  

 

Cash per box 8 to the accounts was £2,779,610  (20-21 £2,675,786)  I reperformed the 
year end bank reconciliations, and was able to agree balances on bank reconciliations back 

to bank statements and to the RBS system.  

All year end reconciliations had been reviewed by a councillor by the time of my audit and 

this review evidenced.  

 

I have no recommendations to raise in this area.  

 

J. Year-end accounts  

2nd interim audit 

I completed a preliminary check of year end reports on the finance system.   These reports 

showed that the accounts are in good order and that the Council should be able to 

complete a successful year end.  I was pleased to note that the Finance Team is receiving 

year end training from RBS.  

Final Audit  

LTC has produced accounts on an accruals basis, this is required as income / expenditure is 

above £200k.  A reconciliation between Box 7-8 of the accounts has been prepared, for 

external audit review, and creditor and debtor listings support this reconciliation.  

An explanation of year-on-year variances has also been prepared and provides detailed 

explanations for review by external audit.   

I am satisfied this control objective has been met.  

L:  Exercise of Public Rights  - Inspection of Accounts 

Inspection periods for 2020-21 accounts were set as follows  

Inspection  - Key date 2020-21 Actual 

Accounts approved at 

Full Council 

25 June   

Date Inspection Notice 

Issued and how 

published 

25 June   

Inspection period begins 28 June  

Inspection period ends 6 August 

Correct length Yes 30 working days  

 

The external auditors reported that the inspection period for 2020-21 was not set 

correctly.  The audit certificate also refers to the incorrect date for the Full Council meeting 

where the accounts were approved ( Certificate says 18 June, Meeting was 25 June ).   



 
The announcement notice was dated on the same date as the meeting at which the accounts 

were approved.    The Council does not believe that this qualification is correct.  I agree 

with this judgement, I believe that the Council is permitted to publish the inspection notice 

on the same day as the approval of accounts meeting, as long as this occurs after the 

meeting has concluded.  Given that the relevant Full Council meeting commenced at 

8.30am, it is probable that due process was followed.  This issue must be resolved before 

the accounts are prepared for 2021-22-year end.     

L: : The Authority publishes information on a free to access website/webpage 

up to date at the time of the internal audit in accordance with any relevant 

transparency code requirements 

As a larger Council, with income / expenditure in excess of £200K, LTC is required to 

follow the 2015 Transparency Code.     I was able to confirm that data required by the 

Code could be located at various pages on the Council website, and specifically confirmed 

that the following information was up to date 

- Grants awarded 

- Payments over £500 

I am satisfied the Council has met obligations in this regard.  

N: Publication  requirements 2021 AGAR 

The Council has published the Accounts ,Annual Governance Statement and the external 

audit certificate on the Council website.  The Conclusion of Audit Certificate was published 

17th November 2021, after the statutory deadline of 30 September.  The Council should 

ensure that the statutory deadline is met for the current financial year.   

 

0. Trusteeship  

Council not  a trustee, therefore test not applicable at this Council.   

 

 

I attach my invoice for your consideration, together with the internal audit report from the 

AGAR.    Thanks for your help with the audit and please do not hesitate to contact me if I 

can be of any assistance.  

 

 

Yours sincerely 

 

 

 

 

 

Mike Platten CPFA 

 



 
Points Forward – Action Plan  - Interim Audit  

  

Matter Arising   Recommendation Council Response 

The Council has a recently 

changed back up 

procedures for computer 

data.     

I recommend that the RFO 

ensures that a  test of backup  

is carried out once the 

migration has been completed.  

He should ensure that he is 

satisfied that all key  council 

data can be accessed from the 

back up as part of this test.   

Contacted IT 

Provider, IT 

contractor  

confirmed backup is 

completed every 24 

hours and ran 

through procedure 

with the RFO.  

 

 

I was able to confirm that 

budget monitoring reports 

for quarter 1 2021-22 had 

been presented to Policy 

and Finance Committee in 

September 2021.   

There is scope to speed up 

budget reporting to members.  

Ideally budget against actual 

reporting should be reported 

to committees within  4-6 

weeks of each quarter end. 

RFO is looking to 

install a purchase 

order module at the 

Council to improve 

commitment 

accounting .  

I have reviewed the 

Council’s debtors ledger.  

At the time of the audit, 

debts outstanding stood at 

£32,862.  Of this £28K is 

more than three months 

old.   

The Council should examine 

these older  balances as a 

matter of urgency and collect 

monies owed where possible.  

Debts should be prepared for 

write off review if it is 

considered that the debts are 

not collectable, or not 

properly owed to the 

Council.  

Debtors ledger has 

been examined.  

Finance Team is 

looking to chase 

debts for existing 

hirers, will prepare  

some debts for write 

off.  

The external auditors 

reported that the 

inspection period for 2020-

21 was not set correctly.  

The announcement notice 

was dated on the same date 

as the meeting at which the 

accounts were approved.    

The Council does not 

believe that this 

qualification is correct.  I 

agree with this judgement.  

The external auditors should 

be contacted and an objection 

raised to the audit certificate 

for 20-21.   

Now cleared, Moore 

contacted and 

confirmed no 

further action 

required  



 

The Council has published 

the Accounts ,Annual 

Governance Statement and 

the external audit 

certificate on the Council 

website.  The Conclusion 

of Audit Certificate was 

published 17th November 

2021, after the statutory 

deadline of 30 September.   

The Council should ensure 

that the statutory deadline is 

met for the current financial 

year 

Confirmed process 

for 21-22 

 

Points Forward – Action Plan  - 2nd Interim Audit  

  

Matter Arising   Recommendation Council Response 

I confirmed that the 

Council’s RBS finance 

system is included within 

general back up 

arrangements, the back up 

file is created daily by the 

Finance Officer.  .  

 

The RFO should also ensure 

that he runs the daily back up 

process for RBS when the 

Finance Officer is on leave 

Now actioned 

I note that the Council 

marks transactions as paid 

on the finance system 

prior to authorisation of 

payments at bank by 

councillors.   This is likely 

to cause problems at year 

end as BACS payments will 

show as unpresented 

items on the year end bank 

reconciliation, which is not 

correct.    

I have discussed this process 

with the finance team and 

identified a different report on 

the accounting system that 

should be used to present 

payments to councillors for 

authorisation.  This will 

remove the risk of BACS 

transactions appearing as 

unpresented cheques on the 

bank reconciliation 

Now actioned 

The debtors ledger has 

now been examined and 

the Council is chasing 

payment from a number 

of debtors.  Some debts 

The Council may need to 

raise a bad debt provision in 

the accounting system if 

these debts are not cleared 

before 31 March.  

Still work to do in 

this area – 

recommendation 

reraised at final 

audit 



 

may need to be written 

off.   

 

 

Points Forward – Action Plan  - Final Audit   

  

Matter Arising   Recommendation Council Response 

Earmarked reserves  I recommend that the Council 

completes a review of 

earmarked reserves each year 

as part of the budget setting 

cycle.  The purpose of this 

work is to ensure that 

reserves are properly set up 

to meet council priorities and 

financial obligations.  

 

 

The sales ledger issue I 

raised at the interim audit 

still needs to be worked 

on.  Debtors at year end 

were £34,678, of which 

£27,864 were more than 

60 days old.   

I recommend that these 

balances should be followed 

up as a matter of urgency.  

Debt collection should be 

pursued where possible, and 

write-off considered where 

appropriate.  Going forward, 

the Council should aim to 

have all debts paid, or 

considered for referral to 

debt collectors within 60 days 

of due date.   

 

 

 


