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This report has been prepared for the sole use of Marlborough Town 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. 
 

Background 
 
All town and parish councils are required by statute to make arrangements 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 2016-17 financial year, during our 
three visits to the Council, which took place on 16th November 2016; 28th February & 31st May 
2017.  
 
Internal Audit Approach  
 
In conducting 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 has again been designed 
to afford appropriate assurance that the Council’s financial systems remain robust and 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’ in the Council’s Annual Return, which requires independent assurance 
over a number of internal control objectives. 
 
Overall Conclusion  
 
We have concluded that, on the basis of the work undertaken for 2016-17, the Council 
continues to maintain adequate and effective internal control arrangements, with one or two 
relatively minor issues identified that require officers’ attention. We are pleased to again 
acknowledge the manner and quality of record keeping by the Office Manager which assists 
our review process and to also acknowledge the actions taken to address issues raised 
previously. 
 
We have completed and signed the ‘Internal Audit Report’ in the year’s Annual Return, having 
concluded that, in all significant respects, the control objectives set out in that Report were 
being achieved throughout the financial year to a standard adequate to meet the needs of the 
Council.  
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Detailed Report 
 
Maintenance of Accounting Records & Bank Reconciliations 
 
The Council uses the Omega software to maintain its accounting records, with periodic support 
and advice being provided by third party contract support accountants (RBS Software). Two 
operational bank accounts are maintained at Barclays plc in a combined cashbook (number 1) in 
the accounting records for the Current and Active Saver accounts: these are supplemented by a 
Barclays Base Rate Reward deposit account on which periodic interest is added during the year 
with detail recorded in cashbook 2. 
 
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: - 

 Agreed the opening trial balance detail in the financial software for 2016-17 with the 
closing detail contained in the 2015-16 Statement of Accounts and Annual Return; 

 Ensured that the cost centre and nominal ledger income and expenditure coding structure 
remains appropriate for purpose; 

 Checked to ensure that the financial ledger remains “in balance” at the financial year-end; 

 Checked and agreed detail in the combined number 1 account cashbook, examining four 
months’ transactions (April and September 2016, plus January and March 2017) to 
supporting bank statements for the same three months; 

 Checked detail in the Base Rate tracker account for the financial year to bank statements 
noting that the March 2017 gross interest (£25.16) received and credited to the bank 
account has not been entered into the accounting software resulting in a minor 
understatement of the year’s income and closing balances in the Annual Return;  

 Agreed the combined current / and Active Saver Account bank reconciliations as at 30th 
April and September 2016, plus 31st January and March 2017, together with the Base 
Rate Reward Account reconciliations as at 30th June 2016; 31st January and March 2017 
subject to the above minor issue on the latter account; and 

 Verified the accurate, subject to the above minor caveat, disclosure of the year’s 
combined cash and bank balances in the Annual Return and have suggested that a manual 
amendment be made to the Annual Return Section 2 detail generated by the accounting 
software to include the £25 interest income at Box 3 and, consequently, at Boxes 6 & 7. 
The interest has now been entered into the accounting software in May 2017. 

 
Conclusions  
 
We are pleased to record that no material issues have been identified in this area of our review 
process: as indicated above, we suggest that the Annual Return Section 2 detail as generated 
by the accounting software be amended appropriately to include the understated interest 
income on the Base Rate Tracker Account, with similar manual amendments to the year-end 
combined bank reconciliation also generated by the accounting software. 
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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 (SOs) and that, as far as we are able to ascertain, no actions of a 
potentially unlawful nature have been or are being considered for implementation. Consequently:  

 We were pleased to note in our first report for the year that, following our previous 
recommendation, the Council re-adopted both SOs and Financial Regulations (FRs) 
taking account of revisions in EU and Public Contracts Regulations with a revised tender 
limit of £25,000: we note that they have been re-adopted at the May 2017 full Council 
meeting;  

 We have continued our examination of the Council’s minutes, examining those for the 
Full Council and its Standing Committee meetings (with the exception of Planning) held 
in the year and to date in 2017-18 with a view to identifying whether or not any issues 
exist that may have an adverse effect on the Council’s future financial stability, both in 
the short and longer term. 

 
Conclusions  
 
We are pleased to record that no issues arise in this area warranting formal comment or 
recommendation: we noted at our previous visit that the external auditors had signed-off the 
2015-16 Annual Return following a delay after receipt of a communication from a local 
elector with no further action proposed in that respect.  
 
We note the acquisition of further premises in the town and have identified no concerns with 
the actions taken in respect of this acquisition: we discussed the matter with the Town Clerk at 
our first visit for the year agreeing the controls that should be put in place over the acquisition 
process to help ensure that the “value for money” aspects of the acquisition were considered 
appropriately. 
 
Review of Expenditure 
 
Our aim here is to ensure that: -  

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

 That members are provided with, and approve, the regular schedules of payments made;  

 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 extended our examination of the controls over expenditure now selecting a sample of 
66 individual payments processed in the financial year including those individually in excess of 
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£2,000 together with a more random selection of every 30th cashbook transaction (irrespective of 
value). Our test sample totals £366,800 and equates to 65% by value of all non-pay costs for the 
year.  
 
We note that VAT reclaims are submitted to HMRC quarterly in electronic format, as now 
required by extant legislation, and have examined the years’ reclaims ensuring that they are in 
agreement with the supporting Omega control account detail. 
 
We also noted at our last visit that a VAT Partial Exemption calculation had not been undertaken 
for several years and suggested that, in order to ensure that the Council remains within the 
appropriate financial limits, such a calculation is undertaken by external contractors on behalf of 
the Council. We now note that the necessary review will be undertaken in the near future. 
 
Conclusions and recommendations 
 
We are again pleased to record that no significant issues have been identified in this area with 
all payments in our test sample complying with the above criteria, apart from, at the time of 
our first visit, the absence of documentation on file supporting two relatively low value 
payments: we referred them to the Office Manager at that visit who provided satisfactory 
explanations of the nature of the payments. We are also pleased to note that members are now, 
as recommended previously, initialling the individual invoices supporting the payments being 
made.  
 
R1. Care should be taken to ensure that all payments are appropriately supported with an 

invoice / till receipt or proforma invoice duly certified as appropriate for payment by the 
cheque signatories. Noted and being auctioned appropriately. 

 
R2. In order to safeguard its position with HMRC, the Council should arrange for a “VAT 

Partial Exemption” calculation to be undertaken. Arrangements are in hand for the 
calculation to be undertaken. 

 
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 consequently noted that: - 

 In addition to the event specific and play area related Health and Safety risk assessments 
prepared by officers, a wider Risk Assessment Register is also in place, which was last 
reviewed by the Finance & Policy Committee in February 2016 and adopted 
subsequently by full Council in May 2016. We now note that a further review was 
completed and was adopted by the March 2017 meeting of the Finance & Policy 
Committee with subsequent ratification by full Council; and  

 Noted that the Council’s insurance cover remains with Zurich plc and have examined the 
current year’s policy schedule noting that both Employer’s and Public Liability stand at 
£10 million, Fidelity Guarantee cover at £1 million and “Business Interruption - Loss of 
Revenue” at £49,500. 
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Conclusions 
 
There are no issues arising in this area that warrant 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 
District Council or Unitary Authority (where applicable): 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 ongoing spending plans, whilst retaining 
appropriate sums to cover any unplanned expenditure.  
 
We note that, following due deliberation, the 2017-18 Budget and Precept have been finalised, 
the latter being formally adopted by Full Council in January 2017, although the total value of the 
precept was not formally identified in the minutes, purely the Band D equivalent value; this has 
formally been minuted retrospectively at a subsequent meeting 
 
We note that members of the Finance & Policy Committee and, by formal adoption of committee 
reports at their meetings, Full Council, continue to receive appropriate budget monitoring & 
management accounting reports routinely throughout the year, based on detail generated by the 
Omega accounting software. We have examined the final year-end outturn report, seeking and 
obtaining appropriate explanations for the few variances existing by reference to the detailed 
transaction reports and in discussion with the Town Clerk and Office Manager. 
 
As at 31st March 2017, Total Reserves have reduced marginally to £461,874 (£514,921 at the 
prior year-end) comprising specific Earmarked reserves totalling £300,903 (£260,253 
previously) leaving a reduced residual General Fund balance of £160,971 (£254,668 as at 31st 
March 2016): this equates to marginally under 3 months’ revenue expenditure at current levels, 
which is just below the generally recognised CiPFA guideline of between 3 & 6 months’ revenue 
spending. 
 
Conclusions and recommendation 
 
Whilst no residual issues arise in this area, members should maintain a cautious eye over the 
level of retained reserves ensuring the General Fund balance does not reduce further.  
 
R3. The minutes approving and adopting the annual precept should identify its value as a total 

sum, rather than just as a Band D equivalent. This has been minuted retrospectively at a 
subsequent meeting. 

 
Review of Income 
 
The Council receives income in addition to the Precept, primarily from Hall lettings, property 
rents, allotments, burial and associated fees, bank interest and occasional grants & donations, 
together with expended VAT, which is recovered quarterly. 
 
Our objective is to ensure that robust procedures are in place to ensure that all income due to the 
Council is identified and invoiced (where applicable) appropriately with recovery effected within 
a reasonable time span.  
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We undertook further more detailed work on the Council’s income streams at our previous visit, 
examining in greater depth the procedures in place for identification and recovery of income 
arising from burials, allotment tenancies, building and flat rents and, for a sample four-week 
period, hire of the Town Hall. We are pleased to record that no issues arise in this respect other 
than noting that one allotment tenant’s rent remains overdue: the Office Manager is aware of this 
and has been chasing recovery with a promise received of payment in the next few days – we 
shall check to ensure this has been received at the time of our final visit. 
 
We have again reviewed the detailed nominal income transaction reports for the full financial 
year, ensuring that, as far as we may reasonably be expected to ascertain, all fees due are being 
paid in a timely manner with no issues arising. 
 
Finally in this area for the year, we have updated our analysis of income across the various 
nominal account code headings, with no significant or unanticipated variances noted. 
 
Conclusions 
 
No significant concerns have been identified in this area: we also note that the scales of fees 
and charges have been formally considered by the Council with increases agreed for 
implementation with effect from 1st April 2017. 
 
Petty Cash Account 
 
The Council operates a limited petty cash account to defray sundry administrative expenses: the 
account is “topped up” as and when required with “round sum” cash withdrawals through the 
Barclays cash-point card. We are required, as part of the Annual Return certification process, to 
consider the effectiveness of the Council’s controls over any petty cash account or other cash 
holding in use. 
 
We note that the FO maintains a monthly spreadsheet based cashbook to record these 
transactions and consequently checked and agreed a sample of payments between 1st August 
2016 and the date of our first interim visit ensuring that each individual payment was supported 
by an appropriate trade invoice or till receipt; that VAT was identified for recovery and that an 
independent officer periodically ensured verifies the physical cash balance held to the supporting 
record. 
 
We also checked the physical cash held at the time of our first visit, agreeing that to the 
underlying spreadsheet records.  
 
Conclusions  
 
There are no issues arising in this area to warrant formal recommendation, although we noted 
one or two instances where recoverable VAT had been incurred on payments in our test 
sample, but had not been identified on the monthly spreadsheet “cashbook” detail. We have 
drawn this to the attention of the Office Manager who has agreed to ensure that, in future, the 
detail would be identified when entering the payment detail to the Omega accounting records. 
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Review of Salaries 
 
In examining the Council’s payroll function, we aim to confirm that extant legislation is being 
appropriately observed as regards adherence to the Employee Rights Act 1998 and 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, as last amended from 1st April 2015 with regard to employee 
contribution percentages. We have consequently, by reference to the October 2016 payroll detail:  

 Ensured that the Council reviews and approves pay scales for staff annually, noting that 
the NJC award for 2016-17 was approved for implementation; 

 Noted that the processing of the Council’s monthly payroll continues to be undertaken 
“in house” utilising bespoke Quicken software; 

 Examined a sample of four staffs’ personnel files ensuring that an appropriate 
employment contract is in place; 

 Ensured that salary payments have been accurately processed for each employee agreeing 
gross pay for October 2016 to the Council’s approved NJC pay scale spinal point and 
basic working hours; 

 Ensured that Income tax and NI deductions from employees’ and employer’s NI 
contributions are calculated accurately;  

 Ensured that superannuation deductions and employer’s contributions have also been 
calculated appropriately, ensuring compliance with the employees’ percentage scale of 
deductions applying from 1st April 2015;  

 Examined the time sheets supporting the payment of overtime / enhanced hours in 
October 2016 to various employees ensuring that they are appropriately approved for 
payment and that accurate payments are made accordingly; and 

 Verified the accurate payment of net pay to individual staff members and the payments 
made to HMRC and the pension fund administrators in respect of the September 2016 
salaries. 

 
Conclusions 
 
We are pleased to record that no issues have been identified in this area warranting formal 
comment or recommendation. 
 
Fixed Assets 
 
The Governance and Accountability Manual (G&AM) requires all Councils to establish and 
maintain formal asset registers. We are again pleased to acknowledge the existence of a suitable 
register, detail of which has been provided as part of the working papers for the Statement of 
Accounts. 
 
As recorded previously, the G&AM advice has been updated in this area, with best practice now 
considered to be that all assets should be held in the registers at cost (or “proxy cost” at the time 
where the original is not known) in perpetuity with no depreciation charges or insurance policy 
“inflation”.  
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We are pleased to note that this approach continues to be adopted at Marlborough: whilst we are 
pleased to note that the register has been updated to include the 2 new flats acquired during 
2016-17, there have been a few other new assets acquired, such as play equipment at the Orchard 
Rd play area, which have not been included in the register. We have discussed this with the 
Town Clerk and understand that a full review of the content of the register has been agreed by 
the Council for 2017-18 and will then pick up on any such omissions. 
 
Several of our clients have developed photographic records of their street furniture and similar 
assets, which we consider a further example of best practice, as, we understand, that where the 
need has arisen such photographic records have smoothed the process where an insurance 
reclaim has been pursued. We suggest that such a register be developed as part of the intended 
2017-18 full review of the asset register. We also suggest that the register should, where 
appropriate information is available or relevant, identify the date of acquisition, where the assets 
are held, the nominal cost (as currently recorded) and, also where applicable, the insured value. 
  
Conclusions and recommendation 
 
As indicated above, we note the intention to undertake a full review of the Council’s asset 
register during 2017-18, which should help ensure that all Council assets are identified and 
recorded in future, ideally including the individual items’ information as detailed above.  
 
R4. In reviewing and updating the asset register in 2017-18, consideration should be given to 

the development of a photographic register.    
 
Investments and Loans 
 
Our objectives here are to ensure that the Council is investing “surplus funds”, be they held 
temporarily or on a longer term basis, in appropriate banking and investment institutions, that an 
appropriate investment policy is in place, that the Council is obtaining the best rate of return on 
any such investments made, that interest earned is brought to account correctly and appropriately 
in the accounting records. 
 
The Council has no funds placed in investments currently, all funds being held in two deposit 
accounts with interest earned added quarterly. We noted previously that the Clerk and members 
were considering future “investment” possibilities with a view to maximising the revenue raised. 
With the recent change in legislation to include councils in the Government “compensation” 
scheme in the event of a bank failing up to £75,000, we again suggest that fairly urgent 
consideration be given to alternative “investment” opportunities in order to ensure interest 
earning potential is maximised. 
 
We note that the Council has no loans either repayable by or to it currently. 
 
Conclusions 
 
No issues arise at present warranting formal comment, although, as indicated above, we 
consider that the Council should now be taking positive steps to ensure earned interest on 
surplus funds is maximised. 
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Statement of Accounts and Annual Return 
 
As in previous years, a contractor from RBS, the accounting software supplier, has attended the 
Council to assist the Finance Officer with the year-end closedown and production of supporting 
documentation such as the detailed Income and Expenditure Statement, Notes to Accounts and 
Annual Return detail. 
 
We have checked and agreed the content of the Annual Return from the underlying Trial Balance 
and other appropriate documentation, subject to the need to reflect in the Annual Return the 
oversight in relation to the Base Rate tracker account interest applied by the bank in March 2017: 
we have also examined the approach to the identification of debtors and creditors at the financial 
year-end with no issues arising. 
 
As recorded in the opening overall conclusion to this report, we have duly “signed off the 
Internal Audit Certificate in the Annual Return assigning positive assurances in each relevant 
area. 
 
Conclusions 
 
There are no issues arising in this area to warrant formal recommendation. 
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Rec. 
No. 

Recommendation Response 

Review of Expenditure  

R1 In line with best practice, bank reconciliations should be subjected to independent and evidenced 
scrutiny by a nominated councillor. 
 

Noted and being actioned appropriately. 

R2 In order to safeguard its position with HMRC, the Council should arrange for a “VAT Partial 
Exemption” calculation to be undertaken. 
 

Noted and being actioned appropriately. 

Budgetary Control & Reserves  

R3 The minutes approving and adopting the annual precept should identify its value as a total sum, 
rather than just as a Band D equivalent. 
 

This has been minuted retrospectively at a subsequent 
meeting. 

Asset Registers  

R4 In reviewing and updating the asset register in 2017-18, consideration should be given to the 
development of a photographic register.    
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