
 

 

APPENDIX 7 
Quorn Parish Council – Tuesday, 4th May 2021 

 
Report of the Clerk 

 
RE: ANNUAL REVIEW OF INTERNAL CONTROLS 

 
In accordance with the current Accounts and Audit Regulations, on 26th April 2021 the Finance 
and General Purposes Committee reviewed the Council’s internal financial controls and 
associated documentation. 
 
(a) Financial Regulations – this is the Council’s primary financial control document.  The 

NALC Model Financial Regulations were adopted in March 2016 and will be the subject 
of the Council’s annual review of internal controls in April 2021.  The effectiveness of the 
internal controls is tested by the Councils’ appointed internal auditor against a defined 
set of criteria (Addendum 2). 
 

(b) Banking arrangements – the Council’s general reserves are held in a Business 
Reserve account and revenue funds are held in a Business Current Account.  

 
The Council has put in place measure administrative rights for the accounts to be 
reviewed on-line and authorization procedures to allow electronic payments to be made. 

 
(c) Risk Assessment – the Council’s Risk Assessment Register has been reviewed and 

updated. 
 
(d) Asset Register - the Council’s Asset Register has been reviewed and updated. 

 
(e) Insurance – The Council’s insurance schedule has been reviewed and updated. 

 
(f) Annual Governance Statement 
[Numbers below refer to Section 1 of the Annual Return] 

 

1. By formally approving its accounts the Council asserts that it has prepared the 
accounts in the way prescribed by law and in accordance with proper practices – 
this is to be confirmed by the RFO at the Council meeting approving the 
accounts. 

2. At its meeting on 26th April 2021, the Finance and General Purposes Committee 
reviewed the Council’s internal controls against a checklist (Addendum 1) and 
reviewed its banking arrangements, financial regulations and general and 
earmarked reserves.  Internal audit testing of conformance is part of the Council’s 
procedures (Addendum 2). 

3. The RFO and Finance and General Purposes Committee confirm that Council has 
only done those things it has legal powers to do. 

4. The RFO has ensured that members of the public have been allowed to exercise 
their rights in accordance with the Accounts and Audit Regulations. 

5. At its meeting on 26th April 2021, the Finance and General Purposes Committee 
reviewed and updated the Council’s Financial Regulations, Risk Assessment 
Register, insurance schedule and Asset Register with a recommendation to Council 
to endorse. 

6. The RFO and Finance and General Purposes Committee confirm that an 



 

 

adequate and effective system of internal auditing of its accounting system and 
records has been maintained throughout the year. 

7. There are no outstanding unaddressed matters raised in reports by internal or 
external audit. 

8. The RFO and Finance and General Purposes Committee are not aware of any 
pending litigation, liabilities or commitments, events or transactions which would 
have a financial impact on the Council. 

9. Not relevant 

 
Recommendations to Council 

 
i) that Council approves the revised Financial Regulations, Risk Assessment Register, 

Asset Register and Insurance Schedule. 

ii) that Council accepts the Finance and General Purposes Committee’s Annual 
Governance review and report. 

 



 

 

Addendum 1 

Review of Internal Controls 

 

The Council’s internal controls are reviewed by use of a checklist of questions. The criteria 
are themselves subject to regular review. 

The process is designed to ensure: 

 That the Council has appointed an independent and competent Internal Auditor to 
monitor the Council’s accounting standards, procedures, budgeting processes and to 
audit its annual accounts. 

- Has Council appointed an internal auditor at its AGM in May? 

- Has the Council satisfied itself that the auditor is independent and 
competent?  

- Has the Council defined the scope of the internal audit testing required? 

 That all matters raised by the internal and external auditors, and their annual 
reports, are brought to the attention of Council and are properly addressed. 

- Have all recommendations and actions arising from reports by the Internal 
and External Auditors been addressed? 

- Has any opinion expressed on accounting or other financial 
matters been recorded? 

 That the results of any investigations by the internal auditor made at the request of 
Council, or instigated by the internal auditor, are actioned. 

- Have any investigations been requested by Council or instigated by the 
Internal Auditor and have these been reported and followed up? 

 That the Council has appointed a competent Responsible Financial Officer (RFO) to  

(a) maintain the cash book and accounts,  

(b) manage the staff payroll,  

(c) prepare a draft annual budget  

(d) provide regular financial reports and bank reconciliations for Council,  

(e) maintain the Council’s asset register,  

(f) manage procurement and  

(g) prepare an annual risk assessment 

 That the Council has only done those things for which it has legal powers, and in 
doing so has acted in accordance with the Codes of Practice and Conduct it has 
agreed to abide by. 

- Has the Council appointed an RFO? 

- Is the RFO fully able to undertake all aspects of the post, or is any further 
training or personal development required? 

- Has the Council and its Committees received regular financial reports 
throughout the year? 

- Have these reports been used effectively to review income and expenditure 
against the approved budget? 



 

 

- Are the Internal Auditor and the Finance and General Purposes Committee 
satisfied that all the Council’s financial transactions have been properly 
recorded? 

- Has the clerk/RFO ensured that all activities by Council are legal and in 
accordance with Codes of Conduct and Practice? 

- Is the asset register accurate and up to date? 

- Has the risk assessment register been reviewed and updated? 

 that the Council’s Financial Regulations are appropriate for purpose, regularly 
reviewed and updated, and applied rigorously. 

- Has the Finance Committee reviewed the Council’s Financial Regulations and 
placed any proposed amendments before Council for approval? 

- Has the RFO ensured conformity with the Council’s Financial Regulations and 
Standing Orders? 

 that annual accounts are properly prepared and audited. 

- Have the accounts been prepared according to the NALC Practitioners Guide 
and the current Accounts and Audit Regulations and audited? 

 that Council has satisfied itself that the governance criteria on the Annual Return have been 
met. 

- Are the Internal Auditor and the Finance and General Purposes Committee 
satisfied that all the Annual Return criteria have been met? 



 

 

 
Proper 
Bookkeeping 

Scope of Internal Audit Addendum 2 

- Is the cashbook maintained and up to date? 

- Is the cashbook arithmetic correct? 

- Is the cashbook regularly balanced? 

Standards and Controls 

- Has the Council formally adopted standing orders and financial regulations? 

- Has a Responsible Financial Officer been appointed with specified duties? 

- Have items or services above a de minimis amount been competitively purchased? 

- Are payments in the cash book supported by invoices, authorised and minuted? 

- Has VAT on payments been identified, recorded and reclaimed? 

- Is grant expenditure separately recorded? 

Risk management 

- Does a scan of the minutes identify any unusual financial activity? 

- Do the minutes record the Council carrying out an annual risk assessment? 

- Is insurance cover appropriate and adequate? 

- Are internal financial controls documented and regularly reviewed? 

Budgetary Control 

- Has the Council prepared an annual budget in support of its precept? 

- Is actual expenditure against budget regularly reported to Council? 

- Are there any significant unexplained variances from budget? 

Income Controls 
- Is income (including Village Hall and Old School hiring fees and deposits) 

properly recorded and promptly banked? 

- Does the precept recorded in the cashbook agree to CBC’s notification? 

- Are security controls over cash adequate and effective? 

Payroll 

- Do salaries paid agree with those approved by Council? 

- Has PAYE/NIC been properly operated by the Council as an employer? 

Assets 
- Is the Council’s asset register up to date and are the valuations reasonable? 

Bank Reconciliation 

- Is bank reconciliation carried out on the receipt of statements? 

- Are there any unexplained balancing entries in any reconciliation? 

Year end 
- Are year-end accounts prepared in accordance with the current Accounts and Audit 

Regulations? 

- Do the accounts agree with the cash book? 

- Is there an audit trail from underlying financial records to the accounts? 

- Where appropriate have debtors and creditors been recorded? 


