72 Black Rose Solutions Limited

74 Leacroft Road
Penkridge

Staffs

ST19 5BU

0781 321 7576
sandie.morris@blackrosesolutions.co.uk

30t May 2024

Dear Rachael,

Wombourne Parish Council — Internal Audit 2023/24

| confirm that | have carried out an examination of your accounts and procedures, in line with
the Practitioners Guide 2023 and in accordance with the requirements of the Accounts and Au-
dit Regulations 2015. (See additional note on next page about the role of internal audit.)

| can state that | found no material errors, omissions or irregularities in your financial records
and | have no significant concerns about your internal control procedures.

Please refer to the enclosed report for further details of the audit work covered.
| would also confirm that | am totally independent of your Council and have no contact with any
Member or employee.

Yours sincerely,

S Movrls

Mrs Sandra Morris ACMA

Enc

Summary of Findings

Note about Scope of Internal Audit
Full Internal Audit Report
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Summary of Findings

Comments marked REC denote an issue recommended for action as it may affect the Internal Audit
response on the AGAR (Annual Governance and Accounting Return).

Comments marked note are included for reference or information.

Items referenced FR — relates to clause in the council’s financial regulations.

Items reference PG — relates to a clause in the practitioners Guide.

l. Periodic and year-end bank account reconciliations were properly carried | YES
out.
PG.1.3 e Where the authority has bank balances in excess of £100,000 it has an | ok
appropriate investment strategy.

The council's Investment policy states Note
The Parish Council will seek to protect surplus funds from loss by:

* Having regard to industry deposit protection schemes such as the Financial
Services Compensation Scheme

The council holds in excess of the protected levels with a single bank, this could
be considered as part of the Risk Assessment.

J. Accounting statements prepared during the year were prepared on the YES
correct accounting basis (receipts and payments or income and
expenditure), agreed to the cash book, supported by an adequate audit trail
from underlying records and where appropriate debtors and creditors were
properly recorded.

A few recharges of training fees had been netted off expenditure. You can only Note
net off if it is from the same supplier/customer - so they should have been
booked to Income.

PG 5.45 Where a refund is received from a third party (for example as part of an
insurance claim) the transactions are not linked and may not be “netted off”.
Upon enquiry from IA this has been corrected.

Black Rose Solutions Limited, Registered in England and Wales No. 6136400
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Note about purpose and scope of Internal Audit and improving councillor oversight.

| would draw your attention to the Practitioners Guide

4.4. It is not the purpose of either internal or external audit to detect or prevent fraud.

4.8. essential competencies to be sought from any internal audit service should include: understanding
the role of internal audit in reviewing systems rather than undertaking detailed checks that are more
appropriately the responsibility of management.

As your Internal auditor | review and test the systems of control, this will be through examining proce-
dure documents, discussion with staff and examining a selection of transactions, reconciliations, ap-
provals, publications etc.

| examine, test and report on risks based on my understanding of the council’s operations, my
knowledge of statutory requirements, best practice and issues that have arisen elsewhere — and any-
thing else that my instincts lead me towards. The Practitioners Guide contains a lot of information about
this.

This means there is a chance that | will detect errors and frauds, but there can be no guarantee.
There is a better chance that | will identify an opportunity to improve your control procedures.

For example - the only way for me to detect that a councillor who has approved an invoice or a recon-
ciliation has not properly checked it (perhaps just signed on trust or a brief glance) is if | find a discrep-
ancy. If | do not find a discrepancy, it does not guarantee that it was checked properly — but | have to
trust that the signature is in line with the policy.

The best chance of a council detecting errors and frauds is by councillors and staff being vigilant and
maintaining an enquiring mind about all financial transactions.

It is never an act of mistrust to ask for clarification or to seek further assurance.

It is too easy to “leave it to the expert” and feel silly for asking. It is essential that enough councillors un-
derstand the financial operations of the council and training should be sought if this is not the case.

Some simple examples of things that | check — and could also be checked by councillors (even occa-
sional check of this nature can assist in detecting fraud or error).

Opening/Closing Balances - When reviewing accounts, bank statements, reconciliations, you should
check the closing balance on the previous statement matches the opening balance on this one. Check
that the balances agree to an official document from the bank, print from the system etc. Check back to
an online statement if you have access.

Sequential Numbering - for sales receipts, invoices, cheques — verify that there are no numbers miss-
ing from the sequence — if so, seek explanation.

Transaction details — make sure that invoice details match the payment details and the bank state-
ment details. For new/unknown/irregular suppliers also verify the details from a secondary source —
website, companies house, VAT number checker etc.
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