Keith Robertson
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EDENBRIDGE TOWN COUNCIL

Interim Internal Audit Report October 2024

Introduction

In accordance with the Internal Audit Plan, procedures primarily focussed on the reporting of financial
results vs budget and the adequacy of reserves were tested No substantive tests were completed,
these will take place during the year end audit.

The tests were to the standards and practices defined in the Governance and Accountability for Smaller
Authorities published for the 2024-25 year and meet the needs of the Council. | confirm that | do not
have any role within the Council and have carried out my duties without bias.

The audit was completed on 30™ October 2024 at the Council’s office with the Clerk/RFO. No issues
were found that require attention within the scope of the audit. The report below highlights the findings
of the audit with reference to the Internal Control Objectives and Governance Statements in the Annual
Return

The areas within which procedures were tested are:

Internal Audit test area Tested | Result
Y/N
A: Appropriate Accounting Records. No Will be tested at year end.
B: Financial Regulations, Yes Tested SO & FR with reference to procurement limits.
documentation, and approvals Processes are adequate. Other documentation and
approvals will form part of the year end test.
C: Risk No Will be tested at year end
D: Budgeting & Precept Yes The processes are adequate. Some suggestions for
improvement are noted in the report below.
E: Receipts No Will be tested at year end.
F: Petty Cash No Will be tested at year end
G: Employee Costs No Will be tested at year end.
H: Assets No Will be tested at year end
I: Bank Reconciliations No Will be tested at year end.
J: Accounting Statements No Will be tested at year end
K: Limited Assurance Review Yes Not applicable
Exemption
L: Transparency data publication Yes Meets Govt requirements
M: Exercise of Public Rights Yes Meets Govt requirements
N: AGAR Publication requirements Yes Meets Govt requirements
O: Trustees & Charity reporting Yes Meets Govt requirements
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A.

B.

B.1

D.2

D.3

D.4

D.5

D.6

D.7

Appropriate Accounting Records. Not in scope for this audit.
Financial Regulations, documentation, and approvals.

The Financial Regulations were updated to the new NALC model regs (April 2024) and
these were adopted by Council at its October meeting. The Standing Orders were updated
to align with and reflect these.

Risk. Not in scope for this audit.

Budgeting, Reporting & Precept.

The Council holds reserves of just under £1 million pounds including CiL funds of £175K.
This audit focussed on the processes and documentation used to report actual income,
spend and reserves vs budget, and the processes around assessing what an appropriate
reserve (excluding CiL) level may be when setting the budget and the precept for future
years. The statements below suggest some areas where reporting could be improved while
noting that that current reporting is adequate.

The RFO & Clerk prepare extensive reports of actual I&E vs budget and reserve levels.
These are reported to the finance committee and to other committees (e.g Open Spaces)
on a regular basis. The reports are well presented and provide the information needed by
the Council to assess its financial position vs budget, balance sheet and its reserve levels.
A review of the reserves movements and balances grid used to forecast and budget for
reserves was completed with some ideas for reformatting explored.

There is a lot of detail in the financial reports but little or no textual information to highlight
any significant variances or trends. A brief overview in text form from the RFO to the
Finance Committee to highlight any key variance, trends or performance vs budget would
assist the Council to help to assess their financial position.

As at 30 Sept 2024 the earmarked reserves balances reported had not moved from the 1t
April opening position. It is noted that the RFO has updated these for Oct 2024. Updating
reserve movements (to include reporting of spend funded from reserves or receipts flowing
into reserves) more frequently would assist Councilors to assess the adequacy of reserve
levels. This is important given that the 10 & 30 year reserves do fund expenditure reported
in the I&E reports.

The reserves for 10 and 30 year projects/maintenance are the major part of the earmarked
reserve balance (excluding CIL). These reserve levels were assessed and set several
years ago. | suggest that a refresh of the adequacy of these reserves is needed to re-
establish for specific future projects, maintenance and contingency, what the appropriate
level of reserve levels is, taking into account the rate of depletion of these reserves over the
past 3 years.

It is noted that the general reserve is now at a “healthy” level (circa 40% of the precept).
While the Council will not want to reduce the general reserve to the levels of several years
ago they should note that the recent governance guidance is for Councils with higher levels
of income, such as this Council, to hold a lower percent of its precept as general reserves.
This does remain at the discretion of the Council. | suggest that the rationale for holding the
general reserve at a specific level is published as part of the budget process for 2025-26

Receipts— Not in scope for this audit.

Petty Cash — Not in scope for this audit.
Employee Costs— Not in scope for this audit.
Assets. Not in scope for this audit.

Bank Reconciliations. Not in scope for this audit.
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J. Accounting Statements. Not in scope for this audit.

K. Limited Assurance Review Exemption. Not applicable

L. Transparency code. This council complied with the publication requirements.

M. Exercise of Public Rights. The notification of public rights for 2023-24 was published in
and was compliant with the regulations.

N. AGAR Publication requirements. The Council correctly published the required documents
for 2023-24.

0. Trustees & Charity reporting. The Council will update its charity reports in November
2024.

Keith Robertson FCMA
Internal Auditor
30" October 2024
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