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1.0 INTRODUCTION

Legislative Framework

Regulation 4 of the Accounts and Audit Regulations (2003) required audited bodies to conduct a review at least once a year of the effectiveness of its system of internal control and publish a statement on internal control (statement of assurance) each year with the body’s financial statements.

The Accounts and Audit (Amendment) (England) Regulations 2006 came into force on 1 April 2006.  Whilst many of the amendments clarify or correct elements of the 2003 Regulations, two of the amended regulations in particular have an impact on the process for preparing the annual statement of assurance.
These are;

a) Regulation 4 requires that the findings of the review of internal control should be considered by a committee of the relevant body, or by members of the body meeting as a whole.

b) Regulation 6 requires bodies to review the effectiveness of their system of internal audit once a year and for the findings to be considered by a committee of the body, or the body as a whole, as part of the consideration of the system of internal control referred to in Regulation 4.  Taken together these amendments have necessitated a revision of the guidance issued to practitioners in smaller relevant bodies
Review of systems of internal control: this does not require the establishment of an audit committee to carry out the review.

Review of internal audit: guidance says that this process is also part of the wider annual review of the effectiveness of the system of internal control.

Billingham Town Council (hereinafter referred to as ‘the Council’) has had internal and external audits carried out on its accounts for a number of years. Given the requirement to fulfil the above regulations the process for the carrying out of audits is to be formalised into a written procedure.

It is noted that due to this council being of only limited size i.e. 15 voluntary unpaid members and three employees, the Executive Officer, Office Co-ordinator and community Development Officer it may be very difficult to follow exactly the requirements of the Regulations.

2.0 DOCUMENTATION

Accounting Practices shall be carried out in accordance with the document entitled ‘Governance and Accountability in Local Councils in England and Wales – a Practitioners Guide 2008 published jointly by the National Association of Local Clerks (NALC) and the Society of Local Councils (SLCC).  
3.0 SYSTEM OF INTERNAL AUDIT
Scope of Internal Audit
The scope and extent of testing of the Council’s internal controls required in order that an adequate level of assurance may be obtained by the Council and for the internal auditor to be able to complete his/her Annual Report, shall be carried out using the checklist contained in Appendix 9 of Practitioners Guide 2008 referred to above. 

Internal Auditors 
The Council will source the internal auditor externally to ensure the following standards are met:

· Independence Auditor does not have any other role within the Council
· Competence No evidence that internal audit work has not been carried out ethically, with integrity and objectivity

An arrangement will be made for the Clerk of a neighbouring local Council to carry out the internal audit. This arrangement will be made with a number of Councils as the same clerk should not carry out our internal audit for more than two successive years.  In addition, the Internal Auditor shall not be from a Council audited by this Council’s Clerk in the same financial year.
The list of Clerks with whom this has been arranged is as follows:


P. Joiner

Clerk to Preston Parish Council


Mrs C. Whitehead
Clerk to Egglescliffe and Eaglescliffe Council

Mrs P Hall

Clerk to Ingleby Barwick Town Council
The Council will ensure that the following standards are met:

Relationships Responsible officers (Clerk, RFO etc) are consulted on the

   internal audit plan and on the scope of each audit.

   Responsibilities for officers and internal audit are known in

   relation to internal control, risk management and fraud and

   corruption matters.

   The responsibilities of Council members are understood.

Audit Planning and Reporting The Audit Plan/Procedure properly takes
         account of corporate risk.





        The Plan/Procedure has been approved by
         the Council.





         Internal Audit has reported in accordance

                                                    with the Plan/Procedure.

4.0 RELEVANT DATES

The Council’s year end is 31 March. The Executive Officer/RFO will complete the accounts for the year as soon as practicable after 31st March.  The accounts and all related documents will then be submitted to the Internal Auditor as soon as practicable after the year end accounts have been completed.  The Annual Return for the External Auditor including Statement of Accounts, Annual Governance Statement and Annual Internal Audit Report will be completed and submitted at a date agreed with them.  
5.0 EXTERNAL AUDIT

The Audit Commission has appointed BDO Stoy Hayward LLP as auditor to Billingham Town Council.  The appointment covers the audit of the accounts for the financial years 2007/08 to 2011/12.  The external auditor details are as follows:


BDO Stoy Hayward LLP


Arcadia House


Maritime Walk



Ocean Village



Southampton



SO14 3TL
6.0 AUDIT TRAIL

Internal Controls

The Council will have the following internal controls in place:

· Proper bookkeeping

· Financial Regulations: Standing Orders & Payment Controls
· Risk Management Arrangements

· Budgetary Controls

· Income Controls

· Petty Cash Procedures 
· Payroll Controls

· Assets Controls

· Bank Reconciliation

· Year-End Procedures

Audit Process

Following the completion of the annual accounts by the Executive Officer/RFO the accounts will be issued to the Internal Auditor to carry out the audit exercise. The Internal Auditor will produce a report into the state of the accounts.  If the accounts are satisfactory no further action is required of the Internal Auditor and the Executive Officer/RFO will inform the Council.  Should there be any discrepancies reported by the Internal Auditor these will be jointly investigated by the Executive Officer/RFO and the Council until resolved.  The accounts will then, if necessary, be re-issued to the Internal Auditor for final scrutiny and re-issue of report.
Following a satisfactory report from the Internal Auditor the accounts will be issued to the External Auditor along with all relevant information, at a date advised by them.  The External Auditor will then produce a report into the state of the accounts.  Should there be any issues raised they will be dealt with as per the required procedure.  Completion of the audit will be reported to the Council.
7.0 RECORDS

The Executive Officer will hold copies of the annual accounts together with copies of both the Internal and External Auditor’s reports for a minimum period of ten years.
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