Audit Report & Risk Assessment on the Financial Systems’ internal controls of Denmead Parish Council for 2025/2026

(Period covered 01° April 2025 — 31% March 2026)

Prepared by the RFO — Jennie Hanman

Risk Assessment on the Financial Systems Internal Controls is a systematic general examination to enable the Council to identify potential risks inherent in
the place of practice and to then take the necessary steps to reduce or eliminate the risks, insofar as is practically possible. This document has been produced
to identify the areas reviewed, highlight any areas of possible high risk, evaluate the future management and control of the risks, and to then record all
findings. This document is produced in readiness for the annual Internal Audit. It is received and noted by Full Council and then signed off by the Internal
Auditors following completion of the Audit.

No. Internal Control Tests Detail
DPCO01 | CASHBOOK:
Maintained up to date The Cashbook is maintained and kept up to date using the Sage 50 Accounts
Professional Accounting Package v32.1.349.0 - Account Number 60311356. Serial
Number A835937. There are two Licences and the Package is renewed annually.
Arithmetically correct The Cashbook is arithmetically correct and undertakes a full analysis using Nominal
Codes totalled across all Budget headings.
Balanced on a regular basis The Cashbook is balanced following the end of each calendar month. Management
Accounts and the Bank Reconciliations are prepared monthly and circulated to the
Meetings of either Full Council or the Finance, Admin & Personnel Committee
(FA&P). The Accounts provide an analysis to date of all Income and Expenditure set
against the actual Budget allocations across all headings with all variances recorded
in both a numeric and percentage format.
Control of Risk — High — In the event of: Council employs the support of an IT company, QiC Systems Limited, who
Failure of IT system, Parishdocs or issues with the manage all their I'T matters. They are available during Council office hours and
SAGE Accounting programme can work onsite and remotely should a problem arise with the SAGE Accounting
programme or Council’s IT system. SAGE also provide a comprehensive, easily
accessible and reliable HELP system.
DPCO02 | STANDING ORDERS, FINANCIAL

REGULATIONS & BUDGETARY CONTROL:

Council ~ Formal Adoption of Standing Orders and
Financial Regulations

The Full Standing Orders were Adopted by Council at the Meeting held on 04
January 2023 (Minute Reference 131/22C)

Financial Regulations were reviewed, updated and Adopted at the Council Meeting
held on 12 June 2024 (Minute Reference 21/25C 1).

Responsible Financial Officer (RFO) ~ Appointment by
Council with specific duties

The RFO is a Statutory Office and is appointed by the Council. The RFO, acting
under the policy direction of the Council, administers the Council’s financial affairs
in accordance with proper practices. On behalf of the Council, the RFO determines
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the accounting records and control systems ensuring that they are observed,
maintained and kept up to date. The RFO, together with DCK Accounting

produce financial management information to Council. The RFO and DCK

complete the Annual Financial Statements of the Council, including the Council’s
AGAR (Annual Governance and Accountability Return) as soon as practicable after
the end of the financial year (31st March) and submits this for approval first by means
of an annual Internal Audit (Johnston Wood Roach), and then to an External Auditor
(BDO LLP).

Council’s banking arrangements, Bank Mandates & Variations and Fixed Term
Deposits are regularly reviewed for efficiency and effectiveness by the RFO in liaison
with the Parish Clerk. Any Variations and investment of funds are always

first discussed and Approved by Council and/or the FA&P Committee. All Mandate
instructions are progressed by the RFO thereafter.

VAT is reclaimed by the RFO and DCK on a quarterly basis using SAGE VAT
Digital Online and submitted via the HMRC Gateway. There are security measures in
place including a verification code which is sent to the RFO to enable the submission.
Payroll administration is carried out by the RFO on, or by, the 15" of each month to
ensure there is adequate time for submission and for the Salary payments to be
processed.

In the first instance the RFO prepares an analysis of Salary for each Employee
incorporating any Overtime, Sickness, First Aid, Call out & Standby payments, any
Pension (LGPS) & Tax Code adjustments and then submits the analysis for final sign
off by the Parish Clerk.

The Approved analysis is then submitted online by the RFO to Council’s Payroll
provider, James Todd & Co.

The RFO will make the payments to HMRC and Hampshire Pensions as instructed by
James Todd & Co in accordance with their Payroll Reports. All Payroll Reports and
Pay slips are received by the RFO via the secure Sage Online Bureau using a unique
log in, only known to the RFO, but noted in a secure manner for the Parish Clerk in
the event the RFO is absent from the office.

The RFO submits a monthly LGPS Remittance Advice to Hampshire Pensions to
provide a breakdown of the Contributions that total the payment that Council makes
that month.

The RFO completes an annual LGPS Return by the deadline imposed of 30" April
each Year using a template that is sent online via the Hampshire Pensions EOY team.

Control of Risks — High — In the event of:
Payroll function - RFO being absent from duty

The Parish Clerk will undertake payroll function in liaison with James Todd
& Co in the absence of the RFO due to the strict timelines imposed.
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Payment of Suppliers — RFO being absent from duty

Council is currently running a recruitment campaign to seek the appointment of
an RFO (to allow the current RFO to step down to Finance Assistant). This will
provide Council with an additional 15-20 hours per week RFO cover and serve
as an enhanced forward strategy for the Council.

The Parish Clerk can set up the payments for Suppliers to be authorised for
Release as they hold their own Bank cards

All items or services above a de minimis amount ~
competitively purchased

Budgetary Control and Authority to spend

A de minimis level is held by the Parish Clerk, and any Contracts exceeding this level
are subject to the normal tendering process which is set out in the Financial
Regulations in greater detail.

The Parish Clerk, in conjunction with the Chairman to Council or Chairman of
appropriate Committee may authorise expenditure up to £500 on revenue items
included for that allocation in the Approved Budget. (Financial Regulation 4.1). The
Parish Clerk may incur expenditure on behalf of the Council subject to a limit of
£2,000, which is deemed necessary to carry out any repair, replacement or other work
which is of such extreme urgency that it must be done at once, whether there is
budgetary provision for the expenditure or not. The Parish Clerk must then report the
action to the Council as soon as practicable thereafter. (Financial Regulation 4.5).

Expenditure on revenue items may be authorised up to the amounts included for that
class of expenditure within the Approved Budget and evidenced by a Minute. This
authority is to be determined by:
e The Council for all items over £5,000
e A duly delegated Committee of the Council for items over £500 or
e The Parish Clerk, in conjunction with Chairman of Council or Chairman of
the appropriate Committee, for any items below £500
e No expenditure may be authorised that will exceed the amount provided
within the Budget for that class of expenditure other than by Resolution of
the Council, or duly delegated Committee

DPCO03

PAYMENT CONTROLS:

Illegal activity or payments

All activities and payments are within the powers of the Parish Council and are
Governed by its Standing Orders, Regulations and Procedures.

Recorded in the Cashbook and supported by Invoices.
Authorised and Minuted as such.

Payment is made on receipt of validated Invoices. All Invoices for payment are
examined by the RFO to ensure arithmetical accuracy and the VAT element, where
applicable, and then allocated to the appropriate Budget heading. Purchase Orders,
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managed by the RFO, and whereby issued, are attached to the corresponding Invoice.
The RFO prepares an Orders for Payment with all details recorded from the Invoices
and Receipts and this is then tabled as an Agenda Item to be Formally received at
either the Council or FA&P Meetings. The Orders for Payment is Ratified/Approved
at these Meetings, signed by the Chairman, and recorded in the Minutes as so. It is
then held by the RFO on a master folder. Following Approval of the Orders for
Payment, all Invoices are signed off by 2 Councillors who are in attendance at the
Meeting.

Payment by Cheque (a rare occurrence since online banking has been introduced):
Following ratification at the Meeting, Cheques are signed by 2 Councillors who must
also initial the cheque counterfoil. A photocopy of the signed cheque is held with the
Invoice.

Payment Online:

The RFO (or Parish Clerk in their absence) creates the Bank online Payment
Transactions following Approval at the Council or FA&P Meeting and the payments
are released the following day following authorisation by a Delegated Member of
Council. Only two Delegated Members have the access to the Online banking to
authorise the payments before they are released by Lloyds (Account Number
23336468). The RFO and the Parish Clerk do not have any remit to release payments
and cannot do so as the Bank Mandate in place prohibits this.

The Chairman and Vice Chairman are signed up to Online banking as Full Delegated
Members. They have an individual unique Username and Password to access the
Online Banking which are only known to themselves, and these are not under the
control of the RFO nor the Parish Clerk.

When a payment is made for services such as Utilities, Equipment Leasing, Salaries,
or is required to avoid a charge to interest or to facilitate urgent delivery of goods and
the due date for payment is before the next scheduled Meeting, then steps can be
taken to settle such Invoices. A list of these payments is submitted to the next
appropriate Meeting of Council or FA&P on the Orders for Payment under
“Payments since the last Orders for Payment”.

The signed Invoices and original copy of the signed Orders for Payment are retained
by the RFO on a Master folder.

VAT on Payments ~ Identified, recorded, and reclaimed

VAT Number 107 794 747. VAT is verified and the detail recorded on the Orders for
Payment. VAT is coded separately within Sage. VAT is reclaimed by the RFO and
DCK on a quarterly basis and paid directly into the main Revenue Account with
Lloyds (Account Number 23336468, Sort Code 30-96-11) VAT Returns are
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undertaken and submitted to the HMRC Gateway using the SAGE VAT Digital
programme using a secure process to enable submission.

S.137 expenditure ~ Separately recorded and within
statutory limits

The s.137 expenditure is coded separately within the Sage Cashbook. A full summary
of Recipients and Grants are shown in the Year end Accounts and are within statutory
limits.

DPC04

FINANCIAL RISK MANAGEMENT:

Minutes ~ Identification of any unusual financial activity

Any special events are discussed at the Meetings of Council or FA&P and decisions
are recorded in the Minutes with a Budget established.

Minutes ~ Records the Council carrying out an Annual
Risk Assessment

The Minutes record this prior to financial year end at 31% March.

Insurance ~ Cover appropriate and adequate

Insurance cover is provided by Zurich Municipal for the standard local Council
aspects including the following Buildings: Ashling Pavilion, Sextons Hut,
Community Centre & Annexe (Policy No: YLL-2720443903) renewable annually on
01% October. Fidelity Guarantee cover is in place (All Members and Employees).
Motor vehicle cover is provided by Zurich (Policy No.YLL-2720845743), renewable
annually in October for the Truck, Vans, Kubota tractors, chipper & Stiga grass
cutter. Insurance cover is reviewed regularly to ensure adequate cover is in place and
competitively priced. The RFO notifies Zurich Municipal of any new Assets and
disposals of Assets as they occur.

Control of Risks — High — In the event of:
Insurance Renewal not reviewed and payment
subsequently not made prior to renewal date

Zurich Municipal email RFO/Parish Clerk to remind Council that their
Insurance renewals on both Policies are coming up for renewal and repeat those
reminders when a response has not been forthcoming from Council in the form
of acceptance of renewal or payment of the Insurance premiums.

Internal Financial Controls ~ Documented and reviewed
regularly

The Risk Assessment is updated and reviewed regularly by the RFO. This is signed
off annually by the RFO and Internal Auditor as part of the Internal Audit and noted
as so by either Council or FA&P at the Meeting prior to close of the financial year on

31% March each iear.

Preparation of an Annual Budget in support of its Precept

Budget preparation is undertaken annually between September and October each year
by individual Committees. An Informal Budget setting Meeting takes place mid-
November with all available Councillors, RFO and the Parish Clerk in attendance.
Using input extracted from the Informal Budget Meeting, the Final Budget is
discussed, reviewed, and established. The Final Budget is ratified at the Council
Meeting held thereafter, with the Precept request subsequently submitted online by
the RFO to Winchester City Council in January, or earlier if it is established.

Actual Expenditure against Budget ~ Regularly reported
to the Council

Monthly Financial Management reports are prepared from the Sage Cashbook by the
RFO and DCK noting any variances within Budget and then circulated to all
Councillors on a monthly basis.
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Significant and unexplained variances on Budget ~ Any virement between Budget heads is noted in the Minutes and recorded for the
Method of recording relevant Committee.

Income ~ Properly recorded and promptly banked All Income, received by cheque or cash directly into the Parish Office, is promptly
banked by the RFO with the Co-operative Bank (Account Number 6580791).

All Income is receipted and logged in the Cashbook. Invoices and Receipts are issued
by the RFO and Committee Clerks for the hiring of the Pavilion and sports pitches for
games and training, storage containers, hiring of Heath Field, hiring of Kidmore Field
for events organised by the Archery Club and Scouts. The Tennis Club, Scouts and
Pre-school pay Rent on an annual Invoice. The RFO issues Invoices and Receipts for
the hiring of premises, owned by Denmead Parish Council, to both Denmead
Community Centre on a Quarterly basis and Denmead Daycare on a Monthly basis.
Income for the Burial Ground, including that received from Funeral Directors is
logged, receipted, and banked.

Precept ~ Recorded in the Cashbook and agreed to Two equal payments, totalling the full Precept, are received annually in April and
WCC’s notification September respectively, and paid directly into Lloyds (Account Number 23336468,
Sort Code 30-96-11) A Remittance Advice is provided by Winchester City Council to
confirm issue and amount.

Cash Security controls ~Considered adequate and Petty Cash was abolished on 03.11.2021. Minute Reference 079/22FAP (4). Any cash

effective if ever rarely received for printing of documentation etc is locked away and banked
bi the RFO when the level reaches aﬁﬁroximateli £5.00.

Salaries ~ Salaries paid should agree with those A Payroll company (James Todd & Co Limited) provide full Payroll function for

Approved by the Council Staff Salaries, which are paid monthly by BACS on the 26" of each Month, or nearest

to this in the event of a weekend or Bank Holiday, as per Contracts of Employment.
Salaries are reviewed, as part of the Budget setting process, mindful of the NALC pay
scales which are published on an annual basis. Pay Scales and any arrears of pay are
ratified annually by Council. All documentation provided by the Payroll company
and Hampshire Pensions is held by the RFO in a secure locked metal cabinet. The
Parish Clerk is solely responsible for the Personnel records which are held in a secure
locked metal cabinet within their office.

Other payments to the Clerk to the Council ~ Considered | Mileage for training courses and other approved duties are reimbursed to the Parish
reasonable and Approved by the Council Clerk on a monthly basis when there is a requirement to do so. These payments are
supported by a claim form and parking tickets (when applicable).

PAYE/NIC ~ Duties properly operated and discharged by | PAYE/NIC/Pension payments are calculated by James Todd & Co Limited, and

the Council as an Employer monthly payments are then issued to the Inland Revenue (PAYE/NI Contributions)

6




and Hampshire County Council (Pensions) by the RFO. A Remittance Advice for the
monthly Pension Contributions is submitted online by the RFO to the Hampshire
Pension Fund prior to the payment being made by the 19" of each following month.
An Annual Pension Return is submitted online by secure means by the RFO before
the deadline of 30™ of April each year to Hampshire Pension Fund recording all
contributions for all Employees included within the LGPS. All Starter and Leaver
forms are completed by the RFO for both James Todd & Co and the LGPS. All
records are held by the RFO in a secure locked cabinet.

Control of Risks — High — In the event of:
Payroll function - RFO being absent from duty

Asset Register ~ Council to keep a record of all material
Assets owned

Please refer to DPC02 Risk Management

The Asset Register is detailed in line with the Inventory list, detailing Purchase costs
and Sums Insured. This Register is updated by the RFO, in liaison with the Grounds
staff, throughout the year noting new purchases and any disposals. The only change
in Box 9 on the Annual Return (AGAR) will be because of additions or disposals of
Assets within the financial year and any addition of new funds invested on a Long-
Term basis (more than 12 months).

Parish Councils do not operate on a depreciation basis.

Asset and Investments Registers ~ Kept up to date

Both Asset and Investment Registers are kept up to date and the sums recorded on the
AGAR. The Council adopts the commonly used method of Fixed Asset valuation for
first registration on the Asset Register as the acquisition cost. This means that once
recorded in the Asset Register, the recorded value of the Asset will not change from
year to year, unless it is materially enhanced. Commercial concepts of Depreciation,
Impairment Adjustments, and Revaluation are not required or appropriate for this
method of Asset valuation. For reporting purposes therefore, the original value of
Fixed Assets will stay constant throughout their life until disposal.

Asset Insurance Valuations and Sums Insured ~ To
Agree with those recorded in the Asset Register

Bank Reconciliation ~ To undertake regularly for each
Bank account

The Insurance Valuations and Sums Insured agree with the Asset Register.

A monthly Bank reconciliation is produced for both Lloyds Bank Account Number
23336468 and The Co-operative Bank Account Number 65807918 by the RFO and
DCK.

Bank Reconciliation ~ To be carried out regularly on
receipt of Bank Statements

Monthly Bank reconciliations are performed by the RFO and DCK using the SAGE
Accounting programme and are signed off together with the Bank Statements by the
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Chairman at either the Council or FA&P Meeting. The original signed copies of both
Bank Statements and Reconciliations are retained on master folders held by the RFO.

Unexplained balancing entries in any Reconciliation ~
Method of recording

Preparation of Year-end Management Accounts

Any adjustments for Bank charges/unpaid or written back cheques/revenue or
Account Gross Interest are formally entered in the Sage Cashbook and cross-
referenced to the Bank statements.

An Income and Expenditure basis is used, and the Year End Accounts agree to the
SAGE Cashbook Nominal figures.

To ensure that there is an Audit Trail from underlying
financial records to the Accounts

Income: Each cheque when received, in addition to the Bank paying-in slip, are
photocopied and attached to the corresponding Customer Invoice and Receipt. If a
cash/direct Bank payment is received, then a copy of the Bank Statement highlighting
the payment is retained. Precept notification is retained on the master Income folder
together with the Remittance Advice received from WCC. A copy of the Orders for
Payment noting the Receipts is retained at the front of the master Income folder
which is held by the RFO.

Expenditure: Delivery notes and Purchase Orders, when issued, are attached to the
corresponding Supplier Invoice. For payment by cheque, 2 Councillors sign the
Invoice and initial the cheque counterfoil. The cheque numbers are noted on the
Invoice. Each cheque, once signed, is photocopied and then attached to the Invoice
and retained by the RFO on a master Expenditure folder. A copy of the Orders for
Payment and Bank online Payment Schedule is retained at the front of the master
Expenditure folder.

Security of Cheque books, Debit cards, Pin Sentry
machines and corresponding sensitive documentation ~
Method of storage

All sensitive documentation including Cheque books, Debit cards and Pin Sentry
machines are held by the RFO in a locked metal cabinet. The Parish Clerk is
responsible for securing their own Lloyds and Co-operative Debit Cards and Pin
Sentry machines. All RFO Passwords and Pins have been recorded and put into a
sealed envelope and given to the Parish Clerk in the event that the RFO is deemed
unable to carry out their duties due to absence from post. The RFO Passwords and
Pins have also been recorded, put into a sealed envelope and securely stored in the
RFO’s locked filing cabinet in their Office.

Debtors and Creditors ~ Recorded in the Financial
Accounts

Debtors and Creditors are located from the SAGE reports and entered in the final
Accounts.

Information, Communication & Compliance

Following the Conclusion of Audit, the Accounts are open to public examination each
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year as a requirement by the Accounting and Audit Regulations. A Notice of Public
Rights & Publication for the year is displayed on the Council’s Website to this effect.
The Annual Report (AGAR) and relevant supporting documentation is also displayed
on the Council’s Website.

Accuracy & Legality

Agendas and Minutes are produced and displayed in the prescribed method and
adhere to the legal requirements and best practice guidelines. Minutes are Approved
at the subsequent Meeting of either Council or Committee, whichever is appropriate
and the Master copies are held by the Parish Clerk. All Master copies of Minutes are
subject to review by the Council’s Internal Audit which is conducted on an annual
basis.

Business Conduct

Compliance with GDPR

Policy and Provision

Conflict of Interests

Business conducted at Council Meetings by both Members and Officers in
attendance, must adhere to the Council Code of Conduct as stated in Council’s
Standing Orders

The Council is Registered with the ICO. Reference Number ICO Z2993298. This is
renewed on an annual basis.

The Council conforms with the Freedom of Information Act and responds to
individual requests in accordance with same. The Council has Adopted the Model
Publication Scheme which is displayed on the Council’s Website.

It is the Members responsibility to declare any Interests. There is an Agenda Item
tabled at the beginning of every Meeting to facilitate this but Declarations of Interests
can be provided at any time prior to the Agenda Item being discussed.

Register of Members Interests

Quotations, Tendering & awarding of Contracts

Recording of usage

Members have a responsibility to update the records held on the Register when their
circumstances change.

The Council has Financial Regulations and a Procurement Policy in place that define
the requirements for the Tendering, awarding and monitoring of Contracts.

There is a Logbook with a supply of postage stamps held in a secure cabinet within
the Parish Office. The RFO also holds a small amount of postage stamps held in a
secure cabinet and records their usage on an excel spreadsheet on Parishdocs. The
purchase of postage stamps is recorded in the same manner as all other Council
expenditure.
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SIGNED: JBV\/V\;{,& HANWMLAWN Responsible Financial Officer (Mrs Jennie Hanman)
DATED: 05.02.2026

SIGNED: .. JOHNSTON WOOD ROACH

10



