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Tenterden Town Council

Interim Internal Audit Report for the year ended 31 March 2018

| am pleased to report to Members of the Tenterden Town Council (the “Council”), that | have
completed my interim internal audit of the Council’s records for the six-month period to 30 September
2017, following my audit visit on 30 October 2017.

Councillors should be aware that my work cannot be relied upon to identify the occasional omission or
insignificant error, nor do | actively seek evidence of breaches of trust or statute, neglect or fraud, which
may have taken place. It is the responsibility of the Councillors of the Council to guard against such
events, but if during my audit testing such events are discovered | am duty bound to disclose such
events to the Council.

I would like to take this opportunity to thank the Town Clerk, Mr Phil Burgess and Mrs Julie McCollum
(Accounts Clerk) for their assistance given to me during my audit visits.

Previous Audits:

External Audit 2016-17

The external auditor, PKF Littlejohn LLP, signed off Section 3 of the Annual Return for the year ended 31
March 2017 on 27 September 2017. There were no matters raised by the Auditor.

Year-end Internal Audit 2016-17

There were no issues raised at the year-end to follow up. The Report was reviewed by the Internal
Committee 29 August 2017 (Min 0080).

Interim Internal Audit 2017-18:
Findings

This visit concentrated on the payment of invoices and payroll arrangements linked to the accounting
arrangements. Other areas included the new Committee Structure, website, banking and insurance
arrangements.

Following my visit there are some observations | wish to bring to Members’ attention. There is a
separate template based on my Audit Plan with notes of my findings.

Budgetary Controls:

| have previously reported that the Council wanted to introduce the Participatory Budgeting concept
once the Tent 1 monies had been received. The External Committee at its meeting held on 9 October
2017 were provided with a “fact sheet” for the participatory budgeting process, which was resolved
subject to the addition of the public interest document and the newly agreed date for the first stage
Public Meeting to be held on 17 January 2018. The Council, has set aside £165,000 specifically to help
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smaller projects from the money received from the developers of the new housing estates around the
town. The fund is called the Community Chest. The source of the Fund is the “capital receipts” derived
from the sale of land owned by the Council and as such can ONLY be spent on “capital projects” that
have a useful life of more than 1 year, hopefully many years. Any on-going revenue costs associated
with the capital project will have to be funded from other sources. This important point has been added
to the Factsheets.

Support to Voluntary Organisations:

During my audit of the payments it came to my notice that the Council has been supporting various
organisations effectively avoiding paying VAT on goods and services. This is illegal and must stop
immediately. | have provided the Council staff with the names of the organisations that | found in my
sample: checks and they admitted that there were other similar instances, whereby the Council for
whatever reason had purchased the goods and services in the Council’s name (and thereby able to
reclaim the VAT back), but had either before or after accepted a payment from the individual or
organisation towards the cost of the goods and services. To account for this correctly if say the
purchase price was £500 plus VAT and the organisation had contributed £250 (i.e. 50%), then the
Council can ONLY claim back 50% of the VAT paid (i.e. on the 50% share of the payment made from
Council funds). This also applies to grant money received by the organisation to purchase equipment as
the grant money is the “organisations” NOT the Council’s. | have provided the Town Clerk with the VAT
advisory notices concerning this matter.

There is no way around this, the Council can only claim back VAT on payments made from the Council’s
funds including grants awarded to the Council.

Use of Capital Receipts:

The Town Clerk has sought financial advice from NALC (Derek Kemp NALC National Accounts
and Audit Adviser) concerning the use of “capital receipts” to fund some of the works identified
in a schedule of works to replace/repair parts of the Town Hall structure. The NALC Adviser
advised that “capital receipts” can only be used for the “acquisition or significant enhancement
of new fixed assets and/or the repayment of the capital element of borrowing”. He went on to
say that “It is unlikely, without prior permission from the Secretary of State, that necessary
repairs on the Town Hall (such as roof replacement) would be deemed to be capital.”

The applicable Capital Accounting Regulations, are not for the faint hearted! In a previous life |
and my staff at Swale BC had to deal with these regulations and interpret them. The
Regulations are complex to understand and have been supplemented with Codes of Practice
and Practitioner’s Guides to help the “practitioners” to account for the capital expenditure and
the funding of the expenditure correctly. | have sought advice from my former colleagues, who
have provided me with an extract from the Reference Manual for Practitioners on this subject
area.



The Manual describes category/definition of the capital spend, the recognition criteria (i.e. the
future economic benefits or service associated with the spend and that the spend can be
accurately measured). Quote “These rules apply equally to initial expenditure incurred in
acquiring an asset and to subsequent expenditure on existing assets” . Another extract helping
the Practitioner is as follows:

“Repairs versus enhancements — most practitioners would certainly capitalise a complete
resurfacing job but would not consider pot-hole filing as capital because the works allow a road
to continue to be used as intended rather than extend its life”

Even this example is open to different interpretations as one local authority may regard a
resurfacing job say costing less than £100,000 to be a revenue cost, whereas another local
authority may have a threshold of say £50,000 as the cut-off between revenue and capital
costs. If the interpretation is consistently applied, then compliance with the Capital Regulations
will be achieved.

| have no dispute about the “repair” element of the works on the Town Hall being a revenue
cost. However, in my view the roof replacement is a significant enhancement, it will extend the
useful life of the Town Hall for many years, providing “future economic benefits and/or service
potential” to the local community of the Town Council. The cost of the works including any
specific professional fees associated with a “stand-alone” contract to replace the roof can be
easily identified, which would be added to the Asset Value of the Town Hall. In theory the value
of the old roof should be written off the asset value of the Town Hall, but it is probably difficult
to estimate this cost based on the existing value of the Town Hall within the Asset Register

THERE YOU HAVE IT ! The Council could still opt to seek the Secretary of State permission, which should
be given in my view.

The Council will need to get a separate schedule of works drawn up solely relating to the roof

replacement, which in my view should include the related chimney stack works as an integral part of the
roof replacement. This does NOT include all the external works listed in the schedule of works.

Other matters:

Annual Return process for 2017-18

There are on-going discussions within JPAG (the Joint Panel on Accounting Guidance) on the form of the
Annual Return and the administration of the Annual Returns for 2017-18. IPAG includes representation
from the External Audit firms like PKF Littlejohn and from what | can gather from my PKF Littlejohn
contact is that the next meeting of JPAG is scheduled for 24 October 2017 and one of the issues being
discussed is the acceptance of “electronic” submission of the Annual Returns. As far as the Council is
concerned the Annual Return approval arrangements will not change, it is about the sending out of the
blank Annual Return forms and guidance and the submission of the completed Returns and associated
papers to the External Auditor (PKF Littlejohn). All will be revealed by next March 2018.



Loan Agreement with St Michaels Village Hall

The Town Clerk advised me of the loan agreement with St Michaels Village Hall to allow them to take
advantage of the time-limited grants they have been awarded for a replacement roof from Kent CC and
Ashford BC. | understand the loan is up to £40,000 to be repaid over 15 years.

David J Buckett CPFA DMS 22 November 2017
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Internal Committee 8" January 2018
General Data Protection Regulations (GDPR)
Agenda Iltem 9

| have attached report from a recent workshop session | attended on the regulations which come
into force in May 2018.

In preparation for these regulations it would be prudent to ensure that our data is properly
encrypted (please see penultimate paragraph in report below for full details). The prices on this vary

considerably between £40 and £219 per licence and | have asked our software provider to advise on
the best upgrade option.

Proposal: That the office PCs should be upgraded to incorporate the encryption facility

Fe

Phil Burgess
Town Clerk
Impact on Crime and Disorder : None
Impact on Bio-diversity : None

Budgetary Impact : Moderate



General Data Protection Regulations (GDPR) 2018

Report on Workshop session 14.12.17

The data protection act of 1998 is now almost 20 years old. It predates social media and
offers little protection from modern cyber-crime.

The thrust of the new act (which comes into force May 2018) is to give individuals control
over who has their data and what it is used for, and to prevent the selling on of data to
different organisations.

The public will be able to enquire by means of a Subject Access Request (SAR) whether we
hold data on them and they will also be able to ask that it be deleted.

We need to pre-empt these issues by having policies in place to indicate how we use
residents’ data and when we take enquiries from residents, through the web site contact
page for instance, we need to provide them with details of how we might use the data and
how long we will keep it.

A major new requirement of the act is the appointment of a Data Protection Officer. The
DPO must be impartial and have expertise in data protection. Under the old act the clerk
was the council’s data controller. As this is no longer possible we will need to appoint an
outside contractor. The session was run by Satswana Ltd who are one such contractor. KALC
will advise us of alternative contractors.

In addition to training and advising on procedures, the DPO will assist with legal advice in
the event of a data breach or a vexatious attack, and our insurers will insist on the
appointment of a DPO. The cost to the council is likely to be £2000 per annum as our
staffing level falls around the third-tier pricing for councils.

Encryption of data is a useful method of avoiding data breaches. Windows 10 pro has an
application called “bit-locker” this encrypts data on the machine and renders it useless to
data theft. Word documents, e-mails etc will still be able to be sent out unencrypted. An
upgrade should be undertaken.

If we refer enquiries to ABC or KCC it is possible to encrypt the e-mail which passes between
us and use a pre-agreed password for opening the other end. This will, of course, require co-
operation from both the borough and county councils.

Phil Burgess 15.12.17



Internal Committee 8" January 2018
Investment Policy
Agenda Item 10

At a recent meeting a member of the public pointed out that the council had no written investment
policy.

| would like to thank John Crawford for preparing the policy below. | have made some minor
amendments.

The policy will be laid out in the Town Council’s usual format and published on the web site.

Proposal: That the attached policy should be adopted

-

Phil Burgess
Town Clerk
Impact on Crime and Disorder : None
Impact on Bio-diversity : None

Budgetary Impact : None



Tenterden Town Council (the council) acknowledges the importance of prudently investing
the temporary surplus funds held on behalf of the community as part of its fiduciary duty.

The council has an appointed Responsible Financial Officer and should liaise with independ-
ent financial advisers and Ashford Borough Council who have resources with skills and
knowledge to guide the council to discharge its responsibilities.

This Strategy complies with the revised requirements set out in the Department of Commu-
nities and Local Government Guidance on Local Government Investments 2010.

The Local Government Act 2003 states that a local authority may invest: - for any purpose
relevant to its functions under any enactment - for the purpose of prudent management of
its financial affairs.

The council defines its treasury management objective as “the management of the council’s
cash flows, its banking and money market transactions, the effective control of the risks as-
sociated with those activities, and the pursuit of best value performance consistent with
those risks.”

This strategy establishes formal objectives, policies, practices and reporting arrangements
for the effective management and control of the Council’s treasury management activities
and the associated risks.

The council’s investment priorities are:

The security of its reserves and capital
Maturity dates commensurate with need
The adequate liquidity of its investments
Optimum return on investment
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The council’s investment duties are:

1. All investments to be made in sterling.

2. Investments to be spread over different providers where appropriate to mini-
mise risk.

3. Any loans to local third parties provided to be fully risk assessed and written on
commercial basis with clear loan covenant and security.

4. The council to monitor the risk of loss on investments by review of credit ratings
on a regular basis.

5. The council to only invest in institutions of high credit quality — based on infor-
mation from credit rating agencies (as defined).



