
 

Minutes of the Finance & General Purposes Committee of the 
Lower Severn (2005) Internal Drainage Board 

Meeting held Wednesday 22nd May 2019 at 10.30 am 
At the Gables Hotel Falfield  

Present: 
Ald C Williams  Chairman 
Cllr P Abraham 
Mr J Hore  
Mr G Littleton 

Cllr M Riddle 
Mr M Barnes 
Mr P Awford

Martin Dear  Accounts Officer AO 
Kieran Warren  Principal Officer  PO 
Louise Reading Minutes 

2860 Apologies: 
Apologies were received from Mr R Thatcher & Mr G Simms 

2861 Declarations of Interest 
There were no declarations of interest. 

2862 Minutes of the Previous Meeting 

It was resolved that: 
• The minutes of the Finance & General Purposes

Committee Meeting held on 23rd January 2019 be 
approved as a correct record. 

2863 Actions from the previous minutes.  

Action 1 –IT Support contract completed by PO. 

Action 2 – Board Chairman to write to BCC Mayor is outstanding. 

2864 Treasury Sub Committee Report.  
Mr Littleton noted that there was some dissatisfaction with Smith & 
Williamson(S&W) investment management in 2018. Ald Williams 
informed the committee that the market had improved significantly in 
the first quarter of 2019. The AO had drafted a letter to S&W to 
register the Board’s concerns and to advise them that we would 
monitor investments in 2019. 
The minutes of the Treasury Sub Committee Meeting held on 13 
March 2019 were noted by the Committee. 

2865 Treasury Sub Committee – Terms of Reference  
The AO presented the Treasury Sub Committee Terms of Reference 
for consideration.  

The Chairman observed that these Terms would need to be amended 
if the Board delegates to the Treasury Sub Committee the power to 
re-invest Developer Funds. 

Mr Barnes concurred that these would be amended to reflect any 
changes going forward in line with other Committees’ Terms of 
Reference. 

It was recommended that: 

• The Treasury Sub Committee Terms of reference be
amended to authorise the Treasury Sub Committee to
invest  future Developer Funds



 

• Subject to the above amendment, the Terms of
Reference, as per Appendix A, be submitted to the Board
for approval.

Action 1 
For Board 
Approval 

2866 Treasury Management Policy 
The AO explained that the Treasury Management Policy required 
updating to reflect the current position. 

The Committee discussed under Minute 2870 and agreed that 
authority should be given to the AO to move cash between the Bonus 
Saver account and the two Notice accounts, in line with business 
needs to increase the interest received on cash balances. 

It was recommended that: 
• The Treasury Management Policy be amended to

authorise the AO to move unallocated sums and cash 
between the Bonus Saver and the two  Notice Deposit 
accounts 

• Subject to the above amendment, the Treasury
Management Policy, as per Appendix B, be submitted to
the Board for approval.

Action 2 
For Board 
Approval 

2867 Capital Programme 
The PO reported that there had always been a Capital programme, 
however it hadn’t been formalised. The PO had sent out a proforma to 
members welcoming comments and proposals.  

There are projects in the pipeline, however consideration needs to be 
given to the resources required and how projects should be prioritised. 

Mr Awford informed the Committee that the situation at Cornham was 
under review with the EA and other flood teams as it could play a 
crucial role in future flood defence systems to address the expected 
tidal push of 1m by 2050 and that any work completed by the 
Drainage Board may be overtaken by events. 

Cllr Riddle asked the AO once all the capital programmes were added 
together what the outcome was on surplus funds. 

The AO responded that once the Board approve the Capital 
Programme, funds would be allocated from General Reserves. 
Projects would be reflected in the accounts independently much like 
the pump station programme. This along with a budget for potential 
overspend on the pumps will see a notable decrease in unallocated 
reserves. 

Cllr Riddle commented that when this is taken into consideration at the 
next Board meeting it should be reassuring to members that the 
surplus of reserves is not an issue.  

Mr Hore stated that purchasing training for the Engineers may be 
beneficial in light of the significant expenditure on plant, machinery 
and the pumping stations. The PO agreed to investigate this further 
and report back. 

It was resolved that: 
• The position be noted

Action 3 
PO to discuss 
possible 
purchasing 
training with 
Engineers 



 

2868 Financial Regulations Level of Reserves. 
The PO referred to the consideration given to this issue by the 
Governance and Probity Committee; the Committee had agreed that no 
change was necessary. 

Cllr Riddle added that he felt nervous about changing a policy to fit in 
with a short-term issue.  

The Committee were happy with the Governance & Probity Committees 
recommendation that there be no changes going to the Board for 
approval. 

2869 Internal Audit Report. 
The PO advised Members that the Internal Auditors had carried out 31 
tests. The exercise had resulted in 3 green level outcomes and 1 amber 
level outcome. His report contained proposed actions to address these 
outcomes. 

The PO advised that he was fairly happy with the report. 

Ald Williams noted that in line with the proposed action for the petty 
cash limit being set at £50, the Financial Regulations would need to be 
amended to reflect this. 

It was resolved that: 
• The Internal Audit, as per Appendix C, be approved and

that the Financial Regulations are amended to incorporate 
this. 

It was recommended that: 
• Financial Regulations be amended in respect of the

proposed addition of a limit to petty cash claims. 

Action 4 
For Board 
Approval 

2870 Accounts Officer Report 
Management Accounts 1st April 2018 – 231st March 2019 
The annual Management Accounts showed a surplus of £48,633 
against a budget of £17,460. The surplus is similar to previous years. 

Ald Williams asked the AO why the investment figure did not match the 
developer commuted sums figure. The AO explained this was due to 
cash reserves. 

It was recommended that: 
• The Management Accounts, as per Appendix D, be

submitted to the Board for approval. 

Reconciliation of Accounts to the AGAR statement. 
The AO explained that the external auditors required accounts on a 
cash basis. This report shows the reconciliation between the 
management accounts and the AGAR which goes to the External 
Auditors. 

Annual Governance & Accountability Return 2018/2019 
Page 52 is the internal audit report and this has been completed and 
signed by Bishop Fleming. Page 53 in the Annual Governance 
Statement which has been completed and will be signed by the PO and 
the Chair on approval from the Board. On Page 54 are the Accounting 
Statements which will be signed by the AO and then the Chair on 
approval from the Board. Page 55 is completed by the external auditor 
and will be completed by them by 30 September 2019. 

Action 5 
For Board 
Approval 

Action 5 
For Board 
Approval and 
signing by the 
Chair and PO ( 
see Agenda 
Item 8) 



 

It was recommended that: 
• The AGAR be submitted to the Board for approval

Cash Flow to 31st March 2020 
The AO presented the annual cashflow. He informed the Committee 
that this would change from month to month but is a good indicator of 
cash reserves. 

Ald Williams asked why money from the Bonus Saver couldn’t be 
invested in the short term 35 days deposits account to maximise the 
return on the IDB’s cash reserves and recommend that discretionary 
powers be given to the AO to move money as appropriate in line with 
business needs.  

Cllr Abraham mentioned this had been raised previously with no 
solution and concurred with Ald Williams suggestion as long as regular 
updates were provided to the Committee in line with best practise. 

Mr Awford asked should this go to the Board for approval. 

Ald Williams & the AO believed this sat under the remit of the Finance 
& General Purposes Committee however for clarity purposes, as the 
Treasury Management Policy was going for Board approval then the 
Board would approve this via recommendation under minute 2866. 

LGPS Pension figures 
These figures were noted by the Committee who agreed that the liability 
had been curtailed by the closure of the scheme in 2015. The scheme 
would continue to be monitored.  

Insurance Policies 2019/2020 
Policies have been renewed for another year with a reduction with 
Zurich. Ald Williams asked if members were happy with cover. 
Discussion was had around legal expenses and the AO confirmed there 
was legal cover with the Zurich Policy. The Committee agreed that the 
insurance was sufficient. 

It was recommended that: 
• The insurance policies be presented to the Board for

approval and signing by the Chair. 

Action 6 
For Board 
Approval (see 
Minute 2866) 

Action 7 
For Board 
Approval and 
signing by the 
Chair 

2871 Payments Noted 
Members noted the payments made between 1at January 2019 and 30th 
April 2019 and transfers made between accounts. 

Mr Hore enquired about a repair invoice from Claas Western Ltd. He 
reviewed the invoice and was satisfied. 

Ald Williams enquired about the BT invoice for an alternative phone line. 
The PO will confirm this at the next meeting.  

Action 8 
PO to inform the 
Committee of 
the reason for 
the invoice at 
the next 
meeting 

2872 Date of Next meeting  
Members noted that the next F&GP meeting would be held 11th 
September 2019 at 10.30am at The Gables 

Meeting closed at 11.30 am 



 

APPENDIX A 

LOWER SEVERN (2005) INTERNAL DRAINAGE BOARD 

TERMS OF REFERENCE  

OF THE TREASURY SUB COMMITTEE 

To be approved 

Matters for determination by the Sub Committee. 

1. To ensure that the Sub Committee meets at least twice a year.

2. To determine the future investment strategy of the funds held as long term investments,
having taken professional advice.

3. To reinvest the income accumulated from the long term investments, having taken
professional advice.

4. To invest future contributions received from Developers, having taken professional
advice.

5. To undertake portfolio reviews of the investment strategy twice a year.

6. To plan cash management and determine the placing of short term cash surpluses in
deposit accounts on an annual basis.

Matters for recommendation by the Sub Committee to the Finance and General 
Purposes Committee 

7. To review the Treasury Management Policy.

8. To review the Capital Financing and Reserves Policy annually.



 

PROPOSED APPENDIX B

LOWER SEVERN (2005) INTERNAL DRAINAGE BOARD 

Treasury Management Policy 

Date:   22/05/2019 Version:   2019/02    Author: MD 

To be approved at the Board Meeting on 5 June 2019 

Introduction 

The primary principle governing the Board’s investment criteria is the security of the financial 
institution in which the Board places its funds. Yield/return and liquidity are also key 
considerations. 

1. The Board’s funds

Approved Financial Institutions 

The Board’s principal banker is NatWest. 

Cash may be deposited with any of the four main clearing banks (NatWest, Lloyds, Barclays 
and HSBC).  

2. Accountabilities

The Treasury Sub-Committee will determine the amount of cash that is available for deposit 
with the four main clearing banks. 

In addition to the NatWest Direct Reserve account, there will be two or three other deposit 
accounts. 

Cash may be deposited in instant access accounts, fixed term accounts or notice accounts 

If deposited in a fixed term account then the maximum fixed term period is six months. 

If deposited in a notice account then the maximum notice period is six months. 

The Accounts Officer to have flexibility to allocate funds between accounts in order to attract 
the best return. In particular the Accounts Officer is authorised to move funds between the 
Bonus saver and the two Notice Accounts to increase the return of interest received on cash 
balances having regard to the cash flow requirements of the Board. 

3. Funds received from Developers

Under minute No. 2218 at 24 June 2015 Board Meeting, the Board approved the 
appointment of Smith & Williamson Investment Managers. They manage the fund on a non- 
discretionary basis. 

The Board resolved to invest £500,000 of the funds into a balanced multi asset portfolio. The 
income from these investments are to be re-invested.  

The Treasury Sub-Committee has the authority to invest future sums received from 
Developers. Before investing any future sums received, the Treasury Sub-Committee must 
take into account the cash flow requirements of the Board. 

The Treasury Sub-Committee has the authority to agree into which funds these should be 
invested following consultation with Smith & Williamson. 
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INTRODUCTION 

As stated in our engagement letter, you have instructed us to undertake a series of Internal Audit visits for the Board. We understand this role is to provide you, 
the Board of Members, with additional assurance as part of an on-going independent oversight of the Board’s financial affairs, in addition to the internal 
procedures already carried out by the Board’s Finance Department. The Financial Regulations have been reviewed and discussed with the Finance Department 
at the start of each visit to ensure thorough understanding of the internal controls being tested. 

In accordance with instructions given to us, we have prepared our report solely for the confidential use of Lower Severn (2005) Internal Drainage Board. It may 
not be relied upon by Lower Severn (2005) Internal Drainage Board for any other purpose. Our report must not be recited or referred to in whole or part in any 
other document and must not be made available, copied or recited to any other party without our express written permission. Bishop Fleming neither owes nor 
accepts any duty to any other party and shall not be liable for any loss, damage or expense of whatsoever nature which is caused by their reliance on our 
report. 

Matters that we consider should be brought to your attention and recommendations we have for possible improvements are summarised in the columns in 
section 2 - the final ‘outcome’ column uses a ‘traffic light’ system.  
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TRAFFIC LIGHT SYSTEM COLOUR KEY 

The key is as follows; 

R 

A 

This recommendation must be addressed as a matter of priority, as the required internal controls are not currently in place. 

This recommendation should be addressed as weaknesses have been identified with the current internal controls. 

This recommendation will improve the current internal controls and be in line with best practice. 

 At the time of our visit there was nothing to report on this particular area. 

NOTE TO MEMBERS: 
If we were to report on two previous occasions that a particular control we have tested has been ‘amber’ then it will automatically be 
reported as ‘red’ on the next report, if no improvements to the internal control have been made. 

If in any report a control has been reported as ‘red’ we will re-visit this particular test at our next visit to assess whether new procedures 
have been introduced.  

G 

No recommendation, as the internal controls in place are sufficient. W 
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SUMMARY 

This report documents the findings from our visit during February 2019 in which we reviewed the systems in place at the Board. 

Overall, it appears that there are adequate procedures and policies in place. However, we have made 4 recommendations in this report, 1 of which is amber. 

Review Number of recommendations 
Red Amber Green 

Purchases 0 0 1 
Risks and Budgets 0 0 0 
Income and Debtors 0 0 0 
Bank and Petty Cash 0 1 1 
Wages and Payroll 0 0 1 
Fixed Assets and Investments 0 0 0 
Accounting Systems 0 0 0 

The issues identified are summarised below: 
- Two purchases orders and one purchase invoice had not been authorised appropriately.  
- Bank reconciliations were not being reviewed by an appropriate member of the finance team. 
- Petty cash claims were not always supported by receipts. There was also an instance of the VAT on a petty cash claim not being recorded correctly on 

the accounting system. 
- Payroll prints were not being reviewed by an appropriate member of the finance team and there was no segregation of duties in the preparation of 

payroll. 

Follow up on previous recommendations 
During the visit we were able to follow up on 4 recommendations made in our previous report. At the date of our visit, all prior recommendations had been 
accepted and appeared to be working in practice. Details of these can be found on pages 21-22 of this report. 
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PURCHASES 

TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Test 1: 
Gain an understanding of the 
purchasing system in place at the 
Board and ensure procedures 
are being carried out in line with 
the financial regulations. 

A copy of the Board’s financial regulations 
was obtained. The purchases system was 
discussed with the Admin/Payroll Officer 
who fully understood the procedures and 
was aware of all authorisation limits.

The finance team fully understand 
the financial regulations and can 
confirm that procedures are being 
carried out in line with them.

There are no recommendations to 
be made at this time. 

Test 2: 
Select 20 purchases made within 
the period and ensure: 
 that quotes were obtained

where over the prescribed 
level 

 that the order has been
placed with an appropriate 
supplier 

 the order was correctly
authorised in line with the 
systems described above 

 invoice agrees to order
 invoice correctly

authorised
 payment correctly

recorded in accounting
system

 payment correctly
authorised

 VAT has been correctly
posted to the accounting
system for each
transaction

A sample of 20 transactions from 
throughout the year were selected for 
testing. The transactions were agreed to 
purchase orders (POs) and invoices to 
ensure that details matched and that 
authorisation was appropriate. 

All purchases could be matched to POs, 
which were dated prior to the 
corresponding invoices.  

Two purchase orders were found to have 
not been authorised and one invoice had 
not been authorised for payment. 

The invoice details, including VAT 
amounts, had been correctly posted to 
Sage. 

Expenditure tested appeared in 
most cases to be properly 
documented and purchase orders 
had been completed for all orders. 

However, two purchase orders and 
one invoice had not been 
documented as authorised in line 
with the financial regulations. This 
could lead to invoices being paid 
where an order is incorrect or not 
genuine.

It is recommended that all purchase 
orders are authorised by a relevant 
person prior to the order being 
placed. 

It is recommended that invoices are 
not paid until they have been 
checked and authorised. 

W 

G 
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TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Test 3: 
Regularity testing for each item 
of expenditure tested, ensure: 

 that the expenditure is
necessary 

 that the expenditure is
appropriate for the Board 

 that value for money has
been considered 

 that the expenditure was
not for an employee’s 
personal use.  

All expenditure which was tested 
appeared to be reasonable and 
appropriate for the Board. There were no 
indications that purchases were for 
personal use or that the cost was not value 
for money. 

Comfort has been gained that the 
expenditure tested is necessary, 
reasonable and not for the personal 
use of any employees.

There are no recommendations to 
be made at this time. W 



Lower Severn (2005) Internal Drainage Board 
Internal Audit Report – 2018/19 

7 

RISK AND BUDGETS 

TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Test 1: 
Ensure there is a Risk Register in 
place and it is regularly updated. 
Review the adequacy of 
arrangements made to manage 
the risks and ensure controls are 
relevant and up-to-date. 

Ensure fraud risk is considered 
within the Risk Register. 

The Accounts Officer confirmed that the 
Risk Register is reviewed throughout the 
year and is updated annually. This was 
last carried out in December 2018 and is a 
responsibility of the Finance & General 
Purposes Committee. 

The Risk Register is comprehensive and 
includes details of control procedures 
ownership of responsibilities surrounding 
the management of risks. There is 
adequate consideration of the significance 
of risks relating to fraud. 

Comfort has been gained that there 
is a regularly updated Risk Register 
in place and that controls 
implemented to manage the risks 
are adequate.  

There are no recommendations to 
be made at this time. 

Test 2: 
Ensure client has a budget for 
more than one year and that it 
includes key changes to 
expected income and 
expenditure. 

The budget for 2019-20 and four-year 
forecast have been reviewed and 
compared to 2018-19 results to date. The 
budgets were found to incorporate key 
changes to income and expenditure such 
as rate changes and changes to the 
amount of the Foreign Water Grant. 

The Board has budgets in place for 
the next four years. The budgets 
include assumptions in changes to 
income and expenditure as 
appropriate. 

There are no recommendations to 
be made at this time. 

W 

W 
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TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Test 3: 
Ensure all budget variations are 
approved by the Finance & 
General Purposes Committee 
and the full board. 

It was confirmed that the first draft budget 
for the following year is presented and 
discussed at the December meeting of the 
Finance & General Purposes Committee. 
Changes are then made at the January 
meeting and a draft is agreed to be sent to 
the board.  

The full board meeting takes place in 
February, where the final draft of the 
budget is reviewed, and rates are set for 
the following year.  

Comfort has been gained that all 
budget variations are approved by 
the Finance & General Purposes 
Committee and the full board.  

There are no recommendations to 
be made at this time. 

Test 4: 
Ensure that the budgeted levels 
of reserves are adequate for the 
Board’s future plans, and obtain 
an explanation of the method 
used by the Board in arriving at 
the rate each year.  

The Accounts Officer confirmed that rates 
are set based on the budgets and 
forecasts. Significant capital expenditure 
will be required in future for the Pump 
Station in order to meet future legislative 
requirements. Therefore, the rates have 
been increased from 8.5p to 9.0p for 
2019/20 so that the Board’s reserves are 
maintained at a consistent level. 

Comfort has been gained that the 
budgeted levels of reserves are 
adequate for the future plans of the 
entity. The method for setting rates 
is deemed to be reasonable. 

There are no recommendations to 
be made at this time. 

W 

W 
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INCOME AND DEBTORS 

TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Test 1:  
Ascertain the procedures in place 
around the posting of rates 
income to the accounting system. 

Agree a sample of rates charges 
from the DRS system to 
corresponding demand notes 
and to the relevant postings on 
the accounting system. 

Select a month at random and 
review the DRS/Sage 
reconciliation, investigating any 
discrepancies. 

The system around the receipt of levy and 
rates income was discussed in detail with 
the Ratings/Admin Officer, who is solely 
responsible for this income stream. The 
bespoke DRS system used by the majority 
of Drainage Boards was found to 
automatically produce demand notes on 
the 1st of April for agricultural landowners 
not covered by business rates or the 
council tax system. The system has a 
record of the rateable value for each parcel 
of land under the jurisdiction of the Board, 
and the total rateable value of land owned 
by each landowner. Once the demand 
note is posted and payment is received, it 
is inputted manually onto the DRS system. 
A weekly GL Batch Update is run detailing 
the income received in the form of an 
Excel document which is then journaled 
into Sage by the Admin/Payroll Officer.  

At the end of each month, the closing 
balance on DRS is reconciled to the 
income on the Sage trial balance.  

Transfers of land are also calculated by 
DRS based on the annual value of the land 
changing hands, time apportioned in the 
year of transfer.  

The systems surrounding income 
from the DRS system appear to be 
operating as expected. Income was 
posted to the accounting system 
correctly with VAT recorded 
accurately. 

No issues were identified 
surrounding the production of 
demand notes and income received 
could be traced to the bank 
accounts. 

Income per the DRS system 
reconciled to Sage. The 
reconciliation had been prepared 
and reviewed by relevant 
personnel. 

There are no recommendations to 
be made at this time. Please see 
‘follow up on previous 
recommendations’ at the bottom of 
this report for progress on 
recommendations made in this area 
in the prior year.

W 
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TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Rates are not collected for land with a 
rateable value of less than £125, as the 
administrative cost is considered too 
great. This leads to a total amount of 
approximately £2,000 being written off 
each year.  

The system surrounding levies operates 
slightly differently, in that the demand note 
must be manually prepared for the eight 
different District Councils, rather than one 
being automatically generated by DRS. 

A sample of ten levies and rates amounts 
due per DRS were agreed to the 
associated demand note and then to the 
income journal on Sage. The funds were 
also agreed to receipts in the current 
account. No issues were identified. 

The DRS reconciliation for January 2019 
was reviewed. It had been prepared by the 
Ratings/Admin Officer and reviewed by 
the Accounts Officer. There was a trivial 
difference between the amounts posted 
which was found to be a reconciling item 
from December 2018. 
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TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Test 2: 
Agree a sample of recharge 
receipts from the accounting 
system to invoice and ensure the 
procedures for documenting 
other income is operating as 
expected, including the posting of 
VAT. 

Recharge income consists of monies 
received for work done on landowners’ 
property, developers’ consent invoices 
and area wide charges to maintain 
drainage around new developments on an 
ongoing basis. This income stream is 
accounted for through Sage as it consists 
predominantly of large, one-off payments.  
A sample of ten recharges was chosen 
from Sage and agreed to corresponding 
invoices. It was confirmed that VAT 
relating to these transactions had been 
posted correctly to the accounting system. 

Comfort has been gained that the 
system for recording recharge 
income is operating as expected, 
and that VAT is recorded 
accurately.

There are no recommendations to 
be made at this time.

Test 3: 
Review the Aged Debtor report at 
the point of the visit and identify 
any old balances. Ascertain the 
reasons for the outstanding 
income if any, and the entity’s 
policy and procedures around 
chasing bad debts.  

The Aged Debtor report as at 7th February 
was reviewed. There was one balance 
older than 30 days which was discussed 
with the Principal Officer. This was found 
to relate to an ongoing dispute from the 
prior year which has entered court 
proceedings. This is for a trivial amount. 

Per discussion with the Admin/Payroll 
Officer, debtors are chased via letter if an 
invoice is unpaid one month after being 
sent. If payment is still not made within the 
two weeks following the letter, debtors are 
chased via telephone call. It is rare that it 
is necessary to chase debtors. 

Comfort gained that there are few 
old balances on the Aged Debtor 
report and that the procedures in 
place around chasing bad debts are 
adequate. 

There are no recommendations to 
be made at this time.

W 

W 
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BANK AND PETTY CASH 

TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Test 1: 
Review bank reconciliations for 
five months, including the last 
month of the prior year, to ensure 
that they have been appropriately 
prepared and authorised. 

Ensure that the balances per the 
reconciliation agree to the bank 
statement and to the accounting 
system, and that unreconciled 
items are at a reasonable level.  

If the unreconciled balance is 
high, ascertain what is being 
done to reconcile the 
transactions.  

Five bank reconciliations were reviewed. 
Reconciliations were carried out at a 
reasonable frequency given the level of 
activity in the bank accounts. The 
balances per the reconciliation were 
confirmed to agree to the bank statements 
and Sage. 

Reconciliations were not signed as 
reviewed and there was no evidence of 
this occurring. This was discussed with the 
Admin/Payroll Officer who confirmed that 
the Accounts Officer did review 
reconciliations. 

Reconciling items were mostly trivial, 
except for one significant amount. This 
was confirmed to have cleared the day 
after the reconciliation was performed. 
The majority of reconciling items were 
rates refunds, which are often issued via 
cheque and therefore it is reasonable that 
they can take a while to clear. 

Bank reconciliations appear to be 
prepared correctly however there is 
no evidence that they are being 
reviewed.  

Reconciling items were confirmed 
to have cleared in a timely manner.

It is recommended that bank 
reconciliations are reviewed by the 
Accounts Officer or another 
member of the finance team and 
that this is documented on the 
reconciliation.

Test 2: 
Confirm that the balance in petty 
cash at the date of the visit 
agrees to the accounting system. 

The sum of the monies inside the petty 
cash tin and the values on the petty cash 
slips inside the tin agreed to the balance 
per Sage. 

Comfort has been gained that the 
amount in the petty cash tin agrees 
to the accounting system.

There are no recommendations to 
be made at this time. W 

G 
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TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Test 3: 
Select a sample of 20 cash paid 
expense claims or petty cash 
vouchers, then agree to 
supporting documentation, 
ensure have been appropriately 
authorised and appropriately 
posted onto the accounting 
system. 

Petty cash activity per Sage was obtained 
and a sample of 20 transactions selected 
for testing. The transactions were agreed 
to petty cash claims and supporting 
receipts. Three of the twenty claims tested 
were not supported by relevant receipts. 

Claims were also checked for appropriate 
authorisation and that VAT was recorded 
correctly when posted to Sage. Each claim 
had appropriate authorisation. The VAT on 
one claim had not been recognised when 
posted to Sage. 

There are some weaknesses in the 
controls surrounding petty cash. 

All claims should be supported by 
receipts where possible and should 
not usually be paid otherwise. 

VAT needs to be identified and split 
out when posting to the accounting 
system. 

It is recommended that petty cash 
claims are not authorised and paid 
without being supported by 
appropriate receipts, except in 
unusual circumstances. 

Care needs to be taken to ensure 
VAT is recovered when applicable, 
being first identified from each claim 
by the Admin/Payroll Officer and 
then posted to Sage. 

It was also noted that there is no 
claim limit per the financial 
regulations. To reduce the impact of 
fraud should it occur, it is 
recommended that a maximum limit 
for petty cash claims is set. Kieran 
Warren has suggested £50 as an 
appropriate limit. 

A 
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WAGES AND PAYROLL 

TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Test 1: 
Select a sample of three 
employees from the payroll and 
check salary details back to 
personnel files and confirm that 
the amount paid is in line with 
expectations. 

Check there is a signed 
employment contract on file. 

Three employees were tested at random 
from the payroll reports. Their expected 
annual salaries were calculated and 
compared to the most recent salary details 
held in personnel files. 

Trivial variances were discovered but after 
discussion with the Admin/Payroll Officer it 
was identified that these were due to the 
hours of contractual overtime worked in a 
month differing slightly depending on how 
many weeks fell in that month. 

The employment contracts that were 
examined were all signed.  

Salary details per personnel files 
agree to amounts actually paid via 
payroll. Employment details are up 
to date and signed contracts are 
held on file.

There are no recommendations to 
be made at this time. 

Test 2: 
Check one amendment to the 
payroll to ensure that 
appropriately authorised 
documentation exists. 

Employees complete timesheets for 
overtime in excess of the contractual 
amount. The timesheets are authorised by 
the relevant manager and then passed to 
the Admin/Payroll Officer for upload to the 
payroll server. 

A timesheet was selected at random and 
was found to have been appropriately 
authorised. The calculated payment 
based on overtime rates agreed to the 
amount paid via payroll. 

Comfort has been gained that 
payroll amendments are processed 
accurately and that claims are 
authorised appropriately.

There are no recommendations to 
be made at this time. 

W 

W 
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TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Test 3: 
Check two expense claims paid 
through payroll (e.g. 
reimbursement of travel 
expenses) to ensure they are 
appropriately authorised and 
supporting source documentation 
exists. 

Two mileage expense claim forms were 
reviewed and agreed to payroll reports. 
Both claims appeared to be appropriately 
authorised and had been calculated 
correctly.

Comfort has been gained that 
expense claim forms are 
appropriately authorised and 
processed correctly.

There are no recommendations to 
be made at this time. 

Test 4: 
Obtain details of one new starter 
and ensure they have a signed 
contract. 

The Admin/Payroll Officer confirmed that 
there had been no new starters in the year 
to date.

No conclusions can be drawn. No recommendations can be made 
at this time. 

Test 5: 
Review the payroll print for one 
month to ensure it has been 
appropriately authorised and 
posted appropriately to the 
accounting system.  

The payroll report for September 2018 
was reviewed. The report had been 
prepared by the Admin/Payroll Officer but 
had not been reviewed. 

A sample of the payments were agreed to 
the Sage journal posting. This had been 
processed by the Admin/Payroll Officer 
after being reviewed by the Accounts 
Officer. 

All amounts were found to agree and had 
been posted to appropriate nominal 
codes. 

Comfort has been gained that 
payroll is posted appropriately to 
the accounting system.  

Payroll prints appear to be prepared 
correctly, however they are not 
reviewed. This could lead to 
fabricated payroll amendments 
being processed as these would not 
necessarily be picked up in the 
totals when the journal posting is 
reviewed.

It is recommended that the 
Accounts Officer reviews payroll 
prints in addition to the journal 
posting. This would ensure that 
more than one person is 
responsible for payroll processing, 
and that any amendments can be 
queried prior to payments being 
made.

W 

G 



Lower Severn (2005) Internal Drainage Board 
Internal Audit Report – 2018/19 

16 

TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Test 6: 
To ensure payment is made to 
bona fide employees, review one 
month’s payroll for duplicate 
employee names and where 
possible bank account details for 
duplication. Obtain explanations 
for any instances of duplications. 

The employee names and bank account 
details from the August 2018 payroll were 
examined. A total of 15 employees were 
paid in this month. There were no 
instances of duplicate details. 

Comfort has been gained that 
payments are only being made to 
genuine employees.

There are no recommendations to 
be made at this time.

Test 7: 
Test check payroll deductions to 
ensure correct rates are being 
applied. 

An employee was selected at random from 
the December 2018 payroll and their 
PAYE, NI and pension deductions were 
recalculated. All deductions were found to 
have been calculated correctly and the 
correct rates had been applied. 

Comfort has been gained that the 
payroll system is operating as 
expected and that deductions are 
being calculated correctly.

There are no recommendations to 
be made at this time.

Test 8: 
Review payroll control accounts 
reconciliations for one month 
(including PAYE/NI, net wages, 
pension) to ensure that they have 
been appropriately prepared and 
authorised. 

The Accounts Officer explained that there 
is not a formal reconciliation of payroll 
control accounts. The payroll provider 
(Moorepay) sends the journal posting for 
each month’s payroll. This is processed by 
the Admin/Payroll Officer and reviewed by 
the Accounts Officer.  

The September 2018 journal posting was 
reviewed. It was confirmed that the journal 
had been posted correctly and that the 
posting cleared the payroll control 
accounts. 

Although there is no physical 
reconciliation, comfort has been 
gained that payroll control accounts 
are being adequately cleared and 
that this process is being reviewed.

There are no recommendations to 
be made at this time. W 

W 

W 
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FIXED ASSETS AND INVESTMENTS 

TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Test 1: 
Review the Fixed Asset Register 
or schedule of additions to ensure 
fixed asset additions are being 
appropriately recognised and it is 
being regularly updated. 

The Fixed Asset Register for the year 
ending 31 March 2019 was reviewed. The 
register was found to be updated with fixed 
assets purchased in the year to date. All 
additions were recorded with sufficient 
detail in order to calculate depreciation. 

Comfort has been gained that fixed 
asset additions are being 
recognised appropriately and that 
an adequate fixed asset register is 
maintained.

There are no recommendations to 
be made at this time.

Test 2: 
Ensure the brought forward fixed 
asset balances agree to the prior 
year accounts. 

The brought forward fixed asset balances 
as shown in the trial balance were agreed 
to the net book value carried forward in the 
2018 accounts. 

Comfort has been gained that the 
brought forward fixed asset 
balances agree to the balances in 
the prior year accounts.

There are no recommendations to 
be made at this time.

Test 3: 
Physically verify a sample of 
assets to confirm that assets 
included on the register are 
owned, being utilised in the 
business, and do not show 
obvious signs of impairment.  

A sample of 15 fixed assets were selected 
from the fixed asset register. Assets were 
physically verified where available, or 
vouched to registration documents if they 
were in use off site at the time of the visit. 
All assets were verified and there were no 
obvious signs of impairment. Sufficient 
evidence was gathered that the assets 
were currently being utilised in the 
business. 

Comfort has been gained that the 
assets in the fixed asset register are 
owned and are being utilised by the 
organisation.

There are no recommendations to 
be made at this time. W 

W 

W 
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TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Test 4: 
Review the Fixed Asset Register 
for items older than their useful 
economic life. If there a large 
number of fully depreciated items 
listed, consider whether the 
depreciation policies being 
applied are reasonable. 

The Fixed Asset Register was reviewed 
and there were a total of 8 assets which 
had been fully depreciated. The majority of 
these assets were pumps, which are still in 
use. Depreciation policies were reviewed 
and found to be reasonable, with all assets 
appropriately classified.  

Comfort has been gained that there 
are few fully depreciated assets 
included in the fixed asset register 
and that depreciation policies are 
reasonable. 

There are no recommendations to 
be made at this time.

Test 5: 
Identify any intangible assets on 
the books and ensure that the 
correct accounting treatment has 
been applied, and they are 
recorded appropriately on the 
register. 

Intangibles included in fixed assets are 
two items of software - the DRS system 
and Cadcorp Map Editor. These are 
included in the relevant intangibles 
nominal in Sage and amortised at 25% 
reducing balance. They are also recorded 
appropriately on the fixed asset register. 
Amortisation for the year ending 31 March 
2019 was found to have been calculated 
correctly. 

Comfort has been gained that 
intangible assets on the balance 
sheet are being treated 
appropriately and are recorded 
correctly on the accounting system 
and in the fixed asset register. 

There are no recommendations to 
be made at this time. W 

W 
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TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Test 6: 
Discuss any material investments 
with the Accounting Officer. Gain 
an understanding of how the 
portfolio is maintained. Obtain a 
register of the investments held. 

The Smith and Williamson investments 
are overseen by the Treasury Committee. 
It was confirmed that a monthly valuation 
of securities is received from Smith and 
Williamson, and every six months a 
summary of the investment performance 
(reconciled to the valuation) is presented 
to the Committee. The portfolio is 
managed by Smith and Williamson, who 
make recommendations, although the 
committee makes the final decision as to 
acquisitions and sales.   

As the portfolio is managed by 
Smith and Williamson, no further 
testing on investments is required. 

There are no recommendations to 
be made at this time.

ACCOUNTING SYSTEMS 

TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Test 1: 
Ensure that the opening balances 
on the accounting system agree 
to the 2018 accounts. 

The opening balances on Sage were 
checked to the balance sheet in the 2018 
year end accounts. All balances were 
found to agree. 

Comfort has been gained that the 
accounts prepared during the year 
agree to the accounting system.

There are no recommendations to 
be made at this time. W 

W 



Lower Severn (2005) Internal Drainage Board 
Internal Audit Report – 2018/19 

20 

TEST RESULTS CONCLUSIONS RECOMMENDATIONS OUTCOME 

Test 2: 
Review the most recent 
management reporting 
documents. Perform cut-off 
testing around this date to ensure 
cut-off issues have been 
accounted for and that 
documents have been prepared 
on the correct basis. 

The management accounts for December 
2018 were reviewed and cut off testing 
was performed. 

There were two large payments made 
around the month end. It was confirmed 
that these were correct to not have been 
accrued for. There was no prepayment for 
the net precept quarterly payment to the 
Environment Agency as the management 
accounts reviewed were at a quarter end. 

The majority of rates and levies income is 
received at the start of the year and is 
deferred. 

The Accounts Officer confirmed that trivial 
accruals are not included in the 
management accounts as it is not 
considered necessary due to the income 
and spending patterns of the Board. 

It was confirmed that the balances in the 
management accounts agreed to the 
accounting system.  

Treatment of income and 
expenditure appears appropriate for 
the purposes of the management 
accounts. No issues were identified 
surrounding cut off procedures.

There are no recommendations to 
be made at this time. W 
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FOLLOW UP ON PREVIOUS RECOMMENDATIONS 

Recommendations from 2017/18 

TEST PRIOR CONCLUSIONS PRIOR RECOMMENDATIONS FOLLOW UP OUTCOME 

Income and debtors 
Test 1: 
Ascertain the procedures in place 
around the posting of levies and 
rates income to the accounting 
system.  

Agree a sample of levies and 
rates receipts from the DRS 
system to a corresponding 
invoice to ensure the system is 
operating as expected.  

While no issues were identified from the 
transactional testing, we found that a 
single employee had control and 
oversight over the system for banking 
levies and rates income, and no 
authorisation or checks by another 
member of the finance team were 
occurring. This could result in an 
increased risk of fraud. 

We recommended that a report is run 
at the beginning of each financial year 
detailing any landowners for whom the 
bill amount or rateable land value has 
changed significantly on the prior year. 
This report should be checked and 
then authorised by a different member 
of the finance team to ensure changes 
have not been made without a genuine 
land transfer occurring.  

We also recommended that the 
monthly reconciliations of the DRS 
system to Sage are checked and 
authorised by someone other than the 
employee responsible for the data 
input.  

A report is generated from DRS on 
1st April which details amounts billed 
per the demand notes for both the 
current and prior years. This is 
checked by the Ratings/Admin 
Officer who notes if any billed 
amounts have varied significantly. 
This can then be vouched to any 
changes in the annual value of the 
parcel of land. Once this is 
completed, the Accounts Officer 
reviews the report. 

Monthly reconciliations of the DRS 
system to Sage are completed by the 
Ratings/Admin Officer and reviewed 
by the Accounts Officer. The 
reconciliation for January 2019 was 
reviewed and no issues were 
identified. 

Both recommendations have been 
adequately satisfied and can be 
cleared.  

W 

W 
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TEST PRIOR CONCLUSIONS PRIOR RECOMMENDATIONS FOLLOW UP OUTCOME 

Purchases 
Test 2: 
Select 20 purchases made within 
the period and ensure: 
 that quotes were obtained

where over the prescribed 
level 

 that the order has been
placed with an appropriate 
supplier 

 order correctly authorised
in line with the systems 
described above 

 invoice agrees to order
 invoice correctly authorised
 payment correctly recorded

in accounting system
 payment correctly 

authorised
 VAT has been correctly

posted to the accounting
system for each
transaction

All order forms, invoices and payments 
were appropriately authorised. 
However quite a large number of 
invoices tested were attached to 
purchase orders with a later date than 
the invoice. There was also an issue of 
altering the date of an invoice to suit 
personal preferences. 

We recommended that purchase 
orders are raised prior to the order 
being made for all transactions. 

In addition, the dates of invoices 
should not be changed in order to 
negate the need to account for 
prepayments and accruals.  

All purchases tested during this visit 
had purchase orders which were 
dated prior to the invoice. Therefore, 
comfort has been gained that 
purchase orders are being raised 
and authorised in advance of 
purchases being made. 

There was no evidence of invoice 
dates being altered. Comfort has 
been gained that invoices are being 
recorded at the correct date. 

Both recommendations have been 
adequately satisfied and can be 
cleared.  

W 

W 
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LOWER SEVERN (2005) INTERNAL DRAINAGE BOARD

BALANCE SHEET AS AT 31 MARCH 2019
31/03/19 31/03/18 Variance

Note £ £ £ £

FIXED ASSETS
Fixed Assets 1 692,402

692,402 787,465 -95,063

LONG TERM ASSETS
Investments 603,932

603,932 573,801 30,131

CURRENT ASSETS
Stock +WiP 47,973 53,208 -5,235
Trade debtors 6,773 917 5,856
Drainage rate debtors 96 0 96
Levy Debtors 0 0 0
VAT Claim 5,829 5,289 540
Special Levies 0 0 0
Severnside 0 0 0
Prepayments 32,280 35,660 -3,380
Cash at bank and in hand 852,523 975,669 -123,146
Short term deposits 501,013 400,225 100,788

1,446,487 1,470,968 -24,481
CURRENT LIABILITIES
Trade Creditors -38,061 -20,577 -17,484
Other Creditors -25,341 -25,697 356
Accrued expenses -6,685 -10,025 3,340
Finance Leases due within one year -1,016 -886 -130
Prepaid Rates 2 -200 0 -200
Prepaid Levies 2 -1,519 -328,782 327,263
Prepaid Severnside 0 0 0

-72,822 -385,967 313,145

NET CURRENT ASSETS 1,373,665 1,085,001 288,664

TOTAL ASSETS LESS CURRENT LIABILITIES 2,669,999 2,446,267 223,732

LONG TERM LIABILITIES
Finance Leases 0 -1,016 1,016
Pension scheme deficit -1,276,000 -954,000 -322,000

-1,276,000 -955,016 -320,984

NET ASSETS 1,393,999 1,491,251 -97,252

FINANCED BY:

CAPITAL ACCOUNT 666,569 666,569 0

INCOME AND EXPENDITURE ACCOUNT
Balance brought forward 523,570 477,926 45,644
Net surplus for the 12 months 48,633 45,644 2,989

572,203 523,570 48,633

Developer (Commuted Sums) Reserve 914,678 843,235 71,443

Revaluation Reserve 144,583 146,042 -1,459

Pump Station Reserve 3 371,966 265,835 106,131

Pension Reserve -1,276,000 -954,000 -322,000

1,393,999 1,491,251 -97,252

Notes
1. Fixed Assets include purchases, sales and depreciation for 12 months to 31 March 2019.
2. In all cases the balance sheet has been adjusted to reflect receipts and payments made in advance of the period earned or due.
3. This Reserve is held as cash and increases by £14,583 each month.
There is a corresponding monthly charge in the income and expenditure account.

APPENDIX D
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LOWER SEVERN (2005) INTERNAL DRAINAGE BOARD

INCOME AND EXPENDITURE 12 MONTHS TO 31 MARCH 2019

Income Note Actual Budget Variance Variance
£ £ £ £ £

Levies charged to Authorities 1 1,185,162 1,185,162 0 1,132,342 52,820
Agricultural Rates 1 110,299 110,299 0 106,454 3,845
Rechargeable works 33,179 20,000 13,179 27,813 5,366
Application fees 3,900 0 3,900 1,750 2,150
Consultancy Fees Recharged 21,456 0 21,456 31,230 -9,774
Surplus on sale of assets 614 -158 772 3,249 -2,635
Miscellaneous Income 0 1,200 -1,200 9,859 -9,859
Foreign Water Grant 160,841 160,641 200 157,687 3,154
Severnside drawdowns 1 41,200 41,200 0 46,000 -4,800
Interest 3,837 1,500 2,337 1,496 2,341
Total 1,560,488 1,519,844 40,644 1,517,880 42,608

Expenditure

Payroll 2 689,585 673,511 -16,074 650,488 -39,097
Office maintenance 19,236 23,600 4,364 16,079 -3,157
Maintenance 3 355,228 358,500 3,272 319,662 -35,566
EA Levy 205,587 205,587 0 201,556 -4,031
Motor travel and subsistence 4 27,404 20,262 -7,142 22,116 -5,288
Communications 5,308 4,250 -1,058 5,356 48
Administration 5 33,858 34,900 1,042 35,331 1,473
Engineering Consultancy fees 46,855 45,000 -1,855 54,985 8,130
M49 culvert consultants fees 0 0 0 6,000 6,000
Legal and professional fees 5,105 6,000 895 6,674 1,569
Audit and Accountancy fees 4,550 5,000 450 6,613 2,063
Depreciation 116,744 123,174 6,430 144,348 27,604
Bank charges 2,395 2,600 205 3,028 633
Total 1,511,855 1,502,384 -9,471 1,472,236 -39,619

Surplus for 12 months 48,633 17,460 31,173 45,644 2,989

31 March 
2018
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Notes on Variances

The results for 12 months show a surplus of £48,633 against a budget surplus of £17,460.

The major reasons for the variances are:-

2) Payroll - Increase due to pay awards.

3) Maintenance costs analysis is as follows:
Actual Budget Variance Explanation of major variances

£ £ £
Plant Maintenance 79,311 72,200 -7,111 Energreen, Bomford Mower and Claas Tractor

repairs. Gates, pipes, posts, fill material
 and fencing. Installing Flap Valves
 at Oldbury (£3,715 recharged).

Maintenance Compensation 1,006 1,000 -6
Vehicle, Plant 72,905 72,500 -405 Red Diesel (Gas Oil) Purchases
Workshop Fixtures & Fittings 8,768 10,600 1,832
Pump Station Electricity 10,480 20,000 9,520
Health & Safety 7,758 7,200 -558
Pump Station Reserve 175,000 175,000 0

355,228 358,500 3,272

4) Motor travel and subsistence - increase due to backdated ECU and
room hire and lunch for board meeting 7 November 2018.

1) In all these cases the income and expenditure has been included for the 12 months irrespective of
when the monies are received or paid. The appropriate adjustments are made on the balance sheet.

5) Administration costs include £2,244 in respect of 2018/19 rates which are based on land holdings less
than 125 AV and deemed uneconomical to collect.



Incl IPT Incl IPT

Insurer Policy No Cover Renewal Date
2019/20 
Premium

2018/19  
Premium Paid Increase

Lloyds Syndicate  
ERS218 (Fenton 
Insurance Solutions)

50030626

Comprehensive Cover including plant, unspecified non self propelled 
attached or detached implements exceeding £20,000 and trailers not 
exceeding £100,000.  Any Items are specified . Any authorised licensed 
driver 25 and over on Drainage Board Business and Social Domestic & 
Pleasure. £100 Excess accidental damage, fire, theft, windscreen. 

01/04/2019 £12,598.00 £14,046.00 Mar-19 -£1,448.00

Zurich Municipal XAO 272027-0033

Material Damage, All Risks, Public/ Products/Pollution Liability 
£10,000,000, Employers Liability £10,000,000,  Fidelity Guarantee 
£2,000,000, Personal Accident £500,000-£1,000,000. Excess £250 for 
Malicious Damage, Storm or Flood, escape of water, falling trees or 
branches. £100 theft, accidental damage. In addition Business 
interruption Insurance has been taken out to cover any additional costs 
in the event that the board's premises are not accessible ( Fire, flood 
etc). The cover is £220,000 for the year. 

01/04/2019 £6,928.00 £9,246.00 Mar-19 -£2,318.00

Allianz Insurance 
Engineering (Fentons 
insurance Solutions)

NZ/22726215
Cover includes all pumps and related equipment. An indemnity limit of 
£250,000 for machinery damage/ breakdown to 12 pumps and 
machinery. 

01/04/2019 £2,932.13 £2,703.22 Mar-19 £228.91

Total premiums £22,458.13 £25,995.22 -£3,537.09

This Insurance Policy Schedule has been reviewed and is agreed to be sufficient for the Lower Severn (2005) Internal Drainage Boards needs.

Signed:…………………………………………………………..  M Riddle (Chairman) Dated:……………………….. Minute Number:……………………

Insurance Policies - 2019/20

Please Note!  We are not insured for: Money, Hirers Liability, Libel & Slander, Legal Expenses & Uninsured loss recovery, Deterioration of Stock, Legal Expenses.

APPENDIX E
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