Annual Governance and Accountability Return 2018/19 Part 3

To be completed by Local Councils, Internal Drainage Boards and
other Smaller Authorities*:
° where the higher of gross income or gross expenditure exceeded £25,000
but did not exceed £6.5 million; or
° where the higher of gross income or gross expenditure was £25,000
or less but:

° are unable to certify themselves as exempt (fee payable); or
* have requested a limited assurance review (fee payable)

Guidance notes on completing Part 3 of the Annual Governance and
Accountability Return 2018/19

1. Every smaller authority in England that either received gross income or incurred gross expenditure
exceeding £25,000 must complete Part 3 of the Annual Governance and Accountability Return at
the end of each financial year in accordance with Proper Practices.

2. The Annual Governance and Accountability Return is made up of three parts, pages 3 to 6:

° The annual internal audit report is completed by the authority's internal auditor,
* Sections 1 and 2 are to be completed and approved by the authority.
* Section 3 is completed by the external auditor and will be returned to the authority.

3. The authority must approve Section 1, Annual Governance Statement, before approving Section 2,
Accounting Statements, and both must be approved and published before 1 July 2019,

* the Annual Governance and Accountability Return Sections 1 and 2, together with
* @ bank reconciliation as at 31 March 2019

* an explanation of any significant year on year variances in the accounting statements
* notification of the commencement date of the period for the exercise of public rights
* Annual Internal Audit Report 2018/19

Unless requested, do not send any additional documents to your external auditor. Your external auditor will
ask for any additional documents needed.

Once the external auditor has completed the review and is able to give an opinion on the limited assurance
review, the Annual Governance and Accountability Section1, Section 2 and Section 3 - External Auditor
Report and Certificate will be returned to the authority by email or post,

Publication Requirements

Under the Accounts and Audit Regulations 2015, authorities must publish the following information on
a publicly accessible website:

Before 1 July 2019 authorities must publish:

* Notice of the period for the exercise of public rights and a declaration that the accounting statements
are as yet unaudited:;

° Section 1 - Annual Governance Statement 201 8/19, approved and signed, page 4

* Section 2 - Accounting Statements 2018/19, approved and signed, page 5

Not later than 30 September 2019 authorities must publish:

* Notice of conclusion of audit

° Section 3 - External Auditor Report and Certificate

° Sections 1 & 2 of AGAR including any amendments as a result of the limited assurance review.

Itis recommended as best practice, to avoid any potential confusion by local electors and interested
parties, that you also publish the Annual Internal Audit Report, page 3.

Throughout, the words extenal auditor’ have the same maaning as the words ‘local auditor in the Accounte and Audit 2015,
Wammwmmwmmwwnmmmmm 2fto meLowAudﬂandAGwmhMVyAde
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Guidance notes on completing Part 3 of the Annual Governance and
Accountability Return 2018/19

* The authority must comply with Proper Practices in completing Sections 1 and 2 of this Annual Governance and
Accountability Return, Proper Practices are found in the Practitioners’ Guide* which is updated from time to time

and contains everything needed to prepare successfully for the financial year-end and the subsequent work by
the external auditor.

or unexplained amendments, it may be returned and additional costs will be incurred.

* The authority should receive and note the annual internal audit report if possible prior to approving the annual
governance statement and before approving the accounts.

¢ Use the checklist provided below to review the Annual Governance and Accountability Return for completeness
before returning it to the external auditor by email or post (not both).

* Do not send the external auditor any information not specifically requested. However, you must inform your
external auditor about any change of Clerk, Responsible Financial Officer or Chairman, and provide
relevant emall addresses and telephone numbers,

* Make sure that the copy of the bank reconciliation to be sent to your external auditor with the Annual Governance
and Accountability Return covers all the bank accounts. If the authority holds any short-term investments, note their
value on the bank reconciliation. The external auditor must be able to agree the bank reconciliation to Box 8 on the
accounting statements (Section 2, page 5). An explanation must be provided of any difference between Box 7 and
Box 8. More help on bank reconciliation is available in the Practitioners’ Guide*.

* Explain fully significant variances in the accounting statements on page 5. Do not just send a copy of the detailed
accounting records instead of this explanation. The external auditor wants to know that you understand the reasons
for all variances. Include complete numerical and narrative analysis to support the full variance.

° If the external auditor has to review unsolicited information, or receives an incomplete bank reconciliation, or
variances are not fully explained, additional costs may be incurred.

° Make sure that the accounting statements add up and that the balance carried forward from the previous year
(Box 7 of 2018) equals the balance brought forward in the current year (Box 1 of 2019).

* The authority must publish the information required by Regulation 15 (2), Accounts and Audit Regulations 2015,
including the
1 July 2019,

period for the exercise of public rights and the name and address of the external auditor before

Completion checklist — e

All sections Have all highlighted boxes have been completed? ok |

Has all additional information requested, including the dates set for the period
for the exercise of public rights, been provided for the external auditor?

Internal Audit Report | Have all highlighted boxes been completed by the internal auditorand explanations provi ,--lf/
Section 1 For any statement to which the response is 'no’, is an explanation provided?
Section 2 Has the authority's approval of the accounting statements been confirmed by '
the signature of the Chairman of the approval meeting? /
Has an explanation of significant variations from last year to this year been provided? o

Has the bank reconciliation as at 31 March 2019 been reconciled to Box 87

Has an explanation of any difference between Box 7 and Box 8 been provided?

Sections 1 and 2 ‘l'tustﬁmds—havealld&adosuresbeenmadaifﬂmauﬁoﬂtyasabodyoorpomﬁeisa
sole managing trustee? NB: do not send trust accounting statements unless requested,

“Governance and Accountability for Smaller Autherities in England - a Practitioners’ Guide to Proper Practices,
can be downloaded from www.nalc.gov.uk or from www.ada.org.uk
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Annual Internal Audit Report 2018/19

Essington Parish Council

This authority’s internal auditor, acting independently and on the basis of an assessment of risk,
carried out a selective assessment of compliance with relevant procedures and controls to be in
operation during the financial year ended 31 March 2019.

objectives were being achieved throughout the financial year to a standard adequate to meet the
needs of this authority.

properly kept throughout the financial year. -

B. This authority complied with its financial regulations, payments were supported by invoices, all
expenditure was approved and VAT was appropriately accounted for.

——
v
C. This authority assessed the significant risks to achieving its objectives and reviewed the adequacy v
of arrangements to manage these,
v
4
v

D. The precept or rates requirement resulted from an adequate budgetary process; progress against
the budget was regularly monitored; and reserves were appropriate.

E. Expected income was fully received, based on correct prices, properly recorded and promptly
banked; and VAT was appropriately accounted for.

F. Petty cash payments were properly Supported by receipts, all petty cash expenditure was
approved and VAT appropriately accounted for,

G. Salaries to employees and allowances to members were paid in accordance with this authority's v
approvals, and PAYE and NI requirements were properly applied.

H. Asset and investments registers were complete and accurate and properly maintained. v
I. Periodic and year-end bank account reconciliations were properly carried out. v

J. Accounting statements prepared during the year were prepared on the correct accounting basis
(receipts and payments or income and expenditure), agreed to the cash book, supported by an /.
adequate audit trail from underlying records and where appropriate debtors and creditors were
properly recorded.

K. IF the authority certified itself as exempt from a limited assurance review in 2017/18, it met the
exemption criteria and correctly declared itself exempt. (“Not Covered” should only be ticked
where the authority had a limited assurance review of its 2017/18 AGAR)

L. During summer 2018 this authority has correctly provided the Proper opportunity for
the exercise of public rights in accordance with the requirements of the Accounts and
Audit Regulations.

M. (For local councils only)
Trust funds (incluig charitable) ~ The council m respo

rLEASE S AT C R REPFO RS '
For any other risk areas identified by this authority adequate controis existed (list any other risk areas on Separate sheets if needed).
Date(s) internal audit undertaken Name of person who carried out the internal audit
09/09/2019 03/10/2019 __11/10/2019
Signature of person who “ \ ' Lot Tf;‘ T ' y |2 <
carried outthe internal audit k. VO T AN A Date ' aﬂ@ 1 q

*If the response is ‘no’ you must include a note to state the implications and action being taken to address any weakness in control
identified (add separate sheets if needed),

**Note: If the response is ‘not covered' please state when the most recent internal audit work was done in this area and when it is
next planned, or, if coverage is not required, the annual internal audit report must explain why not (add separate sheets if needed).

Alan Toplis - Toplis Associates Limited

f\ ?
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Essington Parish Council

Annual Internal Audit Report 2018/19

(This document is a supplement to page 3 of 6 of the Annual Governance and Accountability
Return (“AGAR”) 2018/19, Part 3 and is intended to be read with that document)

Internal Control Objectives

A. Appropriate accounting records have been properly kept throughout the financial

year.

The accounting records are considered to be totally in-appropriate for a council with
a turnover of well over £200,000 p.a. The records consist of a simple Excel spread
sheet for income and another for expenditure. Significantly there is no Sales Ledger
and almost no control over debtors.

The Audit and Accounts regulations require full income and expenditure accounting
for all parish and town councils with a turnover of £200,000, Essington have
comfortably exceeded this for some time but have no real means of stating income &
expenditure accounts.

This authority complied with its financial regulations, payments were supported by
invoices, all expenditure was approved and VAT was properly accounted for.

Financial Regulation have not been reviewed, revised or ratified since 2016 and do not
adequately reflect the accounting and banking practices found to be in place. There

have been at least two versions of model Financial Regulations issued by NALC since
2016 which completely supersede the extant version.

As the Clerk was also the RFO the regulations do not show how the procedures work.
Indeed the regulation (as written) provided for certain work to be done by the
Responsible Financial Office (“RFO”) and certain duties by the Clerk. Since the

outgoing Clerk was also the RFO the detail of the regulations cannot be considered as
“being followed”.

All payments were not supported by invoices (particularly those for utilities and
telephones/broadband). The Clerk has made no attempt to print out invoices sent in
by e-mail and has appeared to have relied on totals from bank statements.

From 1% April 2017 to 31 March 2018 the council failed to recognise that it was
trading (as defined by the VAT Act). AS a result of this the council has accumulated a

-
‘C\?C%u 19



found any evidence that the councillors at the time were aware of the attempt to
defraud. In view of the financial situation which the council now find themselves jn |
must ask that the £860 js recovered from the unrelated body.

Was ever resolved., | have discussed this with some of the objectors who feel that these
Mmatters were just “swept under the carpet” and forgotten.

At the close of the 2018/19 fisca) Year no VAT had been reclaimed under the VAT126
scheme since 30th September 2017. Since 1% April 2019 a claim covering 2017/18 has
been submitted but not yet accepted by HM Revenue & Customs,

No Internal Audit function was in place throughout the audit year.

- This authority assessed the significant risks to achieving its objectives and
reviewed the adequacy of arrangements to manage these,



E.

is woefully inadequate for 3 premises with a footfall of well over 200 people per day.
It gives no details of who is responsible for risks at off site premises.

There is no financial risk assessment in place.

Councillors refused to approve the latest Risk Assessment when It was tabled (in
2018/19) because it was not fit for purpose. No further action appears to have been
taken by the Clerk to correct this problem.

Current Employers Liability certificates are not properly displayed.

The precept or rates requirement resulted from an adequate budgetary process:

Progress against the budget was regularly monitored: and reserves were
appropriate.

As VAT was not being properly accounted for during the audit year (or previous years)
a significant part of the annual expenditure was supported by “income” which was in
fact VAT due to HM Revenue & Customs.

Progress against the “theoretical” budget was apparently very sporadically reported.

Expected income was fully received, based on correct prices, properly recorded
and promptly banked: and VAT Was appropriately accounted for,

As no Sales Ledger exists, invoices (un-numbered) were sporadically issued and some
tenants and hirers self-billed or self-declared the actyal debtor’s situation is totally
unclear. Indeed a request for a statement of account for the five main tenants was
requested but still has not been forthcoming and | Suspect is actually to difficult to
construct because of the poor underlying records,

Petty cash payments were Properly supported by receipts, all petty cash
expenditure was approved and VAT was properly accounted for,

S



Gl

Petty cash packets contain a mixture of receipts and “Post It Notes” some for

considerable sums outside normally acceptable limits (e.g. £600 for a Sound System
(also not on the Asset Register)).

One petty cash item is simply a “Post it Note” with the initials of a councillor and the

sum of £300. Money was paid for this sum according to the cash book and bank
statements,

Petty Cash was routinely analysed to a “Petty Cash” cost centre and not properly
apportioned in the cash book,

No VAT appears to have been accounted for on any petty cash transactions,

n/a

Asset and investment registers were complete and accurate and property
maintained,

state of repair.

lam also concerned about the general security of the main Property at Hobnock Road.,
Over a number of years sets of Non-security series keys have been handed out to hirers
and no key register appears to have been maintained. There is nothing to prevent
propagation of privately cut keys or out of hour’s access to the premises,

periodic reconciliations took place.



j'

Whilst the team have been checking the VAT matters several omitted transactions
have been detected and properly inserted. It is stressed that the figures now shown
on the Accounting Statements (page 5 of this AGAR) are now considered to be best

accounting basis (receipts and Payments or income and expenditure), agreed to
the cash book, Supported by an adequate audlit trail from underlying records and
where appropriate debtors and creditors were properly recorded.

Any statements made during the year were made on a receipts and payments basis
and in the case of non-Tea Room sales included VAT shown as straight revenue,

as much as possible.

Other significant matters.

Following the return of the 2017/18 AGAR and the Report in the Public Interest an
open meeting of the council was held (on 28" February 2019) to discuss the External

meeting minutes (for 18th March 2019) are also missing from the web sjte and cannot
be traced. As the meeting on 28t February was recorded on “Essington Live” we have



parish. It is not clear who was responsible for maintaining notice boards throughout
the parish.

Alan Toplis

Internal Auditor to Essington Parish Council

(Appointed October 2019)



Section 1 - Annual Governance Statement 2018/19
We acknowledge as the members of:

Essington Parish Council

our responsibility for ensuring that there is a sound system of internal control, including arrangements for
preparation of the Accounting Statements. We confirm, to the best of our knowledge and belief, with

respect to the Accounting Statements for the year ended 31 March 2019, that:

| prepared its accounting statements in
/ with the Accounts and Audit Regulations.
the accounting stateme
2. We maintained an adequate system of intemal control ' made Proper arrangements and accapmdmwdbmy
including measures designed to prevent and detect fraud | . faaraafsguardm;mpubﬂcmmaymd resourcss in
and comuption and reviewed its effectiveness, its charge,
S.Wetuukanreasnnablastepshassurenumalvas | has only done whamhastbo!egamomrtodoandhas
thalﬂwmamnomaﬂersofadualorpmemal | | complied with Proper Practices in doing so,
non-compliance with laws, regulations and Proper
Practices that could have a significant financial effect
on the ability of this authority to conduct its
business or manage its finances, |
4.Wepr0videdproperopporumitydwingﬂlamrfor dummmmaﬂpmsmhmmmmwm
theexerdaeofeledom’rightshawordanoewlmthe mmmmmmmmmwsm
fequirements of the Accounts and Audit Regulations,

aumnymmokappmpnmmmmanageﬂmse MWMWMMM
risks, including the introduction of internal cantrols and/or
extemal insurance cover where required. |

|
8. We maintained throughout the year an adequate and ,_ i
effective system of intemnal audit of the accounting ' |

' mawbrawnmmmmmn.mofmﬁmm
mmmmms, {o give an objective view on whether
Mmﬁdsmmmdﬁismm

mmmmﬂambmmtmkammbybmmm

s.\ﬂteoamedoutanassessmemoﬂmnmhdmthis | l// mmmdamnnmmmwmnhksﬂ
7. We took appropriate action on all matters raised /

in reports from intemal and external audit. external audit.

8. We considered whether any litigation, liabilities or i disclosed everything it should have about its business activity
commitments, events or transactions, oceurring either | during the Yyear including events taking place after the year
during or after the year-end, have g financial impact on [ | end if relevant.
this authority and, where appropriate, have included them
in the accounting statements,

9. (For local councils only) Trust funds including has met all of jis responsibilities whers, as a

ble.lnourcapadlyasmesobmnaging corporate, Insasubmanagmg!msteoofaw
frustee we discharged our accountability trust or trusts,
responsibilities for the fund(s)/assets, including i i
financial reporting and, if required, independent . | /
examination or audit. | |

*Please provide explanations to the external auditor on a Separate sheet for each ‘No' response and describe how the
authority will address the weaknesses identified, These sheets should be Published with the Annual Governance Statement.

This Annual Governance Statement was approved at a Signed by the Chairman and Clerk of the meeting where
meeting of the authority on: 8pproval was given:
21/10/‘201‘3{‘ >
and recorded as minute reference: Chairman (’UJ %’ ‘
EPg25 e LT~ (Acting)

| Other information required by the Transparency Codes (not part of Annual Governance Statement)
Authority web address

WIWWe €SSINGton Parish Cooncit-goy - pr
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Section 2 =Accounting Statements 2018/19 for

Essington Parish Coungil

ResTaTep

1. Balances brought PESTATED |
forward 56,719

2. (+) Precept or Rates ang Total amount of precept (orfor!DBsmtasandlevies)
Levies 80,523 82,536 received Or receivable in the year. Exclude any grants

recejved,

3. (+) Total other receipts RPESTATED Total income or receipts asmcmﬂadmmmsmmbss

209, 149x 204,729 the precept Or rates/levies received (line 2). Include any
orants recejved,

4. (~) Staff costs Total expenditure Or payments made to and on behalf of

all employses. Include salaries and wages, PAYE and N/
" 7,597 120,701 (employees and employers), pension contributions and
| employment expenses,

8. (<) Loan interest/capital Total expenditure or payments of capital and interest
repayments 0 0| made during the Year on the authority's borrowings (if any).

6. (-) All other payments LESTATED Total expenditure or payments as recorded in the cash.

242,863 161,772/ book less staff costs (line 4) and loan interest/capita)
repayments (line 5),

7. (=) Balances carrieq RESTATED Total balances and reserves at the end of the year. Must
forward -14,069 -9,277| equal (142+3) - (4+5+6),

8. Total value of cash and The sum of all current and deposit bank accounts, cash
short term investments 32,464 24,826 holdings and short term investments held as at 31 March -

To agree with bank ;

9. Total fixed assets plus RESTArED. The value of all the Property the authority owns — it js made
long term investments 929,457 931,204/ up of all its fixed assets and long term investments as at
and assets 31 March.

10. Total borrowings The outstanding capital balance as at 31 March of all loans

0 0| from third parties (including PWLB), =
1. (For Local Councils Only) Disclosure note The Council, as a hody comorate, acts as soje trustee for
re Trust funds (including charitable) and is responsible for managing Trust funds or assefs,
| N.B. The figures in the accounting statements aboye do
not include any Trust transactions.
| certify that for the year ended 31 March 2019 the Accounting | | confirm that theseruounting Statements were
ments in this Annual Governance and Accountability approved by this authority on this date:
Return have been Prepared on either g receipts and payments ?
or income and expenditure basis following the guidance in CQ 1/ O / 20/9 .
Vernance and Accountability for Smaller Authorities — a
Practitioners’ Guide to Proper Practices and bresent fairly in minute .
the financial position of this authority, =8 fecorded in minute reference
Signed by Responsible Financial Officer beforg being EPLS .
presented to the authority for approval
' "o ) Signed by Chairman of the meeting where the Accounting
KL Tuole~ (Aceing) s pom iy
y - )
pate XI/1O0720]9. (_VJSM
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Section 3 — External Auditor Report and Certificate 2018/19

In respect of Essington Parish Council

1 Respective responsibilities of the body and the auditor

Our responsibility is to review Sections 1 and 2 of the Annual Governance and Accountability Return in accordance
with guidance issued by the National Audit Office (NAO) on behalf of the Comptroller and Auditor General
(see note below). Our work does not constitute an audit carried out in accordance with International Standards
on Auditing (UK & Ireland) and does not Provide the same level of assurance that such an audit would do.

2 External auditor report 2018/19

(Except for the matiers reported below)* on the basis of our review of Sections 1 and 2 of the Annual Governance and Accountability Return, in
our opinion the information in Sectio 2 of the Annual Governance and Accountability Return is in accordance with Proper Practices and

ns 1 and
1o other matters have come to our attention giving cause for concern that relevant legislation and regulatory requirements have not been met.
(*delete as appropriate).

(continue on a separate sheet if required)

Other matters not affecting our opinion which we draw to the attention of the authority:

(continue on a separate sheet if required)

3 External auditor certificate 2018/19

We certify/do not certify* that we have completed our review of Sections 1 and 2 of the Annual Goverance ang

Accountability Return, and discharged our reésponsibilities under the Local Audit and Accountability Act 2014, for
the year ended 31 March 2019,

*We do not EFEE completion because:

External Auditor Name

External Auditor Signature Date

*Nc_:te: the NAO issued guidance applicable to external auditors’ work on limited assurance reviews in Auditor
Guidance Note AGN/02. The AGN is available from the NAO website (wr\v.r.nao.org,uk)
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