Annual Governance and Accountability Return 2020/21 Part 3

‘l'o be completed by Local Counclis, internal Drainage Boards and other Smaller Authorities*:

» where the higher of gross Income or gross expenditure exceaded £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 that:
« are unable to certify themselves as exempt (fee payable); or
* have requested a limited assurance review (fes payable)

Guidance notes on completing Part 3 of the Annual Governance and
Accountabiiity Return 2020/21

1. Every smaller authority in England that elther received gross incoms or Incurred gross expenditure
excesding £26,000 must complete Part 3 of the Annual Goverance and Accountability Return at
the end of each financial year in accordance with Proper Practices.

2, The Annual Governance and Accountablility Return is made up of three parts, pages 3 to 6:
« The Annual Internal Audit Report must be completed by the authority's Intemal auditor.

« Sections 1 and 2 must be completed and approved by the authority.
= Saction 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 on the authority website/wsbpage
before 1 July 2021.

4, An authority with either gross income or gross expenditure exceeding £25,000 or an authority with
neither income nor expenditure exceeding £25,000, but which is unable to certify itself as exempt, or
is requesting a limited assurance review, must return to the external auditor by emall or post (not both)
no later than 30 June 2021. Reminder letters will incur a charge of £40 +VAT:

» the Annual Governance and Accountability Retum Sections 1 and 2, together with

» a bank reconciliation as at 31 March 2021

« 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 2020/21

Unless requested, do not send any additional documents to your extarnal auditor. Your external auditor will
ask for any additional documents needed.
Once the external auditor has completed the limlied assurance review and is able to give an opinlon, the

Annuat Governance and Accountability Section1, Sactlon 2 and Section 3 - External Auditor Report
and Certificate will be returned to the authority by emall or post.

Publication Requirements

Under the Accounts and Audit Regulations 2015, authorities must publish the following information on
the authority website/webpage:
Before 1 July 2021 authorities must publish:
+ Notice of the period for the exercise of public rights and a declaration that the accotnting statements
are as yet unaudited;
* Section 1 - Annual Governance Statement 2020/21, approved and signed, page 4
« Section 2 - Accounting Statements 2020/21, approved and signed, page 5
Not later than 30 September 2021 authorities must publish:
* Notice of conclusion of audit
» Section 3 - External Auditor Report and Certificate
* Sections 1 and 2 of AGAR including any amendments as a result of the limited assurance review,
It is recommended as best practice, to avoid any potsntial confusion by local electors and interested
parties, that you also publish the Annual Internal Audit Report, page 3.
The Annual Govemance and Accountability Retumn constitutes the annuai return referred 1o in the Accounts and Audit Regulations 2015.
Throughout, the words ‘external auditor’ have the same meaning a3 the words Jocal audior’ in the Accounts and Audit Regulations 2015.
“for a complete list of bodles thst may be smalier authorities refer to schedule 2 io the Local Audit and Accountabiilly Act 2014,
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Guidance notes on completing Part 3 of the Annual Governance and
Accountabillity Return (AGAR) 2020/21

+ The authority must comply with Proper Practices in completing Sections 1 and 2 of this AGAR. 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 extemal auditor.

» Make sure that the AGAR is complate (no highlighted boxes left empty), and is properly signed and dated. If the
AGAR contains unapproved or unexplained amendments, it may be retumed and additional costs will be incurmed.

+ The authority should receive and note the Annual Intemal Audit Report before approving the Annual
Governance Statement and the accounts.

 Usa the checkiist provided below to review the AGAR for completeness before returning it to the external
auditor by email or post (not both) no later than 30 June 2021,

+ The Annual Governance Statement (Section 1) must be approved on the same day or before the Accounting
Statements (Section 2) and evidenced by the agenda or minute references.

» The Responsible Financial Officer (RFO) must certify the accounts (Section 2) before thay are presented to
‘the authority for approval. The authority must in this order; consider, approve and sign the accounts.

* The RFO is required to commence the public rights period as soon as practical after the date of the AGAR approval.
« 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 Chalrman, and provide

relevant authority owned generic emalil addresses and telephone numbers.

+ Make sure that the copy of the bank reconciliation to be sent {0 your exiernal auditor with the AGAR covers
ali 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 agrea the bank reconciliation to Box 8 on the accounting
statements (Section 2, page §). An explanation muat be provided of any difference batween Box 7 and
Box 8, More help on bank reconciliation is available in the Practitioners’ Guide®.

« Explain fully significant varfances in the accounting statements on page 8. 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 complets numerical and narrative analysis to support the full variance.

« |f 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 2020) equals the balance brought forward in the current year (Box 1 of 2021).

+ The Responsible Financial Officer (RFO), on behalf of the authority, must set the commencement date for the
exercise of public rights of 30 consecutive working days which must include the first ten working days of July.

 The authority must publish on the authority website/webpage the informalion required by Regulation 15 (2),
Accounts and Audit Regulations 2015, including the period for the exercise of public rights and the name and
address of the extemnal auditor before 1 July 2021.

Completion checkiist — ol answers mean Yo tn ey b ve migl e cir et | Ty

Have all hightighted boxes have been completed?

Has ail additional information requested, including the dates set for the period

for the exercise of public rights, been provided for the external auditor?
Intemal Audit Report | Haveall highlighted boxes been completed by the intemal auditor and explanations provided A
Section 1 For any statement to which the response Is ‘'no’, has an explanation been published?
Section 2 Has the authority’s approval of the accounting statements bean confirmed by

the signature of the Chairman of the approval meeting?

Has an explanation of significant variations from last year to this year been published?
Has the bank reconciliation as at 31 March 2021 been reconciled to Box 87

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

Sections 1 and 2 Trust funds — have all disciosures been made if the authority as a body corporate Is a
sola managing trustea? NB: do not send trust accounting statements unless requestsd.
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*Governance and Accountabiiity for Smaller Authorities in England - a Practitioners’ Guide to Proper Practices,
can be downloaded from www.nale.gov.uk or from www.ada.org.uk
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Annual Internal Audit Report 2020/21

The Councll of the Parish of Esh

ESHPARISHCOUMCI L - GOV:- Uk

During the financial year ended 31 March 2021, this authority's internal auditor acling independently and on the basis
of an assessment of rigk, carried out a selective assessment of compliance with the relevant procedures and controls
in operation and obtained appropriate evidence from the authority.

The internal audit for 2020/21 has been carried out in accordance with this authority’s needs and planned coverage.
On the basis of the findings in the areas examined, the internal audit conclusions are summarised in this table. Set
out below are the objectives of intemal cantrol and alongside are the internal audit conclusions on whether, in all
significant respects, the control objectives were being achieved throughout the financial year to a standard adequate
to meet the needs of this authority.

A. Appropriate accounting records have heen properfy kept throughout the financial year.

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

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

D. The precept or rates requirement resulted from an adequate budgetary process; progress against 7
the budget was regulady monitored, and reserves were eppropriate,

E. Expected income was fully received, based on correct prices, properly recorded and promptly 7
banked; and VAT was appropriately accounted for.

F. Petty cash payments were properly supported by receipts, all petty cash expenditure was approved 7
and VAT appropriately accounted for. ]

G. Salaries to employess and alfowances to members were paid in accordance with this authority's 7
approvals, and PAYE and NI requirements were properly applied.

H. Asset and invesiments registers were complete and accurate and properly maintained. v
I. Pericdic bank account reconciliations were properly carried out during the year.

J. Accoiinting statements prepared during the year were prepared on the comect accounting basis (receipts
and payments of income and expenditure), agreed to the cash book, supported by an adequate audit v
trail from undeartying records and where appropriate debiors and creditors wers property recorded.
K. If the authority certified itself as exempt from a limited assurance review in 2015/20, it met the
exemption criteria and correctly declared itself exempt. (if the authorily had & limited essurance v
review of its 2019/20 AGAR lick "not covered?)

L. If the authority has an annual turnover not exceeding £25,000, it publishes information on a website/

webpage up to date at the time of the intemal audit in accordance with the Transparency code for v
smaller authorities.

M. The authority, during the previous year (2019-20) correctly provided for the period for the exercise of
public rights as required by the Accounts and Audit Regulations (evidencsd by the notice published v
on the website and/or authority approved minutes confirming the dates sel).

N. The authority has complied with the publication requirements for 2019/20 AGAR /
(see AGAR Page 1 Guidance Notles). ;

<

0. {For local counciis only)
Trust funds (including charitable) — The council met its responsibilities as a trustse.

For any other risk areas idenlified by this authority adequate controls existed (list any other risk arsas on separate shests if needsd).

Date(s) internal audit undertaken Name of person who camied out the internal audit
Signature of who : 0
carried out the intemat audi LIREREQUIM[EL Date 06/08/2021

*if the response is 'na° please stats the implications and action being taken to address any weakness in control identified
(add separate sheets if neaded).

*Noto: If the responsa 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 intamal audit report must explain why not (add separate sheets if needed).
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Section 1 -~ Annual Governance Statement 2020/21

We acknowledge as the members of:

The Council of the Parish of Esh

our responsibility for ensuring that there is a sound system of internal control, including arrangements for
the preparation of the Accounting Statements. We confinm, to the best of our knowledge and belief, with
respect to the Accounting Statements for the year ended 31 March 2021, that.

prepared ils accounting statements in accordance

1. We have put in place arrangements for effeclive financlal
wilh the Accounts and Audit Regulations.

managamenl dusing the year, and for the preparation of
the accounting statements.

2. We mainiained an adequats syster of internal control
including meesures designed to prevent and detect fraud

made proper arrangements and accepled responsibitity
for safeguarding the public money and resources in

and corruption and reviewed its effectiveness. its charge.
3. We look all reasonable steps to assure curseives has only done what it has the legal power to do and has
thal there are no matters of aclual or poteniial cemplied with Proper Practicas in doing so,

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. We provided proper opportunity during the year for
the exercise of electors’ righis in accordance with the
requirements of the Accounts and Audil Regulations.

5. We carriad out an asssssment of the risks facing this
authorily and took appropriate steps to manage those
risks, including the infroduction of intemal controls end/or
extemnal insurance cover where required.

8. We mainlained throughout the year an adequate and
effective system of intemal audit of the accounting

during the yesr gave all parsons interested the opportunity to
inspecl end ask questions aboul this authorily's accounis

S

considered and documnented the financial and other risks i
faces and dealf with them properly.

=T

amranged for a competent person. indspendent of the financial
controls and procedures. to give an objective view on whether

INES

records and control systems, P‘— Iinternal controls meel the neads of this smaller authority.

Y. We took appropriate action on all matters raised rasponded io matiers brough! lo ils attention by internal and
in reporis from internal and extermal audit. external audit.

8. We considered whether any ltigation, liabilities or disclioged averything it should have about its business activily
commitments, events or transaclions, ocourring either during the year including events taking place after the year
during or after the year-end, have a financial inpact on / end if relevant.
this authority and. where appropriate, have included them
in the accounting slatements,

9. (For local councils only) Trust funds including has met all of is respansibifities where, as a body
charitable In our capacity as the sole managing te, i is a sole managing truslee of a local
trustee we discharged our accountability trust or trusls.

reaponsibifities for the fund(sy/assets, including
financial reporting and, if required. independent
exarmination 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 must 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: approval was given:

Sth ge oo 2029 'qgv%e
Chairman

and recorded as minute reference:

mMiuwbe Mumko— Clerk W

ESHPAEILSHCOULCIL - GOV VDK
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Section 2 — Accounting Statements 2020/21 for

The Council of the Parish of Esh

Noles and guidance

round alf figwees io nearest 21, 0o not feave any
il £0 o Mil halances AN hgures must

agree sdedying financial records.

1. Balances brought Total balances and reserves al the beginning of the year

forward 172,957 154,285| as recorded in the financial records. Value must agree to
Box 7 of previous year,

2. (+) Precapt or Rates and Toial amount of precept (or for IDBs rates and levies)
Levies 79,942 108,371] received or receivable in the yesr. Exciude any grants

received.

3. (+) Total other receipts Total income or recaipts as racorded in the cashbook less

40,470 27,772 the precept or ratesflevies received (line 2}. include any
grants received,

4, {-) Staff costs Total expendilure or payments made to and on behalf

of all employess. Include gross salaries and wages,
27,276 22,552 employers NI contributions, employers pension
contributions, gratuitias and severance payments.

5. (-} Loan interest/capital Total expenditure or payrments of capital and interest
repayments 0 O| made during the year on the authority's borrowings (if any).

6. (-} All other payments Total expendilure or payments as recorded in the cash-

111,808 131,753| book less staff costs (line 4) and Ioan interest/capital
rapayments (line 5}.

7. (=) Balances cariied Total balances and reserves at the end of the year. Must
forward 154,285 138,123| equal (1+2+3) - (4+5+6).

8. Total value of cash and The sum of all current and deposit bank accounts, cash
short term investments 164,285 136,123 holdings and short term invesiments held as at 31 March -

To agree with bank reconciliation.

9. Total fixed assets plus ' The value of all the property the authonlty owns - it is made
jong term investments 200,060 209,176) up of ait its fixed assets and long term invesiments as at
and assets 31 March.

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

0 0| trom third parties (including PWLB).

11. {For Local Councils Only) Disclosure note The Council, as a body corporste, acts as sofe trustee for
re Trust funds (including charitable) and is responsible for managing Trust funds or assets.

7 N B. The figures in the accounting staternenis above do
nol include any Trust lransactions.

| certify that for the year ended 31 March 2021 the Accounling
Statements in this Annual Govermance and Accountability
Return have been prepared on either a receipts and payments
or income and expenditure basis following the guidance in
Govemance and Accountability for Smaller Authorities — a
Practitioners’ Guide to Proper Practices and present fairly
the financial posdion of this authority.

Signed by Responsible Financial Officer before being
presented to the authority for approval

8 P

29|03 |20z

Date

| confirm that these Accounting Statements were
approved by this authority on this date:

K] Olz2oz)

as recorded in minute reference:
U ibe rumrilbe—
Q

Signed by Chairman of the meeting wher,
Statements were roved

he Accounting
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Section 3 — External Auditor’s Report and Certificate 2020/21

In respect of Esh Parish Council

1 Respective responsibilities of the auditor and the authority

Our responsibility as auditors to complete a limited assurance review is set out by the National Audit Office (NAQO). A limited
assurance review is not a full statutory audit, it does not constitute an audit carried out in accordance with International
Standards on Auditing (UK & Ireland) and hence it does not provide the same level of assurance that such an audit would.
The UK Government has determined that a lower level of assurance than that provided by a full statutory audit is appropriate
for those local public bodies with the lowest levels of spending.

Under a limited assurance review, the auditor is responsible for reviewing Sections 1 and 2 of the Annual Governance and
Accountability Return in accordance with NAO Auditor Guidance Note 02 (AGN 02) as issued by the NAO on behalf of the
Comptroller and Auditor General. AGN 02 is available from the NAO website —
https://www.nao.org.uk/code-audit-practice/guidance-and-information-for-auditors/ .

This authority is responsible for ensuring that its financial management is adequate and effective and that it has
a sound system of internal control. The authority prepares an Annual Governance and Accountability Return in
accordance with Proper Practices which:

« summarises the accounting records for the year ended 31 March 2021; and
+ confirms and provides assurance on those matters that are relevant to our duties and responsibilities as external auditors.

2 External auditor’s limited assurance opinion 2020/21

Except for the matters 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 Sections 1 and 2 of the Annual Governance and Accountability Return is in accordance with Proper Practices
and no other matters have come to our attention giving cause for concern that relevant legislation and regulatory requirements have not been
met.

See separate report.

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

See separate report.

3 External auditor certificate 2020/21

We certify that we have completed our review of Sections 1 and 2 of the Annual Governance and

Accountability Return, and discharged our responsibilities under the Local Audit and Accountability Act 2014, for
the year ended 31 March 2021.

*We do not certify completion because:

Not applicable

External Auditor Name

Mazars LLP, Newcastle, NE1 1DF

1F 2022
External Auditor Signature MWJ/ LLP Date ebruary 20
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1. Introduction
This page is part of Section 3 — External Audit report 2020/21

The following matters have been raised to draw items to the attention of Esh Parish Council. These
matters came to the attention of Mazars LLP during the review of the Annual Governance and
Accountability Report (AGAR) for the year ended 31 March 2021. This report must be presented
alongside the AGAR to a full meeting of the smaller authority for review.

The review of the annual return may not disclose all shortcomings of the systems as some matters
may not have come to the attention of the auditor. For this reason, the matters raised may not be the
only ones that exist.

Except for the matters reported below on the basis of our review of the annual return, in our
opinion the information in the annual return is in accordance with proper practices and no

other matters have come to our attention giving cause for concern that relevant legislative
and regulatory requirements have not been met.

The Council has not approved and published the Annual Governance and Accountability Return
and started the period of public rights in accordance with the timetable in the Accounts and Audit
(England) Regulations 2015. The regulations require these processes to have been completed by
the first working day of July. For 2021/22 the Council needs to put arrangements in place to ensure
that it can discharge its responsibilities in line with the statutory timetable.

The 2021/22 budget was not formally approved by the Council prior to the start of the new financial
year, which is in breach of proper practice. The Council considered a provisional budget at its
March 2021 meeting but decided not to approve it until they had agreed the precept with the
County Council. In future, the Council should ensure that the budget and precept are formally
approved before the start of the financial year that they relate to.

We identified significant weaknesses in internal control during 2020/21. These included a lack of in-
year bank reconciliations and payments not reported to Council for approval. However, the Council
answered yes to assertion 2 of the annual governance statement as they believe these have since
been addressed by the new clerk and didn't realise the assertion refers to controls throughout
2020/21. The Council should ensure that financial regulations are fully complied with and consider
answering no to assertion 2 of the 2021/22 annual governance statement if these weaknesses
remained for a significant part of the 2021/22 financial year.

The roles of RFO and clerk were performed by the Chair for the final quarter of 2020/21, which is a
significant internal control weakness. It is also potentially non-compliant with the Local Government
Act 1972, which requires the RFO to be an office holder. However, the Council asserted within the
Annual Governance Statement that it took reasonable steps to comply with laws and regulations. In
future, The Council should ensure that there is segregation of duties between elected members
and the officer appointed to the role of clerk and RFO.

The Council answered not applicable to the assertion on trust funds in the Annual Governance
Statement but as stated at Section 2 the Council are sole trustees for trust funds and based on the
answer in the Internal Audit Report the Council should have answered yes to this assertion. In
future, the Council should ensure that answers in Section 1 and 2 in respect of trust funds are
consistent.

The Council has declined to correct the following error at Section 2 of the Annual Governance and
Accountability Return so the Annual Governance and Accountability Return has not been prepared
in accordance with proper practices:

Mazars



A/ There was a misclassification of payments, which meant Staff Costs at Box 4 were understated
by £16,810 and Other Payments at Box 6 overstated by the corresponding amount.

In 2021/22 the Council should ensure that the Annual Governance and Accountability Return is
prepared in accordance with proper practices.

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

authority:

In undertaking the review of the 2020/21 Annual Governance and Accountability Return it came to
our attention that in 2021 the Council has not met the requirements of the 2015 Accounts and Audit
Regulations to provide electors with a period of 30 working days including the first 10 working days
of July, to inspect the accounts. Due to the late approval and publication of the AGAR the public
rights period was not started until 9 September 2021 and finished after the statutory date for
publishing the audited AGAR. The Council should ensure that in 2021/22 they comply with the
Regulations and respond no to the relevant assertion (assertion 4) in its Annual Governance
Statement.

No other matters came to our attention.

For and on behalf of Mazars LLP

Date: 1 February 2022
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Contacts

Cameron Waddell
Partner, Mazars
local.councils@mazars.co.uk

Ross Woodley
Manager, Mazars
local.councils@mazars.co.uk

Limited Assurance Admin Team
Judith Hunter

Elaine Nicholson
local.councils@mazars.co.uk

Tel: +44 (0) 191 383 6348

Mazars is an internationally integrated partnership,
specialising in audit, accountancy, advisory, tax
and legal services*. Operating in over 90 countries
and territories around the world, we draw on the
expertise of 40,400 professionals — 24,400 in
Mazars’ integrated partnership and 16,000 via the
Mazars North America Alliance — to assist clients of
all sizes at every stage in their development.

*where permitted under applicable country laws.

www.mazars.com

Mazars
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