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Introduction 

In association with the monitoring and approval of the system of internal control, Nash Mills Parish 

Council must also review the effectiveness of the internal audit and auditor each financial year. 

The Account and Audit Regulations 2015 require councils to ensure that an effective system of 

internal control and audit is in place and is reviewed to enable Nash Mills Parish Council to positively 

answer all assertions in the AGAR (Annual Governance and Accountability Return). 

Assertion 6 Internal Audit 

We maintained throughout the year an adequate and effective system of internal audit of the 

accounting records and control systems. 

Assertion 7 Reports from Auditors 

We took appropriate action on all matters raised in reports from internal and external audit. 

Last Year NMPC appointed Philip Rhoden of Etaerio as Internal Auditor. 

The external Auditor is appointed centrally. 

Meeting the standards 

Expected Standard Evidence of Achievement Is this standard achieved/needs 

1. Scope of internal audit Scope of audit work takes into 
account risk management processes 
and wider internal control. 
Terms of reference and financial 
regulations define responsibilities in 
relation to preventing fraud. 
NMPC appointed Phillip Roden @ 
Etaerio for 2018/19 audit Minute ref 
1519. 

Need to approve auditor for 
2019/20 

2. Independence Internal Auditor has direct access to 
RFO. 
Reports are made in own name to 
management. 
Auditor does not have any other 
role within the council. 

yes 

3. Competence No evidence that internal work has 
not been carried out ethically, with 
integrity and objectivity. 
Internal auditor familiar with 
governance processes and 
accounting regulations for parish 
councils 
Qualification:  ICAEW 

Yes (previous experience on DBC 
audit panel when it was all 
audited by DBC before it was 
disbanded). 
Has been NMPC auditor for a 
number of years. 

4. Relationships Clerk/RFO and councillors are 
consulted on the internal audit plan 
and on the scope of each audit. 
Responsibilities for officers and 
internal audit are defined in relation 
to internal control, risk management 
and fraud and corruption matters. 

Yes, during review of internal 
control audit plan is discussed. 
Clerk and the majority of Cllrs 
have attended training this year. 
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The responsibilities of council 
members are understood, and 
training carried out as necessary. 

5. Audit Planning and reporting The audit is a feature of a wider plan 
with regards to internal control. 
Policy and procedural reviews and  
Monthly reports and strong internal 
control procedures embed this 
approach within NMPC. 

An annual audit plan is now in 
place (agreed with internal 
control policy at December 
meeting) 
The review of Internal control is 
now in place (December 2019) 
With a new Clerk/ RFO in place a 
rolling programme of policy, 
procedural and risk assessment 
reviews is being undertaken to 
ensure that the policies and 
procedures adopted are 
compliant and current. 

Characteristics of Effectiveness 

Expected Standard Evidence of Achievement Is this standard achieved/needs 

Internal audit work is planned Planned internal audit work is based 
on risk assessment and designed to 
meet the body’s governance 
assurance needs. 

Yes plan in place and terms of 
reference/ letter of engagement 
to be agreed by council. 

Understanding the whole organisation its 
needs and objectives 

The annual review demonstrates 
how audit work will provide 
assurance in relation to the body’s 
annual governance statement. 

yes 

Be seen as a catalyst for change Supportive role of audit for 
corporate developments such as 
corporate governance review, risk 
management and ethics. 

yes 

Add value and assist the organisation in 
achieving its objectives 

Demonstrated through positive 
management responses to 
recommendations and follow up 
action where called for. 

Yes, copy of last years report and 
actions completed attached. 

Be forward looking When identifying risks and in 
formulating the annual internal 
control plan, changes on national 
agenda are considered. Internal 
audit maintains awareness of new 
developments in the services, risk 
management and corporate 
governance. 

Yes, Clerk regularly receives 
updates from advisory services 
regarding changes to procedural 
templates or regulations. 

Be challenging Internal audit focuses on risks and 
encourages members to develop 
their own responses to risks, rather 
than relying solely on audit 
recommendations. The aim of this is 
to encourage greater ownership of 
control environment. 

yes 
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Ensure the right resources are available Adequate resource is made available 
for internal audit to complete its 
work. 
Internal auditor understands the 
body and the legal and corporate 
framework in which it operates. 

Last year a much more detailed 
audit took place as the clerk was 
new in post with no handover. 
Rigorous systems have now been 
implemented in line with auditors 
recommendations. 

 

Appendix 1 – Internal Auditor report 2018/19 

Appendix 2 – External Auditor report 2018/19 

Appendix 3 - Annual Governance Pages 2018/19 

Appendix 4 – Clerk report on status of actions re recommendations. 
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Annual Governance and Accountability Return 2018/19 Part 3 Page 6 of 6 

Section 3 – External Auditor Report and Certificate 2018/19 
In respect of Nash Mills Parish Council HT0074

1 Respective responsibilities of the body and the auditor
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 2019; and 
· confirms and provides assurance on those matters that are relevant to our duties and responsibilities as 

external auditors. 
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

3 External auditor certificate 2018/19 
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 2019.

On the basis of our review of Sections 1 and 2 of the Annual Governance and Accountability Return (AGAR), in our opinion the information in 
Sections 1 and 2 of the AGAR 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.  

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

· The smaller authority should ensure that it has regard to the level of reserves held when considering future precept requests. Any
earmarked reserves should be considered and formally approved by the smaller authority.

* Note: the NAO issued guidance applicable to external auditors’ work on limited assurance reviews for 2018/19 in Auditor 
Guidance Note AGN/02.  The AGN is available from the NAO website (www.nao.org.uk) 

PKF LITTLEJOHN LLP 
External Auditor Name 

External Auditor Signature 26/08/2019 Date 
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Clerk Report re audit update prior to new financial year. 

Sent: Tuesday, June 18, 2019 3:30 PM 
To: Nikki Bugden  

Subject: V2 IA report 

 For completeness here is the V2 report and the corresponding text for the recommendations. 

 Paper version went in the post today. 

  Control Recommendation(s) Clerk Actions 

1 Proper bookkeeping. 

Noting: the year-end position covering transactions for the year 
has been established; the challenges in the year due to the period 
without a clerk; the move to a new spreadsheet system for the 
cash book; and the planned to move to Quickbooks - I 
recommend that the bookkeeping system (cash book) going 
forward is developed with reference to the guidance in 
'Governance and Accountability for Smaller Authorities in England 
- A Practitioners' Guide' including recording the internal reference 
number for each cash book entry to match it to its supporting 
invoice etc., on which the reference number is also written. 

Cashbook changed to suitable system. 
Quikbooks software purchased. 

2 
Standing Orders and Financial 
Regulations adopted and applied; 
and payments controls. 

Noting the transitional cash book system used for the year, whilst 
the majority of VAT identified on items tested could be traced 
through to VAT return summaries, it appears that a small number 
invoices with VAT (largest VAT amount £99) may not have been 
included on VAT returns covering 2018/19. I recommend that this 
is looked into. I also recommend the cash book system used for 
2019/20 facilitates reconciliation of cash book transactions to 
quarterly VAT returns. The use of internal reference numbers to 
identify each invoice/receipt (as also included in another 
recommendation) would be helpful in this regard. 
It appears that £3.60 VAT may have been reclaimed rather than 
£3 for the January payroll services invoice. I recommend that this 
is investigated and if appropriate corrected on a future VAT 
return. 
I recommend that when paid, 'paid' together with the date is 
noted on the file copy of each invoice. 
 
 

Quikbooks enables accurate recording for VAT 
purposes. These are then cross referenced to paid 
invoices prior to submission. 

 
I have been unable to locate the vat £99 mentioned  

(pre my arrival)and will ask auditor for clarification. 

 
 
 
 
 
 
 
 
Actioned. 
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3 Risk management arrangements. 

Noting: the last review of the council's system of internal control 
(minuted February 2018), its subsequent consideration (May 2018 
minutes); the review of the council's financial and management 
risk assessment (minuted February 2019); the review of the 
effectiveness of internal audit (minuted April 2019); and the 
clerk's report on the council's financial position and procedures 
(minuted February 2019 Finance Committee); and that the review 
is on the full council agenda for June 2019, I recommend that an 
annual review of the effectiveness of the council's system of 
internal control as a whole be undertaken and formally minuted 
each financial year. 
It appears that the minutes do not appear to record consideration 
of the external audit report for 2017/18 - I recommend that this is 
undertaken by full council and minuted. 

Noted and actioned 
 

 
 
 
 
 
 
 
Report attached and will be on the agenda for January 
2020 to minute Council consideration. No actions 
arising. 

4 Budgetary controls. None.  

5 Income controls. None.  

6 Petty cash procedures. None.  

7 Payroll controls. None.  

8 Assets controls. 

I recommend that as the number of assets on the asset register 
has increased over time,  for ease of reference going forward, the 
asset register format would benefit from being updated with 
reference to 'Governance and Accountability for Smaller 
Authorities in England - A Practitioners' Guide'. 
The internal audit did identify a small number of adjustments to 
the asset register, which have been amended - I recommend that 
as appropriate, additions to the asset register are included if and 
as appropriate at their cost net of reclaimable VAT consistent with 
the timing of their inclusion in the cash book. 

 
Actioned  

 
 
 
 
 
 
 
 
 
 

9 Bank reconciliation. None.  

10 Year-end procedures. None.  

11 Basic IT controls. None.  

12 Responsibility as a trustee. None.  
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