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Appendix 1
Local council services and powers

Function

Allotments

Baths and
Washhouses

Burial grounds,
cemeteries,
crematoria and

closed
churchyards

Bus Shelters

Bye Laws

Chatrities
Clocks

Closed
Churchyards

Commons and
common
pastures

Conference
facilities

Community
centres

Powers & Duties

Powers to provide allotments. Duty
to provide allotment gardens if
demand unsatisfied

Power to provide public baths and
washhouses

Power to acquire and maintain
Power to provide

Power to agree to maintain
monuments and memorials
Power to contribute towards
expenses of cemeteries
General management powers
Power to provide and maintain
shelters

Power to make bye-laws in regard to
pleasure grounds

Cycle Parks

Baths and Washhouses

Open spaces and burial grounds
Mortuaries and post-mortem rooms
Duties re parochial charities

Power to provide public clocks
Powers as to maintenance

Powers in relation to enclosure, as to
regulation and management, and as

to providing common pasture

Power to provide and encourage the
use of facilities

Power to provide and equip buildings
for use of clubs having athletic,
social or educational objectives

Statutory Provisions

Smallholdings & Allotments Act 1908, ss
23, 26 and 42

Public Health Act 1936, ss 221, 222, 223
and 227

Open Spaces Act 1906, ss 9 and 10;
Local Government Act 1972, s.214;
Parish councils and Burial Authorities
(Miscellaneous Provisions) Act 1970, s.1;
Local Government Act 1972, s.215(6)
Local Authorities Cemetery Orders 1977
and 1986

Local Government (Miscellaneous
Provisions) Act 1953, s.4;
Parish councils Act 1957

Public Health Act 1875, s.164;

Road Traffic Regulation Act 1984,
s.57(7)

Public Health Act 1936, s.223
Open Spaces Act 1906, s.15
Public Health Act 1936, s.198
Charities Act 2003 s. 79

Parish councils Act 1957, s.2

Local Government Act 1972, s.215
Enclosure Act 1845; Local Government
Act 1894, s.8(4); Smallholdings and
Allotments Act 1908, s.34

Local Government Act 1972, s.144

Local Government (Miscellaneous
Provisions) Act 1976 s.19
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Crime Powers to spend money on various = Local Government and Rating Act 1997,

prevention crime prevention measures s.31
Drainage Power to deal with ponds and Public Health Act 1936, s.260
ditches
Entertainment Provision of entertainment and Local Government Act 1972, s.145
and the arts support of the arts
Gifts Power to accept Local Government Act 1972, s.139
Highways Power to repair and maintain public | Highways Act 1980, ss.43, 50
footpaths and bridle-ways Parish councils Act 1957, s.3;
Power to light roads and public Highways Act 1980, s.301
places Litter Act 1983, ss.5, 6
Provision of litter bins Road Traffic Regulation Act 1984, ss.57,

Power to provide parking places for | 63
vehicles, bicycles and motor-cycles | Highways Act 1980, ss.30, 72
Power to enter into agreement as to | Parish councils Act 1957, s.1

dedication and widening Highways Act 1980, ss.47, 116
Power to provide roadside seats and | Highways Act 1980, s.130
shelters, and bus shelters Road Traffic Regulation Act 1984, s.72

Consent of parish council required Highways Act 1980, s.96
for ending maintenance of highway
at public expense, or for stopping up
or diversion of highway

Power to complain to district councils
as to protection of rights of way and
roadside wastes

Power to provide traffic signs and
other notices

Power to plant trees etc. and to
maintain roadside verges

Investments Power to participate in schemes of Trustee Investments Act 1961. S.11
collective investment

Joint Power to form and patrticipate in joint | Local Government Act 1972 S 101 and S
Committees arrangements for services 102
Land Power to acquire by agreement, to Local Government Act 1972, ss.124,
appropriate, to dispose of land 126, 127
Power to accept gifts of land Local Government Act 1972, s.139
Litter Provision of receptacles Litter Act 1983, ss.5, 6
Local Energy Power to encourage or promote Climate Change and Sustainable Energy
saving microgeneration etc Act 2006 s20
measures
Lotteries Powers to promote

Lotteries and Amusement Act 1976, s.7

Mortuaries and  Powers to provide mortuaries and Public Health Act 1936, s.198
post mortem post mortem rooms
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rooms

Nuisances

Open spaces

Parish Property
and Documents

Postal and
telecommunicati
ons facilities

Public buildings

and village hall

Public

Conveniences

Recreation

Town and
Country
Planning
Tourism

Traffic Calming

Transport

War memorials

Water Supply

Well being

Power to deal with offensive ditches

Power to acquire land and maintain

Powers to direct as to their custody

Power to pay the Post Office, British
Telecommunications or any other
public telecommunications operator
any loss sustained providing post or
telegraph office or
telecommunication facilities

Power to provide buildings for offices
and for public meetings and
assemblies

Power to provide

Power to acquire land for or to
provide recreation grounds, public
walks, pleasure grounds and open
spaces and to manage and control
them

Power to provide gymnasiums,
playing fields, holiday camps
Provision of boating pools

Right to be notified of planning
applications

Power to contribute to organisations
encouraging tourism

Powers to contribute financially to
traffic calming schemes

Powers to spend money on
community transport schemes

Power to maintain, repairs, protect
and adapt war memorials

Power to utilise well, spring or
stream and to provide facilities for
obtaining water therefrom.
Available only to councils meeting
certain conditions

Public Health Act 1936, s.260
Public Health Act 1875, s.164

Open Spaces Act 1906, ss.9 and 10

Local Government Act 1972, s.226

Post Office Act 1953, s.51;
Telecommunications Act 1984, s.97

Local Government Act 1972, s.133

Public Health Act 1936, s.87

Public Health Act 1875, s.164

Local Government Act 1972, Sched.14
para.27

Public Health Acts Amendment Act 1890,
s.44

Open Spaces Act 1906, ss.9 and 10
Local Government (Miscellaneous
Provisions) Act 1976, s.19

Public Health Act 1961, s.54

Town and Country Planning Act 1990,
Sched.1, para.8

Local Government Act 1972, s.144
Local Government and Rating Act 1997,

s.26

Local Government and Rating Act 1997,
5.26-29

War Memorials (Loca
Powers) Act 1923, s.1; as extended by
Local Government Act 1948, s.133

Public Health Act 1936, s.125

LG and Public Involvement in Health Act
2007
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9 This list is current at the time of publication but the publishers do not make any
representations about itd s a ¢ cAdditianalyowers may be granted and
existing powers revoked from time to time through primary legislation. In addition
to the specific powers and duties listed above, local councils have certain general
powers (e.g. s111 and s137 LGA1972) and are also subject to duties under
various Health & Safety, Employment, Equalities and other legislation. Further
information may be obtained from local and regional representatives of OVW and
SLCC.
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Appendix 2

Statement of responsibilities of
auditors and of audited small local
councils

=

WALES AUDIT OFFICE
SWYDDFA ARCHWILIO CYMRU

Statement of responsibilities of
auditors and small local councils

Date: 3 April 2008
Version: Final
Reference number: 283A2008
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1. General Introduction

1.1. Section 14 of the Public Audit (Wales) Act 2004 (the 2004 Act) states that the
Auditor General for Wales (the Auditor General) is responsible for appointing
auditors for local government bodies. Section 16 of the 2004 Act requires the
Auditor General to prepare a Code of Audit and Inspection Practice (the Code)
which prescribes the way in which auditors are to camy out their functions. The
Auditor General may issue further guidance to auditors to supplement that
Code as and when the need arises. This statement sets out guidance on
general responsibilities relevant to audits and so supports the Code.

1.2. The purpose of this statement is to assist auditors and small local councils by
summarising where, in the context of the usual conduct of an audit, the different
responsibilities of auditors and of the local council begin and end, and what is
to be expected of the local council in certain areas. Throughout this statement,
the term ‘local council' covers both the members of the body (ie, the members)
and its management (the senior officers of the council).

1.3. The Code recognises the different needs of small local councils. In order to
harmonise the accounting and audit requirements for small local councils with
those in the Accounts and Audit (Wales) Regulations 2005 (as amended), the
Auditor General has set the small local council audit threshold as those local
councils with income and expenditure of £1 million or under. Small councils
have the same responsibilities as principal authorities in relation to govemance
and accountability, although the regulatory approach has been tailored to their
needs.

1.4. The responsibilities of auditors are derived from statute (principally the
2004 Act), and from the Code. Nothing in this statement is intended to limit or
extend those respensibilities. In particular, loecal councils should note that
because auditors must not prejudice their independence of the local council the
audit role does not include providing financial or legal advice or consultancy to
the local council.

1.5.  Auditors may wish to refer to, and/or incorporate, this statement in audit
planning documents, reports and other audit outputs.

2. Introduction to responsibilities

21. Those who are responsible for the conduct of public business and for spending
public money are accountable for ensuring both that business is conducted in
accordance with the law and proper standards, and that public money is
safeguarded and properly accounted for, and used economically, efficiently and
effectively

Page 30f 10 Statement of responsibilities of auditors and small local councils
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22

2.3,

2.4

2.5

2.6.

27.

31

In discharging this accountability, public bodies and their management are
responsible for putting in place proper arrangements for the governance of their
affairs and the stewardship of the resources at their disposal. They are also
required to report on their arrangements in their annual governance statement.

Itis the responsibility of the local council to ensure that proper arrangements
are in place, but certain individuals have specific responsibilities.

Local authorities have three designated statutory officers each of whom has a
specific role in relation to accountability and control, These are:

- the Head of Paid Service, usually the Chief Executive, responsible to the
full council for the corporate and overall strategic management of the
authority;

. the Monitoring Officer who is responsible for reporting to the authorty any
actual or potential breaches of the law or any maladministration, and for
ensuring that procedures for recording and reporting key decisions are
operating effectively; and

. an officer with the responsibility for the proper administration of their
financial affairs.

Small local councils will have a chief executive officer, often known as the
Clerk, and a Responsible Finance Officer. The Clerk is the equivalent of the
Head of Paid Service and will advise the body about any actual or potential
breaches of the law or any maladministration, and ensure that procedures for
recording and reporting key decisions are operating effectively.

The Responsible Finance Officer is the equivalent of the finance officer.

In some very small bodies, the role of Clerk and Responsible Finance Officer
may be combined, although a separation of these two key roles is always
desirable.

Local councils should note that section 116 of the Local Government Act 1972
prohibits any member from being appointed to any paid office, so long as he is,
and for twelve months after he ceases to be, a member of the counal.

Section 112 (5) permits appointment of members as officers without
remuneration.

In carrying out their responsibilities, auditors may wish to obtain
representations from management, both orally and in writing, on important
matters.

The following paragraphs summarise the responsibilities of auditors and of
local councils in relation to the responsibilities of auditors described in the
Code.

Auditing the Financial Statements

The financial statements, which comprise the published accounts of the local
council, are an essential means by which it accounts for its stewardship of the
resources at its disposal. For community councils, these are presented in a
summansed format as the statement of accounts in the annual return, as
provided by the Wales Audit Office. It is the responsibility of the local council to:

Page 4 of 10
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3.2

3.3

34

3.5

3.6.

3.7.

3.8.

B put in place systems of internal control to ensure the regularity and
lawfulness of transactions;

B maintain proper accounting records; and

B prepare Financial Statements that present fairly the financial position of
the body and its expenditure and income or properly present its receipts
and payments.

The local council is also responsible for preparing and publishing with its
Financial Statements an annual governance statement prepared in accordance
with proper practice. For community councils proper practices may be found in
Govermance and accountability for local councils in Wales — 2008 Edition.

Auditors audit the annual return prepared under Regulation 8(3) of the
Accounts and Audit (Wales) Regulations 2005, which combines the Financial
Statements and the annual governance statement, and give their opinion in the
form of a limited assurance statement,

In carrying out their audit of the Financial Statements, auditors will have regard
to the concept of materiality.

Auditors plan and perform their audit on the basis of their assessment of risk.
Where necessary, auditors may examine selected transactions and balances
on a test basis, and assess the significant estimates and judgements made by
the local council in preparing the statements.

Auditors may evaluate significant financial systems, and the associated internal
financial controls, for the purpose of giving their opinion on the Financial
Statements, Where auditors identify any weaknesses in such systems and
controls, they will draw them to the attention of the local council, but they
cannot be expected to identify all weaknesses that may exist.

Auditors review whether the annual governance statement has been presented
in accordance with relevant requirements and report if it does not meet these
requirements, or if the statement is misleading or inconsistent with other
information of which the auditor is aware. In doing so auditors take into account
the knowledge of the local council gained through their work in relation to the
audit of the Financial Statements. Auditors are not required to consider whether
the annual governance statement covers all risks and controls, nor are auditors
required to form an opinion on the effectiveness of the local council's corporate
governance procedures or risk and control procedures.

Auditors of local councils completing an annual return are required by the
Auditor General to:

B review the local council's compliance with the requirements for the
preparation of annual accounts to determine whether it has been prepared
properly in accordance with relevant legislation and proper practices;

° carry out a high-level analytical review of financial and other information
provided to the auditor,

- review such additional information and explanation as is necessary to
provide sufficient evidence that the local council has maintained an
adequate system of internal control and internal audit throughout the
financial year; and
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B provide an opinion whether, on the basis of these reviews, the accounts of
the local council and the other infermation provided are in accordance
with the Auditor General's requirements, and that no matters have come
to the auditor’s attention, giving cause for concem that relevant legislative
and regulatory requirements have not been met

3.9. In carrying out their work on the annual return, auditors will:
- plan to complete work and meet agreed deadlines,
. maintain close liaison with the local council; and

B provide appropriate and adequate resources, and assign responsibilities
to staff with the relevant expertise and experience.

3.10. Where local councils do not meet agreed timetables and/or provide poor
documentation such that additional audit work is necessary, or the audit is
delayed, auditors can charge additional fees to cover the costs incurred.

4. Specific powers and duties of auditors

4.1.  Auditors have specific powers and duties under the 2004 Act in relation to
matters of legality and electors’ rights. Fees arising in connection with auditors'
exercise of these powers and duties, including costs relating to the appointment
of legal or other advisers to the auditors, are bome by the local council.

5. Reporting the results of audit work

51. Auditors provide:

B oral and/or written reports or memoranda to officers and, where
appropriate, members on the results of, or matters arising from, specific
aspects of auditors’ work;

° an audit report including the auditer’s opinion on the Financial Statements
and the statement of assurance; and

- a certificate that the audit of the accounts has been completed in
accordance with statutory requirements.

5.2 In addition, the following outputs, the need for which may arise at any point
during the audit process, are issued where appropriate:

B a report dealing with any matter that the auditor considers needs to be
raised in the public interest under section 22 of the 2004 Act; and

- any recommendations under section 25(2) of the 2004 Act.

53. \When considering the action to be taken on audit reports, local councils should
bear in mind the scope of the audit and responsibilities of auditors, as set out in
the Code and as further explained in this statement. Matters raised by auditors
will be drawn from those that come to their attention during the audit. The audit
cannot be relied upon to detect all errors, weaknesses or opportunities for
improvement in management arrangements that might exist. Local councils
should assess auditors’ conclusions and recommendations for their wider
implications, before deciding whether to accept or implement them.

Page 6 of 10 Statement of responsibilities of auditors and small local councils
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54.

6.2

7.1

T2

Annual audit letters and reports are addressed to officers or members of the
local council and they are prepared for the sole use of the local council,
Auditors do not have responsibilities to officers or members in their individual
capacities (other than in the exercise of auditors’ specific powers and duties in
relation to matters relating to electors' rights) or to third parties who choose to
place reliance upon the reports from auditors.

Ad hoc requests for auditors’ views

There may be occasions when local councils will seek the views of auditors on
the legality, accounting treatment or value for money of a transaction before
embarking upon it. In such cases, auditors will be as helpful as possible, but
are precluded from giving a definite view in any case because auditors:

. must not prejudice their independence by being involved in the
decision-making processes of the local council,

- are not financial or legal advisers to the local council; and

. may not act in any way that might fetter their ability to exercise the special
powers conferred upon them by statute.

In response to such requests, auditors can offer only an indication as to
whether anything in the information available to them at the time of forming a
view could cause them to consider exercising the specific powers conferred
upon them by statute. Any response from auditors should not be taken as
suggesting that the proposed transaction or course of action will be exempt
from challenge in the future, whether by auditors or others entitied to raise
objection to it. It is the responsibility of the local council to decide whether to
embark on any transaction.

Access to information

Auditors have wide-ranging rights of access to documents and information in
relation to the audit. Such rights apply not only to documents and information
held by the local council and its members and staff, including documents held
in electronic form, but also to the local council's pariners and contractors,
whether in the public, private or voluntary sectors.

There are strict restrictions on the disclosure of information obtained in the
course of the audit, subject only to specific exemptions. The Freedom of
Information Act 2000 does not apply to the Auditor General's appointed
auditors, as they have not (at the time of producing this Statement) been
designated as ‘public authorities' for the purposes of that legislation.

Local councils wishing to disclose information obtained from an auditor are
required by law to seek the auditor's consent to that disclosure.

Grant claims and returns - certification

The Auditor General agrees to make certification arrangements under
paragraph 20 of Schedule 8 of the Government of Wales Act 2006, in
accordance with the framework set out in the separate Statement of
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9.2

9.3

0.4

9.5.

9.6.

9.7

9.8.

Responsibilities of grant-paying and receiving bodies, the Wales Audit Office
(and its appointed auditors) in relation to claims and returns, The responsibility
for ensuring the completion, accuracy and completeness of grant claims and
retumns lies with the local council. Grant-paying bodies may require
independent examination as a condition of their acceptance of claims and
retumns and may ask the Auditor General to make arrangements for auditor
certification of claims and retumns. The Auditor General will have regard to what
it is appropriate, practically and professionally, to expect the certification
process and auditors to do before agreeing to make cerification arrangements.

Audit of charitable funds

This section is relevant to those charities of which the Auditor General
undertakes an audit under Schedule 8 (section 18) of the Government of Wales
Act 2006.

Trustees of charitable funds have a duty to prepare Financial Statements for
each financial year which give a true and fair view of:

B the state of the charity's affairs at the end of the financial year, and

B the incoming resources and the application of those resources by the
charity for that period.

Trustees must ensure that the Financial Statements are prepared in

accordance with the Statement of Recommended Practice — ‘Accounting and

Reporting by Charities'.

Itis the duty of the auditor to report to the trustees whether the Financial

Statements give a true and fair view, and whether they have been prepared in

accordance with the Chanties Act 1993 and the Charity (Accounts and Reports)

Regulations.

Charitable funds with income/expenditure below £10,000 do not require
external scrutiny. All charitable funds over £10,000 require external scrutiny in
the form of an audit or an independent examination.

An audit is required where,;
B the charity's gross income exceeds £500,000: or

. where the charity's gross income exceeds £100,000 and at the end of the
year the aggregate of its assets before deduction of liabilities, exceeds
£2.8 millien.

For those charities where the gross income and total expenditure are between
£10,000 and £500,000, the trustees may elect for an independent examination
of the Financial Statements to be undertaken. The auditor must then follow the
procedures required under section 43 (7) (b) of the Charities Act. Where the
gross income and total expenditure exceed £250,000, the independent
examiner must be a qualified accountant under the Companies Act, a member
of CIPFA or a fellow of the Chartered Institute of Charity iIndependent
Examiners.

If the auditor is only carrying out an independent examination of the charitable
fund, the auditor’s responsibilities are more limited in scope than if an audit
were carried out,
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9.9.  Auditors are also required to report immediately to the Charity Commissioners
any matter which they have reasonable cause to believe is, or is likely to be, of
material significance to the Commissioners’ functions under section 8
(general power to institute inquiries) or section 18 (power to act for protection of
charities) of the 1993 Act. Such matters may relate not only to the activities or
affairs of the charity, but also to any institution or body corporate which is
connected with the charity.

Page 9 of 10 Statement of responsibilities of auditors and small local councils
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Wales Audit Office

24 Cathedral Road
Cardiff CF11 9LJ

Tel : 02920 320500

Fax: 02920 320600
Textphone: 02920 320660
E-mail: infe@wac.gov.uk
Website: www.wao.gov.uk
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Appendix 3

The approach to the audit of local
councils in Wales

The limited assurance audit approach distinguishes between three types of local

council:

9 councils with annual income or expenditure of £1 million or more (Group A);
9 councils with neither annual income or expenditure in excess of £1 million (Group

B); and

9 councils with neither annual income nor expenditure exceeding £100,000 (Group

Q).

The exhibit below describes the new audit approach to each of the three groups.

Exhibit Local council audit i model of delivery

INCOME/EXPENDITURE BAND

DOCUMENTATION REQUIRED

Up to £100,000

£100,001 to £1,000,000

£1,000,000+

Summary Financial
information, Statement off
assurance, Report by
Internal Auditor

Summary Financial
information, Statement
of assurance, Report by
Internal Auditor
|

Intermediate Audit Full Audit
v A\ 4 v

Financial Staements
(SORP) Full working
papers

5% spot check
(intermediate audit)

Compliance assessment based on self-certification and document review

Full Compliance

Minor non compliance*

v

RISK,

M -
Analytical review,

Clarification work and/oH

AUDIT APPROACH Analytical Review

selected testing or non-

corppliance

Significant non-
compliance*

compliance areas, Apply
aspects of Intermediate

Risk Assessment
(analytical review)

Rich-based Planning

JRISK |

audit

v v
Intermediate audit
appraoach, Audit Full Audit

Commission guidance
1

Limited Assurance

AUDITOR SELECTION |

Local Framework

Presents fairly

National Framework

*Non-compliance indicates the presence of unmitigated risk factors which will lead to

a more intensive audit as required.

Source: Wales Audit Office
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Appendix 4

Extracts from the Auditor General for
Wa | eCode of Audit and Inspection
Practice - highlighting sections
relevant to the audit approach for local
councils

The audits of small bodies

46. There will be circumstances in which aspects of the Code that are potentially
applicable may be inappropriate to the audit of certain bodies, for example because
of the relatively small amounts of public money controlled by the bodies in question.
In carrying out the audit of such bodies auditors should apply the Code in so far as, in
their judgement, it is appropriate, taking into account any relevant guidance issued by
the Auditor General. In carrying out the audit of bodies with either annual income or
annual expenditure below a financial limit determined, after consultation with relevant
bodies, by the Auditor General from time to time, auditors should apply Schedule 1 of
this Code to their audits if directed to do so by the Auditor General.

47. There may also be circumstances in which the Auditor General could determine
that the full requirements of the Code will apply to bodies that would otherwise be
considered to be small.

Schedule 1: The audits of small bodies
Governance and accountability

S1. Itis the responsibility of small bodies (as defined by the Auditor General in
accordance with Section 3 of the Code) to put in place proper arrangements to
ensure the proper conduct of their financial affairs, and to monitor the adequacy and
effectiveness of those arrangements in practice. Small bodies are required to prepare
their accounts in accordance with their statutory responsibilities, and to maintain an
adequate system of internal audit of their accounting records and control systems.

S2. Small bodies meet their responsibilities by preparing and publishing, and
providing the auditor with, the accounts prepared for the financial year, together with
such additional information and explanation as is necessary to provide sufficient
evidence that they have maintained adequate systems of internal control and internal
audit throughout the financial year.

The audit approach

S3. Auditors of small bodies should undertake an examination of the annual accounts
and additional information and explanation provided by the body.
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S4. Auditors should meet their responsibility by:

A reviewing compliance with the requirements for the preparation of the annual
accounts;

A carrying out a high level analytical review of financial and other information
provided to the auditor; and

A reviewing such additional information and explanation as is necessary to

provide sufficient evidence that the body has maintained an adequate system
of internal control and internal audit throughout the financial year.

S5. Where, on the basis of the auditords revie
in relation to any relevant matter, additional testing should be undertaken to address
the auditords concerns.

S6. When the auditor has completed an examination of the annual accounts and
additional information and explanation provided, the auditor gives an opinion on the
accounts and certifies the completion of the audit. Auditors provide assurance in the
form of an opinion whether, on the basis of their review, the accounts and the other
information provided are in accordance with the specified requirements and that no
matters have come to their attention giving cause for concern that relevant legislative
and regulatory requirements have not been met.
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Appendix 5

Extract from Standing Guidance issued
by the Auditor General to External
Auditors to small local councils on the

overall scope and approach of their
audit
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Basic audit

15.  The auditor must carry out these procedures for all local councils falling
below the £1 million threshold. Where the council has a turnover of
less than £200,000 per annum, and is not selected to be part of the 5%
sample selected for more detailed audit, then these procedures will — if
properly applied — enable the completion of the limited assurance audit.
Where the council has a turnover of between £200,001 and £1m, or is
part of the 5% sample, the intermediate audit procedures described
below will also have to be followed.

16.  The council will complete and submit the annual return (See Appendix
3). Three sections should be completed by the council:

» Section 1: Statement of accounts — the council should have
transferred key financial data items from their prime accounting
records in accordance with the guidance provided on the return;

« Section 2: Statement of assurance - this should be completed by
the members of the council noting their acceptance and
understanding of their statutory responsibilities and providing an
acknowledgement that they have fulfilled the duties imposed by
statute; and

« Section 4: Annual report by the internal auditor — this should contain
a report on the adequacy and effectiveness of the council's system
of internal controls.

17.  Guidance in the annual return reminds bodies to submit with the return,
certain other documentation required to undertake the audit. Failure to
provide this information may trigger additional audit work, which may
be charged to the council in addition to the standard fee. The
information to be submitted to the external auditor with the annual
return is:

« year-end bank reconciliation. An example of the suggested format
is given in the Practitioners’ Guide. Copies of bank statement pages
covering the 31 March financial year end may also be attached; and

« a brief explanation(s) of significant variances between the current
and previous year's accounts in the annual return.

18.  The Auditor General will circulate annually to auditors year-end
balances of borrowings by local councils from the Public Works Loan
Board (‘PWLB'). This will normally take the form of Auditor General
Guidance. Auditors should make their own arrangements with Council
Tax managers of principal authorities in their contract/appointment area
(or their auditors) to receive local council precept data for the relevant
financial year.

19.  Auditors may also wish to obtain additional information if audit
procedures (analytical review, risk assessment, cumulative audit
knowledge etc), identify an unresolved issue in the annual return, or
some other possible irregularity.

20. The auditor may, having informed the council of his/her intention,
request an independent verification of bank and/or investment
balances in order to carry out required further work. Auditors should
note that there is a cost implication for local councils in making such a
request. Banks may charge up to £50 for this service.
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21.  When the relevant information is obtained, the next step is undertaking
the audit.

22.  Where a properly completed annual return is submitted and the high
level analytical review indicates no unresolved material audit risk, the
auditor should proceed to sign the certificate and opinion at section 3 of
the return.

23. If the initial examination of the annual return indicates that additional
audit work is necessary, auditors should identify the specific area of
concern and the additional work required (which should be limited to
dealing with the specific area of concern), make an estimate of the time
required to carry out this work and inform the audited council of the
likely cost before commencing the work. The justification for the
decision to carry out any additional work must be properly evidenced.

24. If the additional work can be avoided by the council providing further
information to the auditor, the council should be given the opportunity
to comply before further work is undertaken.

Intermediate audit

25. The intermediate audit applies to councils with income or expenditure
between £200,001 and £1 million, and to councils with income or
expenditure up to £200,000 which are subject to a 5% spot check.

26. The intermediate audit seeks to test one or more of the assertions
made by the audited council and thereby obtain additional audit
evidence through a ‘show me’ approach to the information provided by
the council in the statement of assurance.

27. Each of the eight assertions in the Annual Governance Statement
(Section 2 of the annual return) is reproduced in Appendix 4, together
with some suggested tests that may be applied, either in the form of an
additional questionnaire to the council or by using other audit methods.

28. The auditor should consider the following factors in order to determine
the frequency and extent to which they wish to apply some or all of the
suggested tests:

« the initial risk assessment; and
« cumulative audit knowledge and experience.

29. In addition, the auditor may also consider the following factors, when
information is received from the council:

« the outcome of the analytical review of information supplied; and
« the level of compliance with auditor requirements.

30. The auditor should only consider making a further document request if
the necessary information cannot be obtained from the documents
already provided by the council.

31. The Auditor General expects the evidence required by auditors for
intermediate audit to be proportionate to audit risk. Auditors may plan a
cyclical approach to the audit of the statement of assurance based on
risk in order to minimise the additional information required annually.
Any additional work arising from intermediate audit must be evidenced
and documented as appropriate.
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32. In order to reduce the frequency of correspondence and to provide a
reasonable time for response, the WAO recommends that in practice,
auditors should, wherever possible, advise the audited council when
calling the audit about the additional evidence being sought under
intermediate audit. Provision for this has been made in the AF3.

33. The cost of intermediate audit is included in the fixed fees scale. For
councils selected for an intermediate audit as part of the 5% sample,
the audit fee will be the same as for the basic audit.

34. Auditors should note when planning the intermediate audit that the
format of the audit opinion is the same limited assurance opinion that
applies to basic audit.
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“we have approved the statement of accounts
which has been prepared in accordance with
the requirements of the Accounts and Audit
(Wales) Regulations and proper practices”.

Appendix 4 - The Annual Governance Statement

Does the council have access to a Practitioners’
Guide on proper practices and have the
accounts been prepared in accordance with this
guidance?

Has the council properly prepared its financial
summary?

Did the council/committee review the bank
reconciliation?

Copy of financial statements/records on which
annual retumn is based.

Copy of extended trial balance (if I&E).

Copy of closing bank statements.

“we have maintained an adequate system of
internal control, including measures designed
to prevent and detect fraud and corruption and
reviewed its effectiveness”.

Confirm that arrangements are in place to
ensure that the systems of internal control are
fully documented.

Confirm that the council receives regular reports
regarding intemal controls/fraud protection.

Copy of internal auditor's reports re internal
controls.

Copy of minute(s) where intemal controls
discussed/approved.

“we have taken all reasonable steps to assure
ourselves that there are no matters of actual or
potential non-compliance with laws,
regulations and codes of practice which could
have a significant financial effect on the ability
of the council to conduct its business or on its
finances™.

Confirmation that all expenditure decisions made
are within existing powers and minuted.

Confirm that the council has adopted Standing
Orders and Financial Regulations.

Confirm council has adopted and applies the
Code of Conduct.

Confirm all members have received training on
the Code of Conduct.

Confirm council has met all its duties in regard to
its role as charitable trustee (if any)

Copies of minutes for a selected period showing
expenditure powers have been properly
identified.

Copy of Standing Orders/Financial Regulations
and/or minute adopting.

Copy of minute adopting Code of Conduct

Extract from declarations of interest.
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Sample copies of members' acceptance of office.

“we have provided proper opportunity for the
exercise of electors' rights in accordance with
the requirements of the Accounts and Audit
(Wales) Regulations”

Confirm that the notice of audit has been
prominently advertised/displayed.

Confirm that the notice of completion of the audit
has been properly advertised/displayed.

Confirm that accounts have been made available
to electors.

Copy of notice of audit.

Copy of notice of completion of audit.

Copy of arrangements in place for inspection of
accounts.

“we have carried out an assessment of the
risks facing the council and taken appropriate
steps to manage those risks, including the
introduction of internal controls and/or external
insurance cover where required”,

Confirm arrangements for risk management and
how this has been carried out/updated and/or
considered by the council.

Confirm that appropriate insurance cover for
identified risks is in place.

Confirm council regularly seeks assurance
regarding intemal controls.

Copy of risk management minute.

Copy of insurance schedule including value of
Fidelity Guarantee bond.

Copy of any risk assessment documentation or
reports (if any)

“we have maintained an adequate and
effective system of internal audit of the
council's accounting records and control
systems and reviewed its performance”.

Confirm that internal audit is carried out in
accordance with proper practice guidance in the
Practitioners’ Guide.

Confirm that internal audit is not requested to
undertake tasks or give advice which may
compromise or fetter hisfher independence or
invalidate the council’s insurance.

Copy of minute appointing/.reappointing intemnal
auditor.

Copy of letter of engagement scoping Internal
Audit work.

Copy of annual letter from |A confirming
continuing independence

Copy of annual performance review of Internal
Audit by the council
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“we have taken what we consider to be
appropriate action on all matters raised in
previous reports from internal and external
audit”.

Confirm that all internal and external audit
reports have been placed before and considered
by the council.

Confirm that there are no outstanding matters
from previous audit reports.

Copy of minute recording auditors’ report.

Copy of agreed action plans to carry out
recommendations.

“we have considered whether any litigation,
liabilities or commitments, events or
transactions, occurring either during or after
the year-end, have a financial impact on the
council and, where appropriate have included
them in the statement of accounts”.

Confirm that reserves are adequate and not
excessive.

Confirm that where there are any claims against
the council, it has provided for any uninsured
portion of the claims.

Confirm council has not borrowed any money
other than for financing capital schemes and for
which borrowing approval has been obtained.

Confirm no changes to existing capital
programmes.

Copy of analysis of reserves identifying general
fund and any earmarked reserves.

Details of any provisions made or added to in the
year.

Copy of capital expenditure programme.

Details of any loans outstanding or applied for,
Details of any current or planned lottery bids.
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Appendix 6
Annual return for local councils for the
year ending 31 March 2008
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