
Report to: Framwellgate Moor Parish Council 
Date: 7th June 2017 
Report of: Clerk to the Parish Council 
Subject: Annual Governance Statement 
 
1      Purpose of the Report 
   
1.1 This report is to explain the requirement for the Council to produce an Annual 

Governance Statement (as set out in Appendix A) declaring the degree to which it meets 
the Governance Framework. 

 
2. Consultation 
 
2.1 In preparing this report I consult with the Councils Internal Auditor. 
 
3. Background 
 
3.1 The Annual Governance Statement (AGS) is a means to inform taxpayers and to show 

how the public accountability framework operates, by local councils by preparing a report 
on their activities for the year.  

 
3.2 The approach relies to a significant extent on self-certification by Councils that their 

internal arrangements are being maintained at a level consistent with good practice. It 
requires the active participation of elected and appointed members in the process of 
providing positive public assurance that their stewardship and governance of the publicly 
owned assets with which they have been entrusted has been properly managed.  

 
3.3 Although Councils have always provided some assurance to taxpayers through 

approving the Statement of Accounts, members also need to strengthen this assurance 
by providing a written AGS. Councillors, working as a corporate body, will need to be 
able to provide this assurance to stakeholders with confidence. The assurance must 
therefore be based on adequate information about the operation of internal controls 
within their councils.  

 
3.4 The public accountability framework encourages openness and transparency from local 

councils by requiring that the Statement of Accounts and external audit reports are made 
public. Councils should consider also making available to local taxpayers any internal 
audit and other third party reports to demonstrate their commitment to inclusiveness, 
openness and transparency. 

 
3.5 It is the Council as a whole, however, that is responsible in law for ensuring that its 

financial management is adequate and effective and that the Council has a sound 
system of internal control which facilitates the effective exercise of their functions and 
which include arrangements for the management of risk.  

 
3.6 Under the regulations, all local councils are required to periodically conduct, in 

accordance with proper practices, a review of the effectiveness of  their system of 
internal control and publicly report the outcome. This annual governance review must 
include a separate review of internal audit 

 
 



3.7 Councils are expected to make a number of representations and assertions in nine 
statements of assurance, which together comprise the AGS about the accountability of 
the council. The AGS together with the Statement of Accounts must be approved at a full 
council meeting.  

 
3.8 These Statements of Assurance are shown below with explanations given, and how 

Framwellgate Moor Parish Council has given assurance on their governance 
arrangements. 

 
4. Risk management  
 
4.1 In all types of undertaking, there is the potential for events and consequences that may 

either be opportunities for benefit or threats to success. Local councils are no different 
and risk management is increasingly recognised as being central to their strategic 
management.  

 
4.2 Risk management is the process whereby local councils methodically address the risks 

associated with what they do and the services that they provide. The focus of good risk 
management is to identify what can go wrong and take proportionate steps to avoid this 
or successfully manage the consequences.  

 
4.3 Risk management is not just about financial management; it is about ensuring the 

achievement of objectives set by the council to deliver high quality public services. The 
failure to manage risks effectively can be expensive in terms of litigation and reputation, 
the ability to achieve desired targets, and, eventually, on the local community’s Council 
Tax bills.  

 
4.4 The local council’s audit approach seeks to encourage local councils to address these 

issues by placing emphasis on the need to keep under review and, if need be, 
strengthen their own corporate governance arrangements, thereby improving their 
stewardship of public funds and providing positive and continuing assurance to 
taxpayers.  

 
4.5 The importance of looking afresh at risk comes in the wake of a more demanding 

society, bold initiatives and more challenge when things go wrong. It also arises because 
of the significant changes taking place as a result of the Government’s service 
improvement agenda, including, for example, Quality Parishes and encouraging the 
delegation of service delivery associated with attaining Quality status. Council’s currently 
face pressures, including those associated with the powers around well-being, that 
potentially give rise to a range of new and complex risks and which suggest that risk 
management is more important now than at any other time.  

 
4.6 Members are ultimately responsible for risk management because risks threaten the 

achievement of policy objectives. Periodically members should:  
  • take steps to identify and update their record of key risks facing the Council;  

 • evaluate the potential consequences to the council if an event identified as a 
risk takes place;  
• decide upon appropriate measures to avoid, reduce or control the risk or its 
consequences; and      

  • record any conclusions or decisions reached. 
 



5. Internal Audit 
 
5.1 Regulation 6 of the Accounts and Audit Regulations 2003, as amended, imposes a duty 

on local councils to ‘maintain an adequate and effective system of internal audit of its 
accounting records and of its system of internal control in accordance with the proper 
practices in relation to internal control’. 

  
5.2 Internal audit is a key component of the system of internal control. The purpose of 

internal audit is to review whether the systems of financial and other controls over a 
councils activities and operating procedures are effective. It is essential that the internal 
audit function is sufficiently independent of the other financial controls and procedures of 
the council which are the subject of review. The person or persons carrying out internal 
audit must also be competent to carry out the role in a way that will meet the business 
needs of each local council. 

 
5.3 Internal audit is an ongoing function reporting to the council on a periodic basis. It is not, 

however, one that should be carried out only once each financial year; nor does it have 
to be carried out only at the completion of each financial year-end. It is undertaken 
throughout the financial year to test the continuing existence and adequacy of internal 
controls. 

 
5.4 It would be incorrect to view internal audit as the detailed inspection of all 
 records and transactions of a council in order to detect error or fraud. It is the 
 periodic independent review of a council’s internal controls resulting in an annual 
 assurance report designed to improve effectiveness and efficiency of the activities 
 and operating procedures under the council's control. Managing the council’s 
 internal controls should be a day-to-day function of the staff and management and 
 not left for internal audit. 
 
5.5 It is therefore important for the Council to consider whether internal audit is proportionate 

to the needs, the size and the circumstances of the council. 
 
5.6 Each council sets out its control objectives, usually in the form of standing orders and/or 

financial regulations. The smaller the council, the less onerous these need to be. 
Similarly, the scope of internal audit at smaller councils will be correspondingly less than 
at larger ones. The more complex the council is or becomes, in terms of its organisation 
and range of services, number of employees, etc. the wider ranging the scope of internal 
audit will be. 

 
5.7 It is therefore a matter for the Council to determine how effective its Internal Audit 

Service is and to ensure that it is fit for purpose and to review this on a periodic basis. 
 
 
 
 
 
 
 
 
  
 



APPENDIX A 
 
ANNUAL GOVERNANCE STATEMENT FOR FRAMWELLGATE MOOR PARISH COUNCIL 
FOR 2016-2017 
 
Councils are expected to make a number of representations and assertions in nine statements 
of assurance: 
 
1.  ‘We have put in place arrangements for effective financial management during the year, 

and for the preparation of the Accounting Statements.’  
 
This first statement covers the Accounts of the local council. Through the act of formally 
approving the accounts the council asserts that it has prepared those Accounts in the way 
prescribed by law and in accordance with proper practices.  
 
Framwellgate Moor Parish Council has approved the statement of accounts on the 7th 
June 2017, and these will be examined by the Internal Auditor and were completed in 
accordance of the above regulations. 
 
2.  ‘We have maintained an adequate system of internal control, including measures 

designed to prevent and detect fraud and corruption and reviewed its effectiveness.’  
 
This second statement covers the council’s responsibility to ensure that its affairs are managed 
in accordance with proper standards of financial conduct and arrangements exist to prevent and 
detect fraud and corruption. The council also asserts that it has tested those arrangements at 
least once in the year to make sure they are working in an adequate and effective way.  
 
The Internal Auditor will carry out an audit of the Parish Council’s internal controls  
based on the tests from section 1 of the Annual Return was submitted on the 7th June 
2017.The effectiveness of the Internal Audit arrangements together with any Internal 
Audit work plan had also been completed and agreed at the same meeting. 
 
3.  ‘We have taken all reasonable steps to assure ourselves that there are no matters of 

actual or potential non-compliance with laws, regulations and proper practices that could 
have a significant financial effect on the ability of the council to conduct its business or 
on its finances.’  

 
4.  ‘We have provided proper opportunity during the year for the exercise of electors’ rights 

in accordance with the requirements of the Accounts and Audit Regulations.’  
 
The third and fourth statements cover the local council’s responsibility to act within the law and 
to put in place proper arrangements to ensure that its financial affairs are conducted in 
accordance with the law and relevant regulations, including providing the opportunity for 
electors to exercise their rights to inspect the financial records and ask questions of the auditor.  
 
The third statement confirms that the council has only done things that it has the legal power to 
do, and, at the fourth statement, confirms that it has during the year allowed all persons who 
may be interested the opportunity to exercise their rights. A positive response confirms that the 
council has also complied with the codes of practice, which it has endorsed and adopted to 
regulate the way in which it carries out its business.  
 



Framwellgate Moor Parish Council has proper procedures and rules to ensure that its 
business activities run smoothly. The Council has also considered any matters of 
concern from the Internal Auditor, which shows that the above has been satisfactory 
completed, and the Internal Auditor could find no evidence that the Parish Council acted 
outside the law or laid down regulations. 
 
5. 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.’ 

 
6.  ‘We have maintained throughout the year an adequate and effective system of internal 

audit of the council’s accounting records and control systems.’  
 
7.  ‘We have taken appropriate action on all matters raised in reports from internal and 

external audit.’  
 
The fifth, sixth and seventh representations cover a local council’s responsibility to develop, 
implement and regularly monitor the effectiveness of systems of internal control (see risk 
management section below) covering:  

• the overall control environment, including internal audit;  
• the identification, evaluation and management of operational and financial risks;  
• budgetary control and monitoring arrangements; and  
• the documentation and application of control procedures.  

 
Framwellgate Moor Parish Council has approved any recommendations from the Internal 
Auditor, which shows that there has been an adequate system of internal control 
maintained, and has also approved the effectiveness of the Internal Audit Service for the 
year. 
 
8.  ‘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 accounting statements.’  

 
This eighth statement covers the local council’s responsibility to conduct its financial affairs and 
to put in place proper arrangements to ensure that its financial standing is soundly based.  
 
The Risk register was periodically reviewed by the Council and found to contain all 
known risks to the Council, it was found to be up to date and is reviewed on a regular 
basis. 
 
The Risk register also includes any actions to be completed by the Internal Auditor, 
which is evidenced in the Internal Audit work carried out. 
 
Framwellgate Moor Parish Council has approved any recommendations from the Internal 
Auditor, which shows that there has been an adequate system of internal control 
maintained during the year. 
 
This statement provides assurance that the Council has considered and disclosed in the 
Annual Return all matters relevant to its business, including any relevant events that has 
taken place in the period between the end of the financial year being reported and the 
date of the Annual Return, which could have an impact on its ability to continue its work. 



 
 
9.   ‘In relation to Trust Funds(including charitable)- in our capacity as the sole managing             

trustee we have discharged our accountability responsibilities for the fund(s)/assets, 
including financial reporting and ,if required, independent examination or audit ’ 

 
The ninth statement covers the meeting of all its responsibilities in managing such funds in 
relation to Recreation Grounds at Abbey Road, Pity Me and Durham Terrace, Framwellgate 
Moor. 
 
The Council has met its responsibilities where it is a sole managing trustee of a local 
trust or trusts, including the completion of annual returns/updates to the Charity 
Commission.  


