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ITEM 1
INTERNAL AUDIT REPORT ON CORPORATE GOVERNANCE ARRANGEMENTS > 2007/08
ILEAD OFFICER: Georgina Ayling, Head of Finance & Business Development
REPORT AUTHOR: Marilyn Robinson, Audit & Fraud Prevention Manager
Summary: _ ' This report evaluates compliance in 2007/08 with the Delivering Good

Governance in Local Government Framework, summarises progress
with corporate governance arrangements since the previous year and
details the outstanding issues.

Recommendation:  That Members note the report and its contribution to the annual Governance

1.1

3.2

Statement.

INTRODUCTION

The Good Governance Standard for Public Services was adopted by Full Council on 28 July
2005. Internal Audit has the role of carrying out an independent review and reporting to
Members annually, to provide assurance on the adequacy and effectiveness of corporate
governance arrangements and the extent of compliance with the adopted Standard. In
2007/08, CIPFA/SOLACE published updated guidance to make the original Standard directly
relevant to Local Government. The audit report identifies the new requirements.

INTERNAL AUDIT REPORT
The internal audit report is attached at Appendix 1.

CONCLUSIONS

The Council’s arrangements for Corporate Governance are largely in line with the best practice
guidance.

The arrangements were generally effective and being complied with. A significant number of
items have been progressed since the previous year and progress on the three outstanding
issues is being monitored on a quarterly basis. Seven new actions have been identified and are
included in the action plan.

List of Appendices '

Appendix 1 — Internal Audit report 2007/08 on Compliance with the Good Governance Framework
Appendix A — Internal Audit report Appendix A — Detailed Framework and Compliance

Appendix B ~ Internal Audit report Appendix B - Action Plan

Appendix C - Internal Audit report Appendix C — Example of a Code of Corporate Governance
List of Background Documents: None

Officers Consulted: Corporate Team
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1.0
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1.2

1.2

2.0

2.1

INTRODUCTION

The Council adopted the Good Governance Standard for Public Services on 28 July
2005. The Standard provided a national framework for assessing good govemance
practice. Full Council, as the governing body, had overall responsibility for implementing
the Standard and approved an action plan to improve compliance with the requirements
of the Standard. Corporate Team has monitored the operation of the Standard, ensuring
appropriate arrangements were in place. In addition, internal audit was required fo carry
out an independent review annually, to provide assurance on the adequacy and
effectiveness of corporate governance arrangements and the extent of compliance with
the approved Standard.

CIPFA/SOLACE has now published an update to the above Standard — a Framework for
Delivering Good Governance in Local Government — to make the original Standard
directly relevant to Local Government.

The scope of the audit covered monitoring compliance with the Standard and identifying
any new requirements arising from the 2007/08 CIPFA/SOLACE framework.

KEY FINDINGS

Detailed comments are given in Appendix A, which shows the full CIPFA/SOLACE
framework and how this is being applied. Areas highlighted in the first column are the
new requirements identified. These have been incorporated in the action plan at
Appendix B if the Council does not already have appropriate arrangements in place. The
new requirements related to:-

+ Ensuring that partnerships are underpinned by a common vision of their work
that is understood and agreed by all partners

« Putting in place effective arrangements to identify and deal with failure in service
delivery

+ Measuring the environmental impact of policies, plans and decisions

+ Ensuring effective leadership throughout the authority and being clear about
executive and non-executive functions and of the roles and responsibilities of the
scrutiny function

« Making a Chief Executive responsible and accountable to the authority for all
aspects of operational management

« Developing protocois to ensure that the leader and Chief Executive negotiate
their respective roles early in the relationship and that a shared understanding of
roles and objectives is maintained

[
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2.2

2.3

When working in partnership:-

- ensure there is clarity about the legal status of the partnership

- ensure that representatives of organisations both understand and make
clear to all other pariners the extent of their authority to bind their
organisation to partner decisions.

Developing and maintaining an effective Standards Committee

In pursuing the vision of a partnership, agree a set of values against which
decision-making and actions can be judged

Developing and maintaining and effective scrutiny function, which encourages
constructive challenge and enhances the authority’s performance overall and
that of any organisation for which it is responsible

Deveioping and maintaining an effective audit committee (or equivalent}, which
is independent of the Executive and Scrutiny functicns, or make other
appropriate arrangements for the discharge of the functions of such a
committee

Using their legal powers to the full benefit of the citizens and communities in
their area

Actively recognising the limits of lawful activity placed on them by, for example,
the ultra vires doctrine but also striving to utilise their powers to the full benefit
of their communities

Recognising the limits of lawful action and observing both the specific
requirements of legislation and the general responsibilities placed on authorities
by public law

Observing all specific legislative requirements placed upon them, as well as the
requirements of general law, and in particular to integrate the key principies of
good administrative law — rationality, legality and natural justice ~ into their
procedures and decision-making processes.

We found that the existing governance arrangements largely met most of the new
requirements identified in the CIPFA/SOLACE 2007/08 framework and agreed
arrangements were being complied with.

A number of items had been progressed since the previous year. These included: -

approving a revised Corporate Plan

reviewing the Constitution

approving revised Financial Regulations

updating Audit Commission pro formas con Direction of Travel, Value for Money
and the Use of Resources to evaiuate performance

3
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continuing the personal development programmes for Members

centinuing a corporate management training programme

approving job profiles for corporate team members and making these available
on the intranet

agreeing documented roles for Members

implementing a programme of work by the Process Improvement Team
updating partnership agreements

maintaining operational risk registers on the corporate performance
management system {Covalent)

carrying out a management survey relating to data quality

delivering corporate training for all employees on Equality and Diversity
beginning a programme of Equality and Diversity Impact Assessments
carrying out a health check on Ethical Governance

organizing feedback from stakeholders as to the Council's performance

24  Qutstanding actions from the previous year related to:-

The need for full compliarice with the revised Complaints procedure. [Further
progress was to be linked with the functionality of the new Customer Relationship
Management software]

Quarterly performanice discussions held with the Service Heads and Directors
were to be formally documented and available for review. [Some notes were now
lodged on the Covalent performance system]

Linking performance to budgets within Service Plans and Performance
Monitoring reports [2007/08 Service Plans and 2008/09 budget planning
included resource planning linked to the delivery of objectives but further work is
needed in linking financial monitoring to service perfermance. A Task Group has
heen set up to address this in 2008/0¢]

2.5 Progress on these outstanding issues is monitored quarterly.

2.6  Areas for further improvement in 2007/08 related to:-

The Statement of Accounts for 2006/07 were not signed off or published, due to
material errors within the accounts and because of a public objection. As at
29/4/08, the 2006/07 accounts were being finalised, the 2005/06 accounts were
being restated and the Audit Commission was still considering the objection.

The Scheme of Delegations for Officers has not been fully reviewed since April
2005. 1t needs to reflect subsequent operational changes and approved changes
to Financial Regulations. Delegated powers to the Chief Executive are limited
and some operational powers still remain with Full Council, the Executive and
with Personnet Panel.
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Further development of the Ethical Governance Framework was to be
undertaken in 2008/09.

A phased programme of Equality and Diversity Impact Assessments were
introduced in 2007/C8. Further was to be undertaken in 2008/09.

The Scrutiny Committees’ work plan could involve more scrutiny of performance
delivered by partnerships. [Revisions te the Constitution on 17/4/07 allow OSC
powers to summons representatives of pariner organisations o appear before
them or to provide information within specified timescales]

The last annual report on the activity of the scrutiny function was for 2005/06.
Whilst the Council had formally agreed the principles of the previous Code and

an action plan to achieve compliance, the Council does not have a formally
documented Code of Corporate Governance.

3.0

3.1 Overall the Council's corporate governance arrangements are in line with the Delivering
Good Governance in Local Government Framework. Arrangements were largely in place
and were being complied with. Particular emphasis is now being placed on partnership
working and this is reflected in new requirements both for partnership working and for
actively recegnising the limits of lawful action.

3.2 Continued progress has been made in developing and updating the arrangements and
actions have been identified to address the outstanding issues.

Marilyn Robinson
Audit Services Manager

29 April 2008
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INTRODUCTION

Corporate Governance is a term used to describe how organisations direct and
control what they do. As well as systems and processes this includes cultures
and values. For local authorities this also includes how a council relates to the
communities that it serves. Good Corporate Governance requires local
authorities to carry out their functions in a way that demonstrates accountability,
transparency, effectiveness, integrity, impartiality and inclusivity. Corporate
Governance is also the structure through which strategic objectives are set and
perfermance monitored.

Copeland Borough Council is committed to demonstrating that it has fully
effective Corporate Governance arrangements in place to perform effectively.

This Code is a public statement that sets out the way the Council will meet

that commitment. As such it represents a key component of the Council’s

- constitutional arrangements. The Code has been developed in light of CIPFA /
SOLACE Delivering Good Governance in Local Government Framework and is
based upon the following 6 core principles:

» Focusing on the purpose of the authority and on cutcomes for the
community and creating and implementing a vision for the local area

¢ Members and officers working together to achieve a common purpose
with clearly defined functions and roles

» Promoting values for the authority and demonstrating the values of
good governance through upholiding high standards of conduct and
behaviour

» Taking informed and transparent decisions which are subject to
effective scrutiny and managing risk '

* Developing the capacity and capability of members and officers to be
effective

» Engaging with local people and other stakeholders to ensure robust
public accountability

The Code also sets out the mechanisms for monitoring and reviewing the
Council's Corporate Governance arrangements.
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THE COUNCIL’S CORPORATE GOVERNANCE PRINCIPLES

Focusing on the purpose of the authority and on outcomes for the
community and creating and implementing a vision for the local area

1. The Council will, in exercising Strategic Leadership, develop and
communicate its purpose and vision and intended outcomes for citizens and
service users. It will explain and report regularly on activities, performance
and the Council’s financial position. Timely, objective and understandabie
information about the Council's activities, achievements, performance and
financial position will be provided. The Council will do this by publishing
annually:

+ A Corporate Plan:

* Externally audited accounts;

* Annual Report;

+ Independently verified performance information.

2. The Council will aim to deliver high quality services that are value for money.
The Council will do this by:

+ Delivering services to meet local needs through the Community Strategy,
and put in place policies and processes to ensure that they operate
effectively in practice;

* Directing resources to those that need services most:

* Developing effective relationships and partnerships with other public
sector agencies and the private and voluntary sectors;

* Responding positively to the findings and recommendations of external
auditors and statutory inspectors and putting in place arrangements for the
implementation of agreed actions and improvement :

» Comparing information about our services with services provided by
similar organisations, assessing why levels of efficiency, effectiveness and
quality are different elsewhere and considering other alternative means of
service provision to maximise opportunities and improve value for money
where appropriate;

Members and officers working together to achieve 2 common purpose with
clearly defined functions and roles

3. The Council will ensure that the necessary roles and responsibilities for the
Governance of the Council are identified and allocated so that it is clear who
is accountable for decisions, together with delivering performance against the
Council’'s objectives. The Council will do this by:

* Electing a Leader of the Council and Executive Members with defined
executive responsibilities;
* Agreeing a scheme of delegated responsibilities to Officers;

Z)
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Annually appointing Committees to discharge the Council's Regulatory
responsibilities;

Annually appointing Committees to discharge the Council's Scrutiny
responsibilities;

Undertaking a regular review of the operation of the Council’s Constitution;
Having in place effective and comprehensive arrangements for the
scrutiny of services and for holding the Executive to account;

Making the Chief Executive responsible and accountable for all aspects of
operational management;

Making a nominated Senior Officer responsible for the proper
administration of its financial affairs (151 Officer);

Making a nominated Senior Officer responsible for actions taken in
accordance with Statute and Regulation (Monitoring Officer);

Developing protocols that ensure effective communications between
Members and Officers.

Promoting values for the authority and demonstrating the values of good
governance through upholding high standards of conduct and behaviour

4.

The Council will foster an organizational culture based on shared values,
high ethical principles and good conduct. The Council will do this by
establishing and keeping under review:

The Council's own values on Leadership as enshrined in the Corporate

Plan and evidenced in Codes of Conduct that sets a standard for behaviour;

L] -* . L) - »

A Member Code of Conduct:

A Code of Practice for Members responsible for determining Planning
Applications;

An Officer Code of Conduct, including declaration of gifts and hospitality ;
A Protocol governing Member/Officer relations:

Financial and Contract procedures rules

A Whistleblowing policy:

The roles of Members and officers in decision-making;

Appropriate and timely advice and guidance to both Members and
Officers;

Systems for reporting and dealing with any incidents of fraud and
corruption, via the Council’s Anti-Fraud Strategy.

The Council will appoint a Standards Committee with responsibilities for
promoting and monitoring the application and delivery of these codes and
protocols and promoting positive and trusting relationships within the Council.

Governance arrangements with our key partners.
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Taking informed and transparent decisions which are subject to effective
scrutiny and managing risk

7. The Council wili ensure that appropriate legal, financial and other
professional advice is always considered as part of the decision-making
process and the Council will always observe both specific requirements of
legislation and general responsibility by Law.

8. The Council will be transparent about how decisions are taken and recorded.
The Council will do this by:

* Ensuring that all decisions are made in public and recording those
decisions and relevant information and making them available publicly
(Except where that information is exempt under the provisions of the
Freedom of Information Act or determined as being confidential by
Government or otherwise exempt by the Council);

* Having rules and procedures which govern how decisions are made.

9. The Council will operate a risk management approach that aids the
achievement of its strategic objectives, supports its decision making
processes, pratects the Council’s reputation and other assets and is
compliant with statutory and regulatory obligations. The Council will ensure
that the risk management arrangements are operating effectively:

Promoting a culture of risk awareness:

Formally identifying and managing risks;

Involving elected members in the risk management process;

Mapping risks to financial and other key internal controls:

Documenting and recording details of risks in a risk management

information system;

* Monitoring the progress in mitigating significant risks, and reporting this to
appropriate Members; and

* Reviewing and, updating its risk management register at least annually.

L] L] * L] -

10. The Council will ensure that effective, transparent and accessible
arrangements are in place for dealing with complaints.

Developing the capacity and capability of members and officers to be
effective

11. The Council will ensure that those charged with the governance of the
Council have the skills, knowledge and experience they need to perform well.
The Council will do this by:

+ Consistent application of the Workforce Strategy and HR policies;

349




CORPORATE GOVERNANCE 2007/08 REPORT APPENDIX C

- - [ ] L - - L ]

Ensuring that the Council maintains an effective and skilled workforce;
Implementing a Member Development Strategy;

Maintaining the Investor in People Standard:

Cascading regular information to Members and staff:

Investing in Member and Officer Leadership training;

Providing resources that support Member and Officer development;
Promoting schemes supporting ongoing professional development.

Engaging with local people and other stakeholders to ensure robust public
accountability

12.

The Council will seek and respond to the views of stakeholders and the
community. The Council will do this by:

Forming and maintaining relationships with the leaders of other
organisations, through the Cumbria Strategic Partnership;

Ensuring Partnership arrangements demonstrate clear and appropriate -
governance accountabilities, through the Partnership Register;

Producing locality plans for service delivery within the community;
Publishing a Forward Plan of Key Decisions:

Having a Community Engagement and Consultation Strategy and
providing access to a range of consultation methods, particularly to those
groups which are harder to reach;

Recognising that people are different and giving everyone the same or an
equal opportunity to consider information, advice and support in ways that
are suited to their needs or circumstances of the individual, via customer
access and communications strategy;

Encouraging and supporting the public in submitting requests for aspects
of the Council's Service to be scrutinised;

Providing and supporting ways for Citizens to present community
concerns to the Council, via Neighbourhood Forums and public
participation scheme;

Providing for the public the opportunity to ask questions or make
representations at full Council and Regulatory Committees;

Publishing a Corporate Plan providing information in relation to the
Council, supported by the Medium Term Financial Plan, and publishing the
annual report and accounts;

Continually developing clear channels of communication.

Developing a modern ICT Service that meets the needs and aspirations of
the organisation and the communities we serve

MONITORING AND REVIEW

13. The Council has two Committees that are responsible for monitoring and
reviewing the various aspects of the Council's Corporate Governance
arrangements.

Re
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14. The Audit Committee considers the Councii's arrangements relating to:

* Monitoring and reviewing the risk, control and governance processes and
associated assurance processes to ensure Internal Control systems are
effective and that policies and practices comply with statutory and other
regulations and guidance;

* Reviewing the Council’s Accounts;

* Reviewing the work of internal and external audit, providing a forum for the

work and considering overall progress by the Council in responding to

audit recommendations :

External audit;

internal audit;

Risk Management;

Making recommendations concerning relevant governance aspects of the

Constitution:

15. The Standards Committee has responsibility for promoting high ethicai
standards across the Council, overview of the Member and officer codes and
other relevant protocols together with the Council's complaints handling
regime,

16. These two Committees will ensure that the Councif's governance
arrangements are kept under review and that their work is regularly reported
to the Council.

The Annual Governance Statement

17. Each year the Council will publish a Governance Statement. This process will
be managed by Corporate Team, who will provide an overall assessment of
the Council’s Corporate Governance arrangements and an appraisal of the
key controls in place to manage the Council's principal governance risks.

18. The Annual Governance Statement will be published as part of the Council's

Annual Statement of Accounts and will be subject to external audit review by
the Audit Commission.
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