Appendix1
ANNUAL GOVERNANCE STATEMENT (AGS) 2019/20
Overview

The Annual Governance Statement (AGS) considers several elements of the Council's
control framework including:

External Audit

Internal Audit

Risk Management
Performance Management
Financial Management

This provides the basis to allow the AGS to be constructed with two key documents as
evidence to provide context and to allow the key risks to be identified. These key
documents are:

e The Head of Internal Audit Report; and
e The Corporate Risk Register.

These documents allow the Council to understand its key risks, organisational resilience
and performance as it applies to compliance. The AGS reports on clearly defined
parameters and assists in formulating the control strategy that the Council will implement
over the coming financial year. The Council is committed to ensuring that all identified
activities are rigorously applied and monitored during the course of the year and
accountability is assigned for each specific identified risk and control measure.

Following the national ‘lock down’ a number of arrangements have had to be amended.
The impact of the Covid-19 pandemic on the financial position of the Council hasledto a
significant challenge for all parts of the organisation in its ability to resource appropriately
in order to deliver an efficient service in accordance with all relevant compliance
requirements.

These issues have in part contributed to the assurance level applied by the Head of
Internal Audit and the Governance Statement and in particular the significant risks
identified in tables 1 & 2 but it should be noted that the retrospective review has identified
a number of internal control weaknesses outside of these factors that need to be
addressed. In particular it should be noted that as a result of a number of Limited or No
assurance internal audit reports and weaknesses identified in general compliance work,
the Head of Internal Audit has given a ‘Limited Assurance’ opinion in his annual internal
audit report. This suggests that there are a number of issues that have been identified
during the course of the 2019/20 Internal Audit Programme that require significant
measures applied in order to rectify the current situation and to ensure that the council’'s
control framework is robust and appropriate moving forward.

The Council has been advised on the implications of the result of this review of the
effectiveness of its Governance Framework and its systems of internal control.
Consideration of the AGS by the General Purposes & Audit Committee will now allow for
the instruction of additional activities in order to mitigate identified risks. The areas
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already addressed and those to be specifically addressed over the course of the next
financial year (2020/21) are outlined later in this document in Tables 1 & 2.

In Table 1 (p.8), there is a statement of Action provided by the senior responsible officer
for the respective area of concern identified. The officer has detailed what mitigation
activities they intend to take over the coming financial year. This area will then be
reported on in the next Annual Governance Statement (2021/22) with an additional report
on progress to date.

In Table 2 (p.20), there is a statement of Progress provided by the senior responsible
officer the respective area of concern identified. This officer is reporting on the progress
of the mitigating actions they committed to initiate when the area of concern was entered
onto the Annual Governance Statement for the previous financial year (2018/19). This
column is intended to highlight all appropriate activities that have contributed to the
organisation’s approach to improving the situation relating to the area of concern
highlighted.

It must also be noted that following the General Election of December 2019 and the
subsequent majority delivered to the Government, the risk of a No-Deal Brexit was
significantly reduced leading to the risk entry being decommissioned following the UK
departure from the EU on 318t January 2020. It must now also be recognised that the
possibility of a ‘No-Deal’ Brexit has now increased in terms of likelihood at the end of the
transition period of 31 December 2020, and therefore must also be considered as a
contributory element to how the Council prioritises its objectives for the coming financial
year.

Scope of responsibility

Croydon Council is responsible for ensuring that its 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. Croydon Council also
has a duty under the Local Government Act 1999 to make arrangements to secure
continuous improvement in the way in which its functions are exercised, having regard to
a combination of economy, efficiency and effectiveness.

In discharging this overall responsibility, Croydon Council is responsible for putting in
place proper arrangements for the governance of its affairs, facilitating the effective
exercise of its functions, which includes effective arrangements for the management of
risk. Croydon Council acknowledges that it has an ‘arm’s length’ interest in organisations
(namely Brick by Brick and Octavo) but cannot enter control arrangements in this Annual
Governance Statement as such companies are separate entities and responsible for
publishing their own governance statements.

Croydon Council has approved and adopted a code of corporate governance, which is
consistent with the principles of the Delivering Good Governance in Local Government:
Framework (CIPFA / SOLACE 2016), (‘the framework’). A copy of the authority’s code
can be obtained from governance@croydon.gov.uk. This statement explains how
Croydon Council has complied with the code and also meets the requirements of
Accounts and Audit (England) Regulations 2015, regulation 6 (1), which requires all
relevant bodies to prepare and approve an annual governance statement.

Croydon Council has determined that its Ethics Committee shall be responsible for
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receiving and considering reports on matters of probity and ethics and to consider
matters relating to the Code of Conduct. This follows the Council’s review of its Code of
Conduct and ethics arrangements and best practice suggestions set out in the review by
the Committee on Standards in Public Life (the Committee). The Committee was
established in 1994 and is responsible for promoting the Seven Principles of Public Life:
selflessness, integrity, objectivity, accountability, openness, honesty and leadership —
commonly known as the Nolan Principles. The full report can be accessed here.

The purpose of the governance framework

The governance framework comprises the systems and processes, culture and values by
which the Council is directed and controlled as well as the activities through which it
accounts to, engages with and leads its communities. The framework enables the
authority to monitor the achievement of its strategic objectives and to consider whether
those objectives have led to the delivery of appropriate services and value for money.

The system of internal control is a significant part of that framework and is designed to
manage risk to a reasonable level. It cannot eliminate all risk of failure to achieve
policies, aims and objectives and can therefore only provide reasonable and not absolute
assurance of effectiveness. The system of internal control is based on an ongoing
process designed to identify and prioritise the risks to the achievement of the Council’'s
policies, aims and objectives. Internal controls evaluate the likelihood and potential
impact of those risks being realised, and to manage them efficiently, effectively and
economically.

The governance framework has been in place at Croydon Council for the year ended 31
March 2020 and up to the date of approval of the statement of accounts.

The governance framework

e “Croydon’s Community Strategy 2016-21" is the overarching strategy of Croydon’s
Local Strategic Partnership, which includes the Council. The Community Strategy is
supported by “Our Corporate Plan for Croydon 2018-2022” and delivery plans for
each department and team. These are reviewed and updated annually. In addition,
the Council has its own vision and corporate values statement developed after
extensive consultation amongst staff to ensure there is effective management of
change and transformation. The organisation is currently also engaging with all staff
to develop a new Workforce Strategy.

e The Council's Constitution sets out how decisions are made and the procedures that
are followed to evidence open and transparent policy and decision making that
ensures compliance with established policies, procedures, laws and regulations. The
Council’s policy and decision making is conducted through the Cabinet process, with
the exception of non-executive matters and the Policy framework, which is set by full
Council. These meetings are open to the public, except where personal or
confidential matters are being discussed. In addition, the Chief Executive (& Head of
Paid Service) and senior officers make decisions under their relevant Scheme of
Authorisations. The Council publishes a Forward Plan that details the key decisions
to be made by the Leader, Cabinet, Cabinet Committees or officers in relation to
executive matters.



The Council has a designated Executive Director of Resources & Monitoring Officer,
who shall, after consulting with the Head of Paid Service and Chief Finance Officer,
report to the Full Council, or the Leader in relation to an executive function, if they
consider that any proposal, decision or omission would give rise to unlawfulness or if
any decision or omission would give rise to unlawful action. The Executive Director of
Resources & Monitoring Officer also conducts investigations into matters referred by
the Ethics Committee and delivers reports and recommendations in respect of those
investigations to the Ethics Committee.

The financial management of the Council is conducted in accordance with the
Financial Regulations set out in the Constitution (4H). The Council has designated
the Director of Finance, Investment & Risk (& Section 151 Officer) as the Chief
Financial Officer in accordance with Section 151 of the Local Government Act 1972.
The Council has in place a four year medium term financial strategy that was agreed
at Council in October 2018 and is updated annually supporting the Council’s strategic
objectives. The financial strategy ensures the economical, effective and efficient use
of resources including a financial management process for reporting the Council’'s
financial standing.

The Council’s financial management arrangements conform to the requirements of
the CIPFA statement on the role of the Chief Financial Officer in Local Government
(2013).

The Council maintains an effective Internal Audit service that has operated, in
accordance with the Public Sector Internal Audit Standards. The Council's
assurance arrangements conform to the governance requirements of the C/IPFA
Statement on the Role of the Head of Internal Audit (2019). As required by the
Accounts and Audit (England) Regulations, the Director of Finance, Investment &
Risk (& Section 151 Officer) has reviewed the effectiveness of the Internal Audit
service and reported this to the General Purposes & Audit Committee which has
concluded that the Internal Audit service is satisfactory and fit for purpose. This
undertaking is part of the core functions of the General Purposes & Audit Committee,
as setout in CIPFA’s Audit Committees: Practical Guidance for Local Authorities and
applied in the Council.

Croydon Council has adopted strategies, policies and practices that are consistent
with the principles of the Delivering Good Governance in Local Government:
Framework (CIPFA / SOLACE 2016), (‘the framework’).

The Council has a performance planning process supplemented by detailed business
planning to establish, monitor and communicate Croydon Council’'s objectives. This
includes a performance management system that sets key targets and reports on
performance monitoring to Cabinet. The performance management framework is
utilised to measure the quality of services for users, to ensure that they are delivered
in accordance with the Council's objectives and that these services represent the
best use of resources and value for money.

The Council has a robust risk management process to identify, assess and manage

those significant risks to the Council’s objectives including the risks of its key strategic

partnerships. The risk management process includes a risk management policy

statement, corporate and departmental risk registers, risk management steering

group, and appropriate staff training. The Cabinet Member for Finance & Resources
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champions risk management which is at the heart of the Council’s decision making,
with each Cabinet Member having access to the risks relating to their portfolio. Key
corporate risks are regularly reviewed by the Divisional and Departmental
Management Teams and by the General Purposes & Audit Committee.

The Council has adopted codes of conduct for its staff and its Members, including co-
opted members. These are introduced to all staff as they are inducted into the
organisation and they are given their own copies. Members and co-opted members
sign an undertaking to abide by their Code of Conduct at the point of their election or
appointment. These Codes are available for reference at all times and reminders and
training are provided as necessary.

To ensure that concerns or complaints from the public can be raised, the Council has
adopted a formal complaints policy which sets out how complaints can be made,
what should be expected and how to appeal. In addition, the Council has adopted a
fraud hotline.

A whistle-blowing policy has been adopted to enable staff, partners and contractors
to raise concerns of crime or maladministration confidentially. This has been
designed to enable referrals to be made without fear of being identified. In addition,
the Council has adopted a whistle blowing hotline supported by a third sector partner.
These arrangements are part of ensuring effective safeguarding, counter-fraud and
anti-corruption arrangements are developed and maintained in the Council.

The Council’s control framework extends to partnerships and other joint working and
this is reflected in the Council’s overall governance arrangements.

Many of the Council's services are delivered in partnership with commercial
organisations. Where this is the case, the Council ensures that proper governance is
maintained by closely following procurement procedures when awarding contracts
and then robustly monitoring those contracts. Increasingly, Council services are
delivered in partnership with other local public sector organisations. The most
significant arrangements are grouped under the umbrella of the Local Strategic
Partnership (LSP) which is led by a board made up of the Leader, relevant Cabinet
Members, relevant Chief Executives or equivalent. Each of the themes within the LSP
is overseen by its own board.

The Strategic Partnership seeks to address community engagement by, amongst
other methods, involving representatives from themed partnerships, business
development partnerships and the community voluntary sector alliance. The thematic
partnerships undertake a range of consultation exercises to enable all residents and
customers to contribute to; and shape the strategic themed plans such as the Health
and Wellbeing Strategy and the Safer Croydon Partnership Community Safety
Strategy. In addition, the Council undertakes surveys with a representative sample of
its residents who provide the Council with reliable feedback on important issues that
help improve services as part of establishing clear channels of communication with all
sections of the community and other stakeholders, ensuring accountability and
encouraging open consultation.

Members’ induction training is undertaken after each local government election. In
addition, an on-going programme of training and awareness is available for Members
with formal and informal events each year, including all major changes in legislation
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and governance issues.

A corporate induction programme, ‘Inspire’, is delivered to all new staff joining the
Council, supplemented by department specific elements. In addition, further
developmental needs are identified through the Council’'s Appraisal Scheme. The
Council’'s Organisational Development service delivers its own suite of courses
covering core personal competencies. Other training solutions are provided as
required. The Council has also developed an “Inspiring Leadership” Programme to
improve leadership and management competencies across the organisation. In
addition, a programme entitled ‘Doing the Right Thing’ is run to strengthen the
governance processes and procedures of the Council.

Review of Effectiveness

Croydon Council has responsibility for conducting, at least annually, a review of the
effectiveness of its governance framework including the system of internal control. The
review of effectiveness is informed by the work of the executive managers within the
Council who have responsibility for the development and maintenance of the governance
environment, the Head of Internal Audit’s annual report, and also by comments made by
the external auditors and other review agencies and inspectorates.

This review process includes:

The Executive Director of Resources & Monitoring Officer's annual review of the
constitution to ensure its aims and principles are given full effect. This includes a
review of the financial regulations by the Director of Finance, Investment & Risk (&
S151 Officer)

The Scrutiny and Strategic Overview Committee’s ability to “call in” the Council’s key
executive decisions prior to implementation to consider the appropriateness of the
decision.

The General Purposes & Audit Committee’s responsibility for discharging the
functions of an audit committee, including reviewing the risk management process,
the performance of Internal Audit and agreeing the external audit plan.

Internal audit is responsible for monitoring the quality and effectiveness of internal
controls. Using the Council’s risk registers and an audit needs assessment, a plan of
internal audit work is developed. The outcome of the internal audit risk-based work is
reported to all relevant Executive Directors and Directors and regularly to the General
Purposes & Audit Committee. Implementation of recommendations is monitored and
progress reported. The work of the Internal Audit function is reviewed regularly by the
external auditors who place reliance on the work completed. The Director of Finance,
Investment & Risk (& Section 151 Officer) has reviewed annually, the effectiveness of
the Internal Audit service, and reported this to the General Purposes & Audit
Committee which has concluded that the Internal Audit service is satisfactory and fit
for purpose.

The assurance provided by Members and the assurance provided by of executive
managers through the Council’'s Executive Leadership Team in developing
departmental and corporate risk registers and agreeing annual departmental
assurance statements. These annual departmental assurance statements have been
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signed by the relevant Executive Director indicating their confirmation that all
appropriate controls were in place and that their application of an effective risk
management framework is also embedded and will be for the coming year.

e The opinion of the external auditors in their reports and annual letter.

o Other review agencies, through their inspection arrangements, such as the Care
Quality Commission and Ofsted.
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