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WARDS:

ALL

CORPORATE PRIORITY/POLICY CONTEXT:

The Council is required by the Audit and Account Regulations to prepare an
Annual Governance Statement as part of the Annual Accounts process and in
discharging this responsibility, complies with the with the principles laid out by
the CIPFA/SOLACE Framework Good Governance in Local Government.

FINANCIAL IMPACT

There are no direct financial considerations arising from this report.

FORWARD PLAN KEY DECISION REFERENCE NO.: N/A

1. RECOMMENDATIONS
1.1 The Audit Advisory Committee is asked to:
o Note the draft Annual Governance Statement for the year 2012/13
attached as appendix 1 and appendix 2 ‘Those charged with governance,
response to Grant Thomton’ in support of the draft Annual Govemance

Statement

o Recommend to the Corporate Services Committee that the draft
Annual Governance Statement be approved.




1.2  The Corporate Services Committee is asked to approve the draft
Annual Governance Statement, attached as appendix 1.

2. EXECUTIVE SUMMARY

2.1 The Accounts and Audit (England) Regulations 2011 (the Regulations) require
the Council to review, at least annually the effectiveness of its governance
arrangements and publish an Annual Governance Statement (AGS) each year
alongside the financial statements.

3. DETAIL

3.1 Appendix 1 shows the draft AGS for 2012/13. The information for the AGS has
been generated through the Council's Governance framework including:
* External Audit
¢ Internal Audit
* Risk Management
» Directors Assurance Statements
* Performance Management
« Financial Management

3.2 The Council has in place a framework to manage the identified issues through
the Audit Advisory Committee, where the actions reported in the AGS will be
reviewed during the year. The AGS has been reviewed and endorsed by the
Corporate Management Team. The AGS will be published alongside the
Council’s statutory accounts and annual report.

4, FINANCIAL & RISK CONSIDERATIONS

41 There are no direct financial considerations relating to the recommendations in

this report. There are no additional risk considerations than those detailed in
Appendix 1, AGS.

(Approved by: Richard Simpson, Director of Finance and Deputy Section 151
officer)
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5.1

52

6.1

7.1

COMMENTS OF THE COUNCIL SOLICITOR AND MONITORING OFFICER

The Council Solicitor comments that Regulation 4 of the Accounts and Audit
Regulations 2011 make the Council responsible for ensuring:-

That the financial management of the Council is adequate and effective;

That the Council has a sound system of intemal control which facilitates the
effective exercise of the Council’s functions and which includes arrangements
for the management of risk;

That it reviews the effectiveness of those systems at least once a year; and.
That following the review, it approves an AGS, prepared in accordance with
proper practices in relation to internal control.

The preparation and publication of an Annual Govemance Statement in
accordance with the CIPFA / SOLACE Framework meets the statutory
requirement set out in the Regulations for authorities to prepare a statement of
intemmal control in accordance with “proper practices”.

(Approved by: Gabriel Macgregor, Head of Corporate Law on behalf of the
Council Solicitor and Monitoring Officer)

HUMAN RESOURCES IMPACT

There are no human resource considerations relating to this report.
(Approved by Heather Daley, Interim Director of WCR)

EQUALITIES, ENVIRONMENTAL & CRIME AND DISORDER REDUCTION
Any impacts in relation to these areas are detailed in the strategic and

deparimental risk register. The process of managing risk through the risk
register mechanism ensures that all impacts are considered and managed.

CONTACT OFFICER: Sarah Ireland Director of SCPP
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Appendix1
ANNUAL GOVERNANCE STATEMENT 2012/13

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 responsibte for putting in
place proper arrangements for the govemance of its affairs, facilitating the effective
exercise of its functions, and which includes arrangements for the management of risk.

Croydon Council has approved and adopted a code of corporate governance, which is
consistent with the principles of the CIPFA/SOLACE Framework Delivering Good
Governance in Local Government. A copy of the authority's code can be obtained from
our website or 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 2011, regulation 4(3), which requires all relevant bodies to
prepare an annual governance statement.

The purpose of the governance framework

The govemance framework comprises the systems and processes, culture and values by
which the Council is directed and controlled and its activities through which it accountsto,
engages with and leads its communities. [t 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 intemal 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, to 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 2013 and up to the date of approval of the annual report and statement of
accounts.

The governance framework

« “Croydon’'s Community Strategy 2010-15" is the overarching strategy of the Local
Strategic Partnership, including the Council, in support of delivery of the borough's
ambitious 30 year vision, “We are Croydon”. The Community Strategy is supponted
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by the Council's corporate plan and service 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 ensuring effective management of change and transformation.

The Council’'s Constitution sets out how decisions are made and the procedures that
are followed to ensure open and transparent policy and decision making that
complies with established policies, procedures, laws and regulations and is
accountable to local people. The Council’s policy and decision making is through the
Cabinet process, other than 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 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 Commiittees or officers in relation to executive matters.

The Council has designated the Director of Democratic & Legal Services as the
Monitoring Officer whose function is to ensure compliance with established policies,
procedures, laws and regulations. After consultation with the Head of Paid Service
and Chief Financial Officer, the Monitoring Officer will report to full Council if she
considers that any proposal, decision or omission would result in unlawfulness or
maladministration.

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 as the Chief Financial Officer in accordance with Section 151
of the Local Government Act 1972. The Council has in place a three year financial
strategy that 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
(2010).

The Council maintains an effective Internal Audit service that has operated in
accordance with the standards set out in the Code of Audit Practice for Internal Audit
in Local Government ensuring the authority’s assurance arrangements conform with
the governance requirements of the C/PFA Statement on the Role of the Head of
Internal Audit(2010). As required by the Accounts and Audit Regulations the Director
of Finance and Section 151 Officer has reviewed the effectiveness of the Intemal
Audit service and reported this to the Audit Advisory 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 Audit Advisory Committee, as set out in CIPFA’s
Audit Committees: Practical Guidance for Local Authorities and applied in the
Council.

Since April 2013 there has been a new set of public sector wide standards for internal
audit which have replaced the CIPFA code of practice for Internal Audit. The Council
now complies with these standards.
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Croydon Councit has adopted strategies, policies and practices that are consistent
with the principles of the CIPFA/SOLACE Framework Good Governance in Local
Government.

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
performance quarterly to Cabinet. The performance management framework is
utilized to measure the quality of services for users, ensuring they are delivered in
accordance with the authority’s objectives and that they represent the best use of
resources and value for money.

The Council has a robust risk management process to identify, assess and manage
the significant business risks to the Council’s objectives including those 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 Deputy Leader (Statutory) (Capital
Budget and Asset Management) and Cabinet Member for Housing champions risk
management at the heart of the Council's decision making, with each Cabinet
Member having access to the risks relating to their portfolio. In addition, each Council
department has a designated risk management champion. Key corporate risks are
regularly reviewed by the Corporate Management Team and by the Audit Advisory
Committee.

The Council has adopted codes of conduct for its staff and its Members. These are
introduced to all staff as they are inducted into the organisation and they are given
their own copies. Members sign an undertaking to abide by their Code of Conduct at
the point of their election. 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, pariners and contractors
to raise concems 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. These arrangements are part of
ensuring effective 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 govermance is
maintained by closely following procurement procedures when letting contracts and
then robustly monitoring them. 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 lead by a board made up of relevant Chief Executives. Each of the
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themes within the LSP is overseen by its own board. The Council’s Risk Management
service supports these themed boards via the Partnership Managers to ensure that
risks to achieving objectives are identified understood and responsibility for
addressing them is allocated.

The Strategic Partnership seeks to address community engagement by, amongst
other methods, involving representatives from themed partnerships, cabinet road
shows, business development partnerships and the community voluntary sector
alliance. The Local Strategic Partnership hosts a congress for key stakeholders from
community, voluntary, business and public sector which contribute to and influence
strategy and policy of the local area. The four 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 crime reduction strategy or
children’s plan. Cabinet road show meetings across the Borough afford the
community an opportunity to meet and interrogate decision makers in the Borough on
diverse issues including health, crime, transport and environmental issues. In
addition, the Council undertakes surveys with a representative sample of its residents
whao 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
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 Performance, Development
& Competency Scheme. The Council's Workforce service delivers its own suite of
courses covering core personal competencies. Other training solutions are provided
as required. The Council has also developed a Management Development
Programme to improve leadership and management competencies across the
organisation. In addition, a programme titled ‘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
authority 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 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 and Section 151 Officer.
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s The Scrutiny and Strategic Overview Committee’s ability to “call in” the Council's key
decisions prior to implementation to consider the appropriateness of the decision.

+ The Audit Advisory 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’s responsibility for monitoring the quality and effectiveness of internal
controls. Using the Council's risk registers and an audit needs assessment, a
strategic plan and programme are developed. The outcome of the internal audit risk-
based work is reported to all relevant Executive Directors and Directors and regularly
to the Audit Advisory 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 and Section 151 Officer has reviewed the effectiveness of the Intemal Audit
service and reported this to the Audit Advisory Committee which has concluded that
the Internal Audit service is satisfactory and fit for purpose.

» The assurance provided by Members and the assurance of senior managers through
the Council's Management Team in developing departmental and corporate risk
registers and agreeing annual departmental assurance statements.

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

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

The Council have been advised on the implications of the result of the review of the
effectiveness of the governance framework and system of internal control by the Audit
Advisory Committee and that the arrangements continue to be regarded as fit for purpose
in accordance with the govemance framework. The areas already addressed and those
to be specifically addressed with new actions planned are outlined below.
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