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1. Issue
1.1 In compliance with the requirements of the Accounts and Audit (England) Regulations 2011 the authority must;

1.1.1 Conduct a review at least once a year of the effectiveness of its system of internal controls. 

1.2 The Audit Committee must; 

1.2.1 Consider the findings of the review,  and
1.2.2 Approve an Annual Governance Statement (AGS), which must then accompany the Council’s Statement of Accounts.

2. Need for a Decision
2.1     
In accordance with the requirements of the Accounts and Audit (England) Regulations 2011, Members of the Audit Committee need to consider the review of the effectiveness of its system of internal controls and formally approve the Annual Governance Statement which is attached at Appendix 1.

3. Recommendations
That Members: - 

3.1 Approve the 2013-14 annual review into the effectiveness of its system of internal control within the Council (as detailed within Appendix 2 – The Calderdale Council Quality Assurance Framework). 

3.2 Approve the 2013-14 Annual Governance Statement 
3.3 Authorise the Leader of the Council and the Chief Executive to sign the Annual Governance Statement and for the signed document to accompany the Council’s statement of accounts.

3.4 Require a progress report on the significant issues raised in the Annual Governance Statement to be presented to the January 2015 Audit Committee. 
4. Background to the Report
4.1 The Accounts and Audit (England) Regulations 2011 includes a requirement under section 4 within the Responsibility for Financial Management as follows: -

(1) The relevant body is responsible for ensuring that the financial management of the body is adequate and effective and that the body has a sound system of internal control which facilitates the effective exercise of that body’s functions and which includes arrangements for the management of risk.

(2) The relevant body must conduct a review at least once in a year of the effectiveness of its system of internal control. 

(3) The findings of the review referred to in paragraph (2) must be considered by members of the body meeting as a whole or by a committee, and following the review, the body or committee must approve an annual governance statement, prepared in accordance with proper practices in relation to internal control.


(4) The relevant body must ensure that the statement referred to in paragraph (3) accompanies; 
(a) any statement of accounts it is obliged to publish in accordance with regulation 7, or

(b) any accounting statement it is obliged to prepare in accordance with regulation 12.  

4.2 With effect from 2007, the CIPFA/SOLACE publication, “Delivering Good Governance in Local Government: Framework” (Revised in 2012) defines “proper practices” with regard to format and content to prepare an Annual Governance Statement.  

4.3 As a consequence of the Accounts and Audit Regulation requirements, Internal Audit developed a system of continuous review of the system of internal controls in place, called the Calderdale Quality Assurance Framework. 

4.4 The Calderdale Quality Assurance Framework introduced new robust arrangements, underpinned by the Calderdale Code of Corporate Governance in order to meet the requirements of the Accounts and Audit Regulations to carry out an annual review and prepare an Annual Governance Statement. (See Appendix 2 – The Calderdale Council Quality Assurance Framework.)  

4.5 Following a continuous review throughout the year, the Council’s Annual Governance Statement has been prepared and is attached at Appendix 1 for Member consideration and approval. Also attached at Appendix 3 is a briefing paper published by CIPFA which Members might find of value when reviewing the Annual Governance Statement.
4.6 Whilst there is no specific requirement within the Accounts and Audit (England) Regulations 2011, that the AGS should be signed by the Leader of the Council and the Chief Executive, best practice, and in particular guidance issued by CIPFA/SOLACE on the Code of Corporate Governance recommends that the AGS should be signed by the Leader of the Council and the Chief Executive.

5. Options Considered
5.1 In compliance with the Accounts and Audit Regulations, an annual review of the system of internal control must be carried out and an Annual Governance Statement prepared. Not carrying out the review would be contrary to statutory requirements and therefore there are no other options available.

6. Financial Implications
6.1 There are no direct financial implications resulting from this report.

7. Corporate Implications
7.1 The processes set out within this report contribute towards the authority complying with statutory requirements and proper practices which provide evidence that robust corporate governance arrangements and internal control procedures are in place within the authority.

8. Conclusion
8.1 By adopting the above mechanism, whereby Members of the Audit Committee are fully involved with the review processes by which the Annual Governance Statement is prepared and approved, this complies with statutory requirements and proper practices. 

Nigel Broadbent
Acting Head of Finance
17th June 2014
FOR FURTHER INFORMATION ON THIS REPORT CONTACT:
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APPENDIX 3

Reviewing the Annual Governance Statement

What is an Annual Governance Statement (AGS)?

The AGS, is a public statement, normally included with your statement of accounts, which explains how your organisation manages its governance and control arrangements. They are produced by both public and private sector organisations.

What does my organisation need to have?

Confusingly not all public bodies have the same requirement! While CIPFA recommends that all local government bodies in the UK have an Annual Governance Statement, this is only a statutory requirement in England and Northern Ireland. Welsh authorities have a Statement on Internal Control although an AGS is likely to be required from 2010/11 as the Welsh Assembly Government have consulted on this. In Scotland authorities are required to have a Statement on Internal Financial Control. Central government bodies and health authorities are all required to have a Statement on Internal Control.

What’s included in these statements?

Although the names are different, there are many similarities between these statements as they all evolved out of the Statement on Internal Financial Control. And there are common features in all good statements. A good statement is open and honest, stating what works well and where improvements are needed. It includes a plan, showing who is responsible for taking action and when they will take action by. It also outlines progress against previous action plans. Whilst the focus of an SIFC is on financial controls, the other statements cover the full range of internal controls and the AGS covers wider governance matters such as ethics and leadership too.

The statement summarises the key processes for delivering good systems of control and governance and indicates who is responsible for what. Processes are likely to include internal audit activity, risk management, performance management and other types of review and challenge. Responsibility lies with management, especially senior management, and the audit committee has an important role to play in providing challenge and oversight.

What does the Audit Committee do?

The audit committee has an on-going role in delivering good governance. Every time it reviews an audit report (internal or external) or holds an officer to account for his or her action (or inaction), it is helping to deliver good governance. In relation to the statement itself, the audit committee should take a robust and challenging approach, ensuring that:
· The statement reflects the organisation and is an honest self-assessment. Members should
review evidence and challenge it where they believe it to be inaccurate or incomplete.

· They have sufficient assurance from enough separate parts of the organisation (this is known as ‘triangulation’ in audit circles) to be confident that, where controls and governance are deemed to be good, they are good and, where weaknesses are identified, the statement contains an accurate assessment of those weaknesses.

· The statement itself is well written and would be understood by someone with no knowledge of your organisation. In other words, it should be in plain English, with no jargon and it should include sufficient explanations.

· The action plan addresses all identified problem areas, including those identified in previous years where actions remain incomplete. Actions should be SMART (specific, meaningful, allocated, realistic and timely).

What makes for good governance?

Good practice approaches include:

· Creating and regularly reviewing a vision and direction for your organisation so that everyone understands what they are there to deliver.

· Indicating the level of service to be delivered – you can’t be excellent at everything so what will you concentrate on and what can be good enough?

· Board / Member and officer roles are clearly defined, with schemes of delegation and codes of practice/conduct, so that everyone understands what they should and should not be doing.

· Having standing orders, financial regulations and guidance notes so that everyone knows what procedures are to be followed.

· A robust, challenging and supporting audit committee to provide oversight and review.

· Arrangements to ensure that you comply with laws and regulations and identify and act on changes promptly.

· Appropriate and flexible whistle-blowing arrangements.

· Methods to identify and act on officer and member development needs.

· Excellent and open communication with your community.

· Ways to ensure good governance in all your partnerships.

· Promotion of the values of good governance and ethical standards.

How do you draw up a good statement?
· Review and map your assurance framework to make sure that it covers all areas, including the hard to reach ones such as partnerships, and that you do not have any duplication in assurance.

· Obtain wide engagement – not just the head of audit or governance doing everything, but getting mini-governance or assurance statements from directors and heads of service that contribute to the overarching statement and/or setting up a working group to develop the statement.

· Be open and honest – it’s about improvement and adding value, not about looking good.

· Be prepared to challenge yourself and look for areas for improvement, perhaps by benchmarking or comparing yourself with other organisations.

· Compare the assurances received to the strategic risk register. Are there any high risk areas that have not been adequately covered?

· Look for any inconsistencies or discrepancies. For example, has assurance been provided that there are no significant problems in an area but you have conflicting evidence from elsewhere (audit, risk, performance, complaints, fraud, etc)?

· Check progress against action plans during the year so problems can be dealt with quickly and governance becomes part of the way we do things round here, not just a once-a-year activity.

· Ensure that the action plan is widely known and understood in the organisation and beyond so that those charged with action are held to account and delivery is more likely.

Key questions to ask:

1. What process has the organisation gone through to gather evidence to support the AGS? Has it involved staff from across the organisation?

2. Have assurance statements already gone through a process of challenge and review prior to presentation to the audit committee? What did this show?

3. Does the action plan flow out of the statement and identify the major issues we need to address as an organisation?

4. Does the action plan include actions outstanding from previous years, prioritised as necessary?

5. How will the action plan be communicated to staff, stakeholders and the public?
Published by the CIPFA Better Governance Forum which is part of the Chartered Institute of Public Finance and Accountancy which is the leading body for setting standards of governance and recommended practice for audit committees in local government and other parts of the public sector.
