









CALDERDALE MBC
WARDS AFFECTED:     ALL


AUDIT COMMITTEE – 29th JUNE 2015  

RISK MANAGEMENT ANNUAL REPORT 2014/15
REPORT OF THE HEAD OF FINANCE 
1. ISSUE

1.1
To provide Members of the Audit Committee with an annual review of the management of risk within the Council for 2014/15.

2. NEED FOR A DECISION
2.1
The report is for information to highlight the work undertaken on risk management in the period 2014/15. Agreement is also sought regarding the proposed changes and developments for the forthcoming year.
3.
RECOMMENDATION

3.1 Members note the work carried out in the management of risk since throughout 2014/15.
3.2 Members note and give agreement to the risk developments proposed for 2015/16 to support the Council in meeting its corporate priorities and ambitions and that a half yearly progress report on that work is presented to the 2nd November 2015 Audit Committee meeting. 
3.3 Members approve the reviewed Corporate Risk Management Strategy and Corporate Risk Register.
4.
BACKGROUND
4.1      This report is brought to Members of the Audit Committee to update them on the management of risk within the Council throughout 2014/15.
4.2      A draft of this report was taken to the 9th June 2015 Corporate Leadership Team (CLT) meeting for their information and comment. Where there is an amendment by CLT this is included and identified at the appropriate point within this report.
4.3      To manage risk effectively the Council has in place systems of internal control which includes a Risk Management Strategy and Framework which are guidelines to the processes for identifying, assessing, and mitigating risks. 
5.
PROGRESS REPORT

5.1
Corporate Risk Management Strategy 
5.1.1
The Corporate Risk Management Strategy forms the foundation for the management of risk within the Council and is updated throughout the year although it is only formally reviewed annually and this was done in May 2015. There have been some minor revisions to the review processes and reporting of risk and the updated strategy is attached in Appendix A. 

5.2.
Terms of Reference 
5.2.1
The Corporate Risk Management Support Groups (CRMSG) Terms of Reference were reviewed in March of this year and approved at the May meeting of the CRMSG. A copy is attached in Appendix B for information. 

5.3.
Corporate Risk Management Support Group
5.3.1
The CRMSG continually seeks to improve the awareness, management and reporting of risk. The group meets four times a year and consists of the Acting Assistant Head of Finance, the council’s Corporate Risk Manager, the nominated risk champions from each Directorate and invited specialists. 
5.3.2
The role of this group is to ensure the implementation of the Corporate Risk Framework and Strategy throughout the council, to share best practice, to offer advice and assistance with regard to managing risk and to embed a positive and proactive approach to risk identification and management of those risks throughout all aspects of Council business.  
5.3.3
The group considered that there was a gap in service area representation with regard to Information Technology as it was considered to be a substantial element of all service delivery within the Council and therefore an Information Technology representative now attends all the group meetings.
5.3.4
Throughout 2014/15 the CRMSG has considered a wide range of risk topics and these include:-
· The appropriateness of the Councils Risk Registers.

· Progress in reviewing and updating Directorate Risk Registers.

· Risk training.

· Reviewing the main findings from Risk Management Directorate Audits carried out by Internal Audit.  
· Discussions with AON and the Insurance Officer to establish the risk management element of the Insurance Service contract renewal.

· The continuous review of risks faced by the Council.

· Risk champions role.
· New projects, programmes and partnerships which the Council is considering and the risk management processes they have in place. 
5.4

Corporate and Wider Involvement and Embedding of Risk
5.4.1
The Council engages with other bodies, such as CIPFA, ALARM (Association of Local Authority Risk Managers) and other local authorities in order to identify emerging risks, best practice and the latest information regarding current risks. This has included collaboration with other neighbouring local authorities to compare and consider risks. Amongst other things, this is one of the reasons why the additional work regarding contract management is being considered as detailed in 6.2 of this report.   

5.4.2
The Corporate Risk Manager is involved with a wide range of groups and project and programme boards across the Council and delivers awareness training sessions to ensure that the management of risk is fully embedded within the Council and also across all services within each directorate.
5.4.3
In the last six months this has involved giving  presentations on potential future risks at DMTs/DLGs, working with the Procurement section to address the risks which may occur in contract management,  working with the insurance section on possible areas of risk which may affect the cost of insurance at the next renewal, working with Internal Audit in order to inform the Audit Plan, continuing to work with the West Yorkshire Transport Fund and Waste Contract  project and programme groups and attending  the Health and Safety Co-ordinators quarterly meetings to advise the co-ordinators of any specific areas of risk appropriate to Health and Safety.

5.4.4
One of the triggers internally, which has led a re-examination of risk across the authority was the Parking TRO issues. The risks and issues identified as part of that review have been shared with the CRMSG in order to cascade out to their directorates the potential implications highlighted in that report.
5.4.5
The Corporate Risk Manager feeds back from these meetings and training courses to the CRMSG group to ensure that the group is kept fully informed.
5.5.
Directorate Risk Registers
5.5.1
A peer review of the Directorate Risk Registers was completed by the CRMSG at their February 2015 meeting and each register was individually reviewed by the Corporate Risk Manager and the Directorate Risk Champion. Following the review process any suggested revisions to the registers are taken to the Directorate Management Team for agreement. Three directorates have chosen to undertake a full review of their registers starting from a blank sheet of paper and this process is currently ongoing within those Directorates. Once the revised registers have been agreed by the Directorate Management Team, they are circulated to the Directorate Scrutiny panel in the form of a Member briefing note. 
5.5.2
For information currently the following Directorate risks are scored as high. The full risk descriptions are included in Appendix C.

· EE001
Severe weather

· EE009 Deterioration of the highway asset

· EE012 CAFM - Lack of external resources

· EE013 CAFM - Lack of internal resources

· EE015 Necessary document reduction is not achieved

· EE018 Deterioration of the Non-schools Property 

5.5.3
There have been no changes to the Directorate risks which score high on the Economy and Environment risk register. The Children and Young Peoples high risk CYP001 Managing the Directorate Budget was reduced to medium at the latest review of the Directorate register and is therefore no longer included.

5.5.4
At the CLT meeting it was considered that the Economy and Environment risk ‘Deterioration of Non-schools property’ risk should be changed to remove the reference to ‘non-schools’ and this comment will be referred back to that Directorates DLT. 

5.5.5
Members will note that risks such as Severe Weather can occur both in the Directorate and the Corporate Risk Registers. Whether it necessary for the risk to be included in both registers is challenged as part of the peer review of the Directorate and Corporate Risk Registers carried out by the CRMSG
5.6.
Corporate Risk Register
5.6.1 The Corporate Risk Register has been reviewed by the Acting Assistant Head of Finance and the Corporate Risk Manager and where it was considered that a risk within the Corporate Risk Register would benefit from further individual scrutiny it was referred to the appropriate risk champion and/or lead officer for their comments. 

5.6.2 As responsibility for the Corporate Risk Register remains with Members of the Audit Committee, the results of all reviews are reported to CLT and Members of the Audit Committee as part of the annual and six monthly progress report. Where amendments are minor, as has been previously agreed, these are actioned, but where there is a change of risk priority, significant revisions, or the inclusion or removal of a risk these amendments are reported to and agreed by CLT and then reported to Audit Committee. 
5.6.3 Previous updates were agreed at the time of the six monthly progress report, which were presented to and agreed by the Audit Committee at the meeting of the 3rd November 2014. Further changes are proposed as follows:
a) The risk  ‘CR007 Available resources inadequate to meet corporate priorities’ has been a risk which has scored High since it was first included on the Corporate register in 2003. Since this date the risk has been monitored and reviewed and it was considered that the risk description no longer reflected that the Council was facing continuous financial change and therefore the risk description has been changed to ‘Diminishing resources prevent delivery of corporate priorities’. Since 2003 the risk has not occurred and the council has continued to deliver its corporate priorities therefore it is proposed that the net risk score could be reduced to Medium as although the impact of the risk occurring will be the same the likelihood of it happening is less. 
b) Merge of ‘CR009 Loss of a major partners, supplier or contractor’ & ‘CR037 Failure of a partnership’. It was identified that CR037 is a consequence of the risk CR009 the 2 risks have been merged. There is no change to the scoring of the risk.

c)
Corporate Leadership Team requested that a new corporate risk be created which covered the risk of ‘Failure to Protect Vulnerable People’. This is a risk which affects the majority of the Councils Directorates and therefore all Directorates have been asked to consider areas within their services where there could be a risk to vulnerable people. The feedback will be collated to create a single risk with an identified lead officer. If members agree in principle to the inclusion of the new risk then this will be progressed and included in the appropriate risk register and then formally reported as part of the half year progress report in November 2015. 
5.6.4
An amended copy of the Corporate Risk Register (excluding the ‘Failure to Protect Vulnerable People’ risk which is being developed) is included in Appendix D.

5.7
Training 
5.7.1
Training on the management of risk is essential to ensure that appropriate officers within the Council are risk aware and able to mitigate risks which they will meet as part of their day to day duties.
5.7.2
In 2014/15 a presentation was given to Finance Officers dealing specifically with the financial risks faced by the Council. This was illustrated by examples from other authorities and central government where financial risks had not been mitigated and the impacts arising from this failure to mitigate risk. 
5.7.3
In addition twelve staff from Communities and Service Support attended risk awareness training. 
5.7.4 
Presentations on risk awareness and potential future risks have been given to Economy and Environment Management team, Communities and Business Support, Children and Young Peoples and Adult Health and Social Care Extended Management Teams.
5.8
Risk Champions 
5.8.1
In the last year there have been a number of changes to the officers who fulfil the role of directorate risk champions. A list of the current risk champions and the directorates they represent is as follows for Members information. 


Adults Health and Social Care

Iain Baines



Communities and Service Support
Andrew Pitts



Chief Executives



Martin Blower

Children and Young Peoples

Mark Woolley


Economy and Environment

Mike Terry
 

6.
FUTURE RISK WORK 
6.1
Corporate and Directorate Risk Registers
6.1.1
At the latest CRMSG meeting in May 2015, there was a discussion regarding the format of the existing risk registers. It was felt that in their current format risks were viewed as being specific to individual directorates and not considered for their possible broader impact within the Council. It was recognised by the group that risks needed to be considered in relation to other directorate’s risks particularly where controls were managed by a different directorate and that having a single register would enable anyone viewing the register to get a complete picture of risk across the Council.  There were also concerns that the links between the corporate and directorate registers are not visible when registers are viewed in isolation.
6.1.2
The consensus of the group was that, although the registers in their current format are robust, they could be developed to make them clearer for both officers and Members. It is therefore proposed that the existing corporate and directorate registers be combined into one register resulting in a more streamlined and transparent single risk register identifying all key risks to the Council.
6.1.3
The single register would also clarify the issue where the risks  such as ‘Severe weather’ and ‘Building structures’ occur in both the Corporate Risk Register and Directorate risk registers which can lead to confusion.
6.1.4
At the meeting of Corporate Leadership Team on the 9th June 2015 the proposal to create a clearer more transparent single risk register including both Corporate and Directorate risks was supported. As part of this work and to further embed ownership of risk, the Corporate Risk Manager is to attend Extended Leadership Team on the 4th August 2015. This will allow a wider discussion on the creation of a single register and to agree how the amalgamation of the corporate and directorate risks will work.

6.1.5
At the CLT meeting officers raised a question with regards to why there was not a risk on the register which reflected the risk of an ‘ICT infrastructure failure’. It was confirmed that this risk is part of the Communities and Service Support Risk Register. A move to one single risk register would make this more transparent as detailed above. 
6.1.6
If this proposal is agreed, the register would be continuously reviewed as per the current arrangements but would result in improved and more comprehensive reporting, improved governance and clearer ownership. 

6.2
Risks within Post Tender Award Contract Management
6.2.1
A common theme that has been identified within councils, and also within central government, is that although the process of letting contracts has closely prescribed guidelines, which are monitored by procurement units, once the contract has been let there is not the same level of guidance for contract managers and this can lead to significant problems with the management of contracts.

6.2.2
Although there is no evidence of this issue occurring in Calderdale the Corporate Risk Manager is working with the Procurement Officer to bring together existing guidance to create a Contract Managers Guide and introduce a training package for new contract managers to mitigate the risk of problems post contract award.
6.3
Broadening the Scope of Risk Training
6.3.1
Until now risk management training been delivered outside the Workforce Development training programme. This is partly due to the nature of risk management training which has more usually been aimed at a specific service or group i.e. CAFM, leadership groups, safer cleaner greener unlike the broader courses offered by for example Health and Safety. 
6.3.2
It is proposed that a suite of Risk Management training sessions focussed at specific areas of risk such as project, partnership and contract management risk be developed and offered to staff through the Workforce Development Training Programme. This will also include the general risk awareness training which has recently been taken to Leadership groups. This will help to further embed awareness of risk across the Council.
6.4 
Insurance Risk
6.4.1
As part of the recent tendering process for the renewal of the Councils Insurance contract it was necessary to include within the tender documentation information demonstrating the Councils good practice with regard to risk management, as this went towards securing a contract at a lower price. The cost of the next insurance tender when we will once again be required to renew the Insurance contract will be dependent on the Council being able to demonstrate continued good risk management practice. As such the Corporate Risk Manager will continue to work with Directorates to ensure that for those services where there are insurance risks, that existing high levels of risk awareness are maintained, particularly in areas where site inspections are carried out.
6.5.
Embedding Risk within the Audit Plan
6.5.1
Currently the Audit Plan details the risks from the Corporate and Directorate risk registers, which are appropriate to each audit. The Corporate Risk Manager will work with Internal Audit to assist in the identification of appropriate risks including project, programme and partnership risks and ensure that not just the risks but the controls and actions of those risks are audited. An assurance map identifying the links is included in Appendix E for information.  
7.
CONCLUSIONS
7.1
Risk management continues to be a key part of the Councils assurance and governance framework informing and supporting the Councils Annual Governance Statement. The Council continues to manage the changing risk environment working both within the Council and with other Local Authorities as appropriate to keep at the forefront of risk management. 

7.2
Risk management is dynamic in that risks will continue to change and as a consequence Corporate and Directorate risks continue to be identified, assessed, monitored and reported to Members, Corporate Leadership Team and Directorate Management Teams throughout the year as appropriate. 

16th June 2015   




 

FOR FURTHER INFORMATION ON THIS REPORT CONTACT:

Lisa Hinchliffe - Acting Assistant Head of Finance

Telephone 01422-393562

(Internal Audit, Risk Management, 

Email: Lisa.Hinchliffe@calderdale.gov.uk

and Insurance)

DOCUMENTS USED IN THE PREPARATION OF THE REPORT:

Corporate Risk Management Strategy

Corporate and Directorate Risk Registers 

Audit reports

Minutes of the CRMSG meetings

DOCUMENTS ARE AVAILABLE FOR INSPECTION AT:

Westgate House, Halifax
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