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Background

On 28 June as part of the process for approving the Statement of Accounts 2009/10 the Committee approved the Annual Governance Statement and the associated action plan comprising four specific items that were being monitored and addressed in conjunction with the Leader of the Council.
As part of the 2009/10 accounts audit, the External Auditors reviewed the Annual Governance Statement and came back with a list of queries.  The Director for Finance responded to the queries and agreed to make one amendment to the Statement. This has been achieved by the insertion of a new paragraph 4.3 under Review of Effectiveness as set out below and by an addition to the action plan:
“However, the Service Assurance Statements and Internal Audit reviews have highlighted a weakening of internal controls within the School, Children and Families directorate. These, together with the significant concerns identified by the Comprehensive Area Assessment on Safeguarding Children are being addressed through the Council’s improvement programme, and recommendations are being implemented, tracked and reported.”
A revised copy of the Annual Governance Statement is attached.
It was also agreed in June that the Committee receive regular progress reports against the Action Plan.  A copy of the Action Plan with progress to date is also attached.
Annex “A”
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Annual Governance Statement 2009-10

1.
Scope of Responsibility
1.1
Essex County Council (‘the 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. 

1.2
The 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.

1.3
In discharging this overall responsibility, the Council is responsible for putting in place proper arrangements for the governance of its affairs, facilitating the effective exercise of its functions, which includes arrangements for the management of risk.

1.4
The 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. 

1.5
This statement explains how the Council has complied with the Code and also meets the requirements of regulation 4(2) of the Accounts and Audit Regulation 2003 as amended by the Accounts and Audit (Amendment) (England) Regulations 2006 in relation to the publication of a statement on internal control.

2.
The purpose of the governance framework
2.1 The governance framework comprises of the systems, processes, cultures and values, by which the Council is directed and controlled. It controls the activities through which the Council engages with and leads the community. The governance 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, cost effective services.

2.2 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 achievements of the Council’s policies, aims and objectives, to evaluate the likelihood of those risks being realised and their impact, and to manage them efficiently, effectively and economically.

2.3 The governance framework has been in place at the Council for the year ending 31 March 2010 and up to the date of approval of the statement of accounts dated 29 June 2010.

3.
The governance framework
3.1 This section of the Annual Governance Statement describes the key elements of the systems and processes that make up the Council’s governance arrangements.

3.2 Essex County Council’s vision

3.2.1 The Council’s vision, its purpose and outcomes for its communities are set out in the four year work programme, EssexWorks, which has now been in place since 2008. EssexWorks is fundamental to the Council’s vision and in meeting the outcomes that it will deliver directly through its services, and plays a key role in meeting the commitments and targets that have been agreed with our partners as part of Essex’s second Local Area Agreement (LAA). 

3.2.2 The EssexWorks programme is fundamentally linked with and reflected in the Essex Strategy, LAA, Corporate Plan and the Council’s Budget. The EssexWorks intended outcomes for citizens and service users are in the Council’s website at www.essex.gov.uk/documents/essexworks.pdf. 

3.2.3 The Corporate Plan was prepared in 2008 to run alongside the EssexWorks programme. Whilst there was no refresh of the Corporate Plan during 2009/10, a new Corporate Plan was prepared in February 2010 to ensure that it continues to reflect the manifesto of the new administration elected in June 2009. 

3.2.4 EssexWorks contains 10 pledges which are reviewed annually and were refreshed during 2009 to ensure the Council moves towards achieving the long term ambitions of this programme.

3.2.5 Cabinet is accountable to Full Council for the delivery of the EssexWorks programme. As a result progress reports are routinely provided to the Corporate Leadership Team (CLT), the last was submitted in March 2010, setting out the Council’s progress towards the outcomes and pledges and launching the new pledges for 2010-11. 
3.2.6 The Policy and Scrutiny Committee’s are required to scrutinise the performance of the Council against its objectives as set out in EssexWorks and the Corporate Plan. Throughout the duration of the EssexWorks programme, the Projects Board, a non-decision making group, continues to monitor progress against the pledges outlined within the programme.

3.3 Service Quality
3.3.1 Since 2008 performance against a set of national indicators aligning with central government delivery priorities is measured at a local strategic partnership level.
3.3.2 The Council continue to use a performance management framework which enables it to measure how well it is delivering the outcomes and pledges of EssexWorks. This framework sets out the arrangements for ensuring that the Council deliver services in accordance with its objectives.

3.3.3 The Council’s Corporate Plan 2008 has continued throughout 2009/10 and is monitored through a monthly corporate scorecard and action plan, alongside finance and risk management reports. Performance is reviewed regularly across the Council and with our LAA partners at various levels including the Essex Partnership, Cabinet, Scrutiny Committees, CLT and Directorate Management teams.

3.3.4 The Scrutiny arrangements play a key role in ensuring that quality is delivered providing an independent and robust challenge to the Council’s objectives, holding the Council to account for its service delivery.

3.3.5 The Council’s employees continue to be supported by a comprehensive individual performance management process, including performance contracts which define the outcomes required from each employee to enable the Council to successfully deliver its Corporate Plan.

3.3.6 During 2009/10 the Council developed an Integrated Budget and Corporate Plan which brings together the Council’s vision and ambitions for the County, setting out the pledges and outcomes that form the foundation of EssexWorks. It maps how the Council will deliver those pledges and how success will be measured, and was launched for the financial year 2010/11.

3.3.7 The Corporate Plan 2008-11 contains targets for demonstrating value for money. Performance is monitored on a monthly basis through the use of CLT Scorecard reports and PB Views. These targets will be incorporated into the Integrated Budget and Corporate Plan 2010-11 and will continue to be monitored going forward. In June 2009, the Use of Resources Assessment 2008/09 was published, showing that the Council was delivering Value for Money.

3.4 Key Roles and Responsibilities

3.4.1 The roles and responsibilities for Members of the Executive, Non-Executive, Scrutiny, Officer and Committee functions are defined in the Constitution. This also sets out the key responsibilities of the Statutory Officers (Section 151 Officer, Head of Paid Service and the Monitoring Officer).
3.4.2 The Scheme of Delegation sets out the roles and responsibility of officers and the powers delegated to officers by the Executive. The Protocol for Member and Officer Relations defines further the day-to-day roles and responsibilities of Officers and Members. The delegation arrangements are reviewed in response to changes in the configuration of Cabinet responsibilities and reorganisations within the Council’s officer core.
3.4.3 Throughout 2009/10 various aspects of the Constitution have undergone a review and have been updated accordingly to reflect changes in the Council’s structure and processes. A copy of the Constitution can be found on the Council’s website.
3.5 Codes of Conduct and Standards of Behaviour
3.5.1 Employees and Members of the Council must abide by the rules clearly defined within Officer, Member and Officer/Member Codes of Conduct, set out within the Constitution and protocols. Following the local government elections in June 2009, all Members have now signed up to these Codes of Conduct. 

3.5.2 A comprehensive induction programme is provided to Members following the elections, which also contains arrangements for their ongoing development.

3.5.3 The Codes of Conduct and supporting protocols have undergone a review during 2009 and updated accordingly to reflect changes within the Council’s structure and processes.

3.6 Decisions, Processes and Controls 
3.6.1 The Council undertakes an ongoing review of its regulations and standing orders to ensure that they reflect the changes in the Council’s risk environment and activities.

3.6.2 The Corporate Governance Group incorporates senior managers from various service areas, namely risk, governance, finance and legal services, and reviews a range of Council documents, procedures, and manuals including the Constitution, scheme of delegation and standing orders.

3.6.3 The Corporate Governance Group carries out an ongoing review of the above documents throughout the year; a further review of the Council’s standing orders will be undertaken in 2010/11, including a review of the Procurement Procedure Rules and the establishment of a Value for Money Strategy, and continued review of the Constitution.

3.6.4 The Decision Making Protocol, which forms part of the Constitution, sets out the principles of Decision Making. Agendas and minutes from all meetings, including decisions taken by Cabinet Members are available to the public through the Council’s website. During 2010/11 a new Committee Management IS System will be implemented, this will improve the quality of information available through the Council’s website and will enable committee processes to be efficiently managed.

3.6.5 The Public Engagement Strategy, which engages the public in the decision making of the Council in shaping the places they live through the use of surveys, user groups and forums, remains in place.

3.7 The Audit Committee

3.7.1 The Council continue to have a close working relationship with both the internal and external auditors. The Audit Committee Chairman has signed a letter of compliance setting out an understanding of how those charged with governance exercise oversight of management's processes for identifying and reporting the risk of fraud and possible breaches of internal control in the Council. In 2008 the new terms of reference for the Audit Committee was agreed by the Council, and the delegations remain set out within the Constitution.

3.7.2 As part of the AGS 2008/09 action plan, the Council sought to develop a corporate tracking mechanism for reporting external audit, high risk internal audit and inspection recommendations to CLT and the Audit Committee. Work towards this has continued throughout 2009/10 and the Planning and Improvement Team have established a register of all external assessments and audits at corporate and operational levels. This register will be reviewed and updated every 6 months, and progress against improvement actions contained within those external assessments and audits will be monitored on a quarterly basis and recorded using a progress tracker spreadsheet.

3.7.3 In March 2009, the Audit Committee approved the 2009/10 audit plan, and Internal audit have reviewed, appraised and reported on the efficiency, effectiveness and economy of financial and other management controls, finding that the systems of internal control were adequate.

3.7.4 In June/July 2010 the Council will undergo an Ethical Governance Audit, conducted by the Audit Commission, which will further seek to assess the Council’s ethical agenda against a comprehensive set of criteria including the standards of conduct for Members and Officers, and the Council’s focus on a healthy organisational culture.

3.8 Compliance with relevant laws and regulations

3.8.1 The Head of Essex Legal Services, as Monitoring Officer, is responsible for ensuring lawfulness and fairness in decision making. The Chief Financial Officer, as the Section 151 Officer is responsible for ensuring lawfulness and financial probity and prudence in decision making.

3.8.2 The Head of Internal Audit and Risk Management is responsible for providing assurance on internal controls, ensuring that there are adequate mechanisms in place for the reporting and the investigation of fraud, and ensuring that the risk management framework is robust. The Head of Internal Audit and Risk Management is also a member of the Policy and Standards Council consulting on new processes and their implementation.

3.8.3 Quarterly meetings are held between each Executive Director, the Section 151 Officer and Head of Internal Audit and Risk Management to review working processes and practices, and consider the system of internal control operating within the specific service areas. Each Executive Director is required to complete an evidence based self-assessed assurance statement accompanied by a plan setting out actions to be taken to strengthen any areas of weakness. These statements are formally signed off by the Executive Director at the end of the year.

3.8.4 The Council has a strong legal service providing advice throughout the organisation, and is able to seek specialist opinion where necessary. The reports prepared for Cabinet require legal advice to be sought prior to submission, and all reports to both Cabinet and CLT must incorporate the comments of both the Section 151 Officer and Monitoring Officer.

3.8.5 Accordingly the Council actively recognise the limits of lawful action and observe both the specific requirements of legislation and the general responsibilities placed on it by public law, integrating the key principles of good administrative law into their processes and decision making.

3.9 Whistle-blowing and complaints

3.9.1 The Council is committed to achieving high standards of integrity and accountability and expects the same commitment from its employees, promoting an open environment that enables staff to raise issues with confidence that they will be acted upon appropriately without fear of recrimination. 

3.9.2 In December 2009 the Council’s Whistle Blowing policy was revised and continues to be available for staff through the ‘Working Here’ intranet site. This policy provides staff with a formal process to raise concerns relating to wrongdoing, impropriety or breach of procedure. 

3.9.3 The Council has a strong Counter-Fraud team that supports investigations of allegations raised through the Whistle Blowing policy.

3.9.4 The Council values complaints, comments and compliments received from its customers and the feedback obtained is used within its planning processes to help develop the services. The Council has a comprehensive complaints procedure which is accessible by the public through its website. In addition the Council has a corporate policy ‘Responding to Complaints, Comments and Compliments’ which sets out the expectations and timescales to be applied in responding to its customers.

3.9.5 In 2008 a pilot scheme was introduced for a new complaints process and accompanying IT system to allow greater tracking of individual complaints. At the end of the pilot, the initiative was rolled out across the service areas and has resulted in the percentage of customers who receive a response within the corporate standard improving dramatically.

3.10 Development and Training

3.10.1 The Council places significant emphasis on organisational development and the support for all staff within an overall framework of organisational value and behaviour.

3.10.2 In identifying staff training and development needs the Council uses the ‘My Performance’ process, which identifies individual’s training needs annually. A wide range of training courses are available to staff specific to their service area and a schedule of forthcoming corporate training events is contained within the ‘Working Here’ intranet site.

3.10.3 In 2008-09 the Council had an ad-hoc Member training programme, and following the June 2009 local elections this was replaced with a comprehensive induction programme, in which arrangements for ongoing development can be addressed.

3.10.4 As part of the 2008/09 AGS action plan, the Council continue to take steps to further improve its data security. Developing an e-learning package which will be rolled out across the Council. The modules cover data security and information handling with a key focus on data protection. All employees’ who use a computer will be required to complete the course and online test to demonstrate their learning and understanding of the issues.

3.11 Channels of Communication

3.11.1 The Council continues to develop clear channels of communication with all sections of the community and other stakeholders, ensuring accountability and encouraging open consultation.
3.11.2 A bi-monthly magazine ‘EssexWorks’ is issued by the Council to all households in Essex, which includes an editorial from the Leader of the Council. The Council continues to develop its website to ensure that it is accessible to a wide audience. The website includes relevant news articles and is regularly updated.

3.11.3 All communication issued by the Council is branded to ensure that it is easily recognised, and the information can be translated into different languages and alternative formats. This facility is widely publicised and applies to both printed materials and the Council’s website.

3.11.4 The Council continue to ensure that employees are updated through the use of a bi-monthly magazine ‘Zest’ and a 7 day newsletter which was introduced during 2009. This newsletter provides updates to employees on topical issues across the authority.

3.11.5 Both publications were acknowledged at the British Association of Communications in Business Regional (Central) Awards in February 2010. Zest received the highest recognition by receiving the Award of Excellence within the category New Publication, and the Editor of Zest won best Editor. Under the category of Electronic Media, the 7 Day newsletter was awarded the Certificate of Merit.

3.11.6 In order to provide a further method of communication, in 2009 the Council piloted webcasting of Council meetings. This pilot is due to run until September 2010, and will be reviewed in June 2010. The webcasting allows members of the public to remotely view these meetings live, or at their convenience. 

3.12 Partnership Governance

3.12.1 The Council continues to incorporate good governance arrangements in respect of partnerships and other group working as identified by the Audit Commission’s report on the ‘Governance of Partnerships’, and reflects these in the Council’s overall governance arrangements.

3.12.2 During 2009 the Essex Partnership Website has undergone a transformation and is now the Essex Partnership Portal. This provides all relevant documents regarding thematic and local strategic partnership arrangements.

3.12.3 In working in partnership the Council ensures that Members are clear about their roles and responsibilities both individually and collectively in relation to the partnership and to the Council, through the LAA and the Essex Co-operation Framework, both of which are available through the portal.

3.12.4 Performance indicators have been assigned to each thematic partnership with the LAA Performance Management Group maintaining an overview and a monthly LAA performance scorecard being prepared. The partnership’s performance is embedded within the Council’s performance reporting process, so that progress is reported to Members and Senior Officers routinely. The partnership performance information is published on the portal.

4. Review of effectiveness

4.1 The 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 formed 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 and Risk Management’s annual report, and from comments received from external auditors and other review agencies and inspectorates.
4.2 The Annual Audit Report includes a review of the effectiveness of internal audit and the effectiveness of the systems of internal control. Senior Officers have signed the annual Service Assurance Statement, confirming that during the year they have ensured that there are effective control arrangements for:

· Service Planning and Performance Management,

· Management of Staff,

· Financial Management,

· Risk Management,

· Partnerships, and

· Data and Information Management.

An analysis of the Service’s self assessments indicates that overall, the systems of internal control were adequate. This conclusion is in line with the Annual Audit Opinion.

4.3
However, the Service Assurance Statements and Internal Audit reviews have highlighted a weakening of internal controls within the School, Children and Families directorate. These, together with the significant concerns identified by the Comprehensive Area Assessment on Safeguarding Children are being addressed through the Council’s improvement programme, and recommendations are being implemented, tracked and reported.

4.4
The Council have been advised on the implications of the result of the review of the effectiveness of the governance framework through the Corporate Governance Group, and a plan to address weaknesses and ensure continuous improvement of the system is in place.

5.
Significant governance issues
5.1 As part of the AGS 2008/09 action plan, the Council sought to update the Code of Corporate Governance into the appropriate format as published in the ‘Delivering Good Governance in Local Government’ issued by the Chartered Institute of Public Finance and Accountancy (CIPFA) and the Society of Local Authority Chief Executives (SOLACE). The Council is continuing to undertake research into the content of the revised Code, and a draft is currently being prepared by the Corporate Governance Group. The revised Code will be submitted for approval by Council in 2010/11.
5.2 Good governance is essential for the effective and efficient management of the Council; accordingly a plan which supports the development of corporate governance across the authority is fundamental in taking the Council forward. 

5.3 The Council has a Constitution which describes the roles, functions and responsibilities of Councillors and key Officers. It contains information about how decisions are made and provides guidance on the rules and procedures which govern the Council, pulling information from various documents and policies. The Council is seeking to review the Constitution and move towards a Code of Governance which will incorporate all necessary information, delegations, policies and decision making processes in one place. This will enable all those who have recourse to the governance mechanisms to view the relevant documents in a more coherent and easily accessible form.

5.4 Internal audit activities during 2009/10 indicated that whilst the Council has a number of strong or improving controls in areas such as Asset Management and Budget setting, there are governance deficits around the management of expenses, use of the Council’s resources and a lack of compliance with some policies.

5.5 The Audit Committee are overseeing the actions following the activities referred to above and will ensure that there is a revision of appropriate policies and guidelines. The Corporate Governance Group will oversee the work and provide the Audit Committee with regular progress reports.

5.6 Whilst the systems of internal control were deemed adequate during 2009/10, this was diluted by the governance issues referred to above. The implementation of recommendations made as a result of audit activity linked to a reporting structure on progress will ensure that significant progress is made to enhance the governance arrangements for the Council.

5.7 Appendix A sets out the actions necessary to address these issues. The Council is satisfied that these steps will address the need for improvements and will monitor their implementation and operation as part of the annual review process.

	Signed:

…………………………………..

Joanna Killian

Chief Executive of the Council
	Signed:

…………………………………..

Peter Martin

Leader of the Council


Appendix A

This table contains key action points to be implemented during 2010/11. 
	
	Findings
	Action
	Lead Officer

	
	
	
	

	1.
	Update the Code of Corporate Governance into an appropriate format as published in ‘Delivering Good Governance in Local Government’ issued by the Chartered Institute of Public Finance and Accountancy (CIPFA) and the Society of Local Authority Chief Executives (SOLACE), in July 2007.
	We will update the Code of Corporate Governance to ensure that it is consistent with the format published by CIPFA.
	Philip Thomson as Chair of the Corporate Governance Group

	2.
	The Corporate Governance Group to continue its ongoing review of Council documentation.
	To include a review the Council’s Standing Orders, including the Procurement Procedure Rules.


	Margaret Lee, Director for Finance

	3.
	Ensure the Council has the information needed to review value for money and performance effectively through the development of a VFM Strategy


	Develop strategy to enable effective review of VFM.
	Margaret Lee, Director for Finance

	4.
	Ensure that recommendations of internal audit are implemented, monitored and reviewed, where governance deficits have been identified.


	Implement recommendations from Internal Audit
	Philip Thomson as Chair of the Corporate Governance Group

	5
	Ensure that recommendations on Safeguarding Children are implemented in line with the agreed Improvement Plan.
	Implement actions on the Improvement Plan  
	Malcolm Newsam – Interim Executive Director for SCF


Annex “B”
This table contains key action points to be implemented during 2010/11.
	
	Findings
	Action
	Lead Officer
	Progress to date

	
	
	
	
	

	1.
	Update the Code of Corporate Governance into an appropriate format as published in ‘Delivering Good Governance in Local Government’ issued by the Chartered Institute of Public Finance and Accountancy (CIPFA) and the Society of Local Authority Chief Executives (SOLACE), in July 2007.
	We will update the Code of Corporate Governance to ensure that it is consistent with the format published by CIPFA.
	Philip Thomson as Chair of the Corporate Governance Group
	Progress on developing the Code of Corporate Governance is presented as a separate item on this Agenda (item 21).

	2.
	The Corporate Governance Group to continue its ongoing review of Council documentation.
	To include a review the Council’s Standing Orders, including the Procurement Procedure Rules.


	Margaret Lee, Interim Director of Finance
	Much of this is being progressed as part of the work referred to against Action 1.  In relation to the Procurement Procedure Rules Officers are trying to finalise the overall timescales for development of these, working to delivery of a final draft to full Council in December but it is this may slip.

	3.
	Ensure the Council has the information needed to review value for money and performance effectively through the development of a VFM Strategy


	Develop strategy to enable effective review of VFM.
	Margaret Lee, Interim Director of Finance
	Whilst work has yet to start on the development of a VFM strategy, the Council can point to the £300m transformation programme and the member challenge process by way of bilaterals as a way of delivering VFM.  Additionally, the Integrated Budget and Corporate Plan demonstrates the link between performance and finance.

	4.
	Ensure that recommendations of internal audit are implemented, monitored and reviewed, where governance deficits have been identified.


	Implement recommendations from Internal Audit
	Philip Thomson as Chair of the Corporate Governance Group
	This is being progressed as part of the work referred to against Action 1.

	5.
	Ensure that recommendations on Safeguarding Children are implemented in line with the agreed Improvement Plan.
	Implement actions on the Improvement Plan  
	Malcolm Newsam – Interim Executive Director for Schools, Children and Families
	Children’s Services is reporting monthly to an External Improvement Board including monthly updates on Key Performance Indicators.  The Action Plan prepared in December 2009 will be updated by the end of September 2010 and will include an action plan for the five PCTs.  The Children and Young People Policy and Scrutiny Committee has set up a standing Safeguarding Sub-Committee.  Its initial task is to monitor how Areas of Improvement in the Joint CQC / Ofsted Report of August 2010 are being implemented.  In the longer-term it will concentrate on how quality issues are being addressed.


