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The Chairman of the Audit Committee requested this short paper on Developing Governance in order to set the scene for a debate by the Audit Committee. It is appropriate for the Audit Committee to have this debate as it is the body charged with monitoring the governance arrangements of the Council, and the Chairman signs off the annual Statement of Accounts which includes an Annual Governance Statement. 

The Committee are invited to consider the report, and discuss the proposal to invite the Chairmen from a FTSE100 company, and from another Local Authorities’ Audit Committee, during Spring 2010.  

Delivering Good Governance at Essex County Council

Report by Cajetan Chukwulozie, Head of Internal Audit & Risk Management and Sarah Harris – Senior Audit Manager

Contact details Cajetan.chukwulozie@essex.gov.uk  01245 431100 (int 21100)

1.0
Introduction

1.1
The Chairman of the Audit Committee requested this short paper on Developing Governance in order to set the scene for a debate by the Audit Committee. It is appropriate for the Audit Committee to have this debate as it is the body charged with monitoring the governance arrangements of the Council, and the Chairman signs off the annual Statement of Accounts which includes an Annual Governance Statement. 

1.2
Good Governance is essential for the effective and efficient management of the Council. This was recognised by the Leader and the Chief Executive in the 2008/09 Annual Governance Statement.

1.3
The Councils Corporate Governance Group is responsible of reviewing the Council’s governance arrangements and drafting the Annual Governance Statement.  The Group meets every quarter is made up of senior officer and is chaired by Nick Bell – Deputy Chief Executive and Director of Finance. Nick is also the Council’s Monitoring Officer. The timetable for the review of the 2008/09 activities is attached as Appendix A for information

2.0
Framework

2.1
Good governance is established with a set of guiding principles. Sir Adrian Cadbury (2000) defined Corporate Governance as “concerned with holding the balance between economic and social goals and between individual and communal goals. The corporate governance framework is there to encourage the efficient use of resources and equally to require accountability for the stewardship of those resources. The aim is to align as nearly as possible the interests of individuals, corporations and society". 

2.2
The Council has adopted a code of corporate governance, which is consistent with the principles of the CIPFA/SOLACE Framework Delivering Good Governance in Local Government. The Council has recognised in its 2008/09 AGS that it needs to update its  code of corporate governance to ensure that it is consistent with the format published in the CIPFA document “Delivering Good Governance in Local Government”.

2.3
The Good Governance Standard from The Independent Commission for Good Governance in Public Services sets out the framework for governance systems in local government.  It states that there are 6 principles for delivering good governance:

I. Engaging stakeholders and making accountability real

II. Performing effectively in clearly defined functions and roles

III. Promoting values for the whole organisation and demonstrating good governance through behaviour

IV. Focusing on the Council’s purpose and on outcomes for citizens and service users 

V. Developing the capacity and capability of the those charged with governance to be effective

VI. Taking informed, transparent decisions and managing risk

2.4
Each principle encompasses several supporting principles which in turn, can be broken down into specific requirements for local authorities.  This framework, set out by CIPFA SOLACE in ‘Delivering Good Governance in Local Government’, is the basis for the local code of governance.

3.0
Developing a Corporate Governance System

Once the code of governance has been produced, an Action Plan must be drawn up that shows: 

· The requirements of the code of governance; 

· The source documents/good practice/other means that maybe used to demonstrate compliance; 

· Action required/document/system in place; 

· Responsibility; 

· Current position/planned improvements.

3.2
It may also be useful to draw up a table which shows the principles which have member focused governance requirements and identify sources of assurance for each (Brent Council). The 2008/08 Annual Governance statement recognised that the Council’s code of governance needs to be refreshed. 

4.0
How to achieve good governance

4.1
Guidance from the Audit Commission explains that good corporate governance combines ‘hard’ factors – robust systems and processes – with the softer characteristics of effective leadership and high standards of behaviour.

4.2
It stipulates the need for organisations to strike a balance between the following: Direction and negotiation

· Rigidity and flexibility

· Central direction and local autonomy

· Key priorities and diverse responsibilities

· Compliance and creativity

· Caution and ambition

· Support and sanctions

· Shorter and longer term actions

4.3
Other important cultural attributes are: maintaining an outward focus; sustaining a culture of accountability; and encouraging effective relationships between those in key governance positions.

4.4
CIPFA have produced a guidance note around delivering good governance and this sets out the questions that councillors and councils need to ask themselves.  For example, around the principle on engaging stakeholders and improving accountability, the following questions are suggested:

· How do we deal with competing demands and priorities from different sections of the community?  Are the processes we use effective?

· What is our policy on how the council should consult the public and service users?

· What is our policy on consulting and involving staff in decision-making?

4.5
Appendix B gives some examples of processes that will help in achieving the 6 core principles (taken from ‘Good Governance Standard for Public Services’ by The Independent Commission for Good Governance in Public Services). Appendix C lists the sources of information.
Appendix A

2008/09 Action Plan Timetable

	
	Actions
	When
	Responsible Officer

	1
	Agree on elements of AGS

Agree on annual cycle of events for AGS
	11-03-09

Completed
	Corporate Governance Working Group

	2
	Review of Partnership Governance Systems

Provide IA Partnership reports
	Middle of April

Middle of April
	David Wright

Cajetan Chukwulozie

	3
	Identify other sources of assurance
	Middle of April
	David Wright

	4
	Training for the Corporate Governance Group if required
	Middle of April
	Cajetan Chukwulozie

	5
	Complete the 6 Principles template
	End of April
	David Wright

	6
	Draft:

· the effectiveness of the systems of internal control

· Head of Internal Audit report

· the AGS 


	Middle of May

Middle of May

End of May


	Margaret Lee

Cajetan Chukwulozie

Richard Puleston/Brandon Hallem

	7
	External Audit Letter  - if available
	End of May
	Margaret Lee

	8
	Challenge the draft AGS
	End of May
	Corporate Governance Group 

	9
	Go to CLT
	Early June
	Richard Puleston/Brandon Hallem

	10
	Go to Audit Committee:

· to receive Annual Audit Letter

· to receive training on AGS

· to receive the 
	Middle of June (if possible)
	Margaret Lee

Cajetan Chukwulozie

	11
	Get Leader & Chief Executive to sign AGS
	End of June
	Richard Puleston/Brandon Hallem

	12
	Maintain evidence of AGS for audit purposes
	End of June
	David Wright

	13
	Present at Audit Committee
	June 30
	Nick Bell/Margaret Lee


Appendix B

Good Practice examples

	Priority
	Good Practice

	Focusing on the organisation’s purpose and on outcomes for citizens and service users
	· Compare information about the efficiency, effectiveness and quality of service provided by similar organisations; analyse why levels are different elsewhere.

	Performing effectively in clearly defined functions and roles
	· Governing body should scrutinise and challenge proposals developed by executive or involve itself in strategy formulation.

· Publishing job descriptions for the Chairman, deputy Chairman and chief exec can help others know what to expect

	Promoting values for the whole organisation and demonstrating the values of good governance through behaviour
	· Committing to openness and transparency in decisions and use of resources.

· Responding to a diverse public and striving to reduce inequality amongst service users.

· Making contact with other organisations and forging and maintaining links with the world outside the organisation.

	Developing the capacity and capability of the governing body to be effective

Engaging stakeholders and making accountability real
	· Continually review the range of expertise needed on the governing body

· A skills audit of the members is a useful way of identifying strengths and skills gaps.

· Induction for governors could include an introduction to the local environment and the sector, the organisation’s relationships with other bodies and the context for the organisation’s strategy.

	Taking informed, transparent decisions and managing risk
	· Draw on the support of officer or independent adviser who can advise on legal and procedural issues and who has authority to challenge governance practice if necessary.

· A register of governors and executives interests will make governing bodies and others aware of any real or perceived conflicts if interest.

	Engaging stakeholders and making accountability real
	· Assess the effectiveness of policy and arrangements for dialogue with service users and accountability to the public.

· Can use a range of models, from citizens’ juries to community time banks to promote public and user involvement in design, delivery and evaluation.

· Publish information on research into the public’s views of the organisation and information on service users’ views of the suitability and quality of the services they receive.

· Organise a systematic 360-degree feedback from a representative sample of stakeholders to gain valuable insights about the organisation’s relationships.


Appendix C

Supporting documents:

1. A review of Corporate Governance in UK Banks and other financial industry entities – Walker 2009

2. Audit Commission: Corporate Governance Framework – July 2009

3. Borough of Pendle: Corporate Governance Action Plan – August 2009

4. Cadbury PLC Corporate Governance Principles – Internet article

5. CIPFA SOLACE: Delivering Good Governance Framework  - 2007

6. Brent Council: Corporate Governance Arrangements – December 2007

7. Delivering Good Governance – CIPFA/SOLACE 2007

8. The Independent Commission for Good Governance in Public Services: The Good Governance Standard for Public Services –  2004

9. The Combined Code of Corporate Governance – Turnbull 2003
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