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1. Scope ofR esponsibility

The Authority is responsible for ensuring that its business is conducted in accordance w ith
the law and proper standards, and that public m oney is safeguarded and properly
accounted for, and used econom ically, efficiently and effectively. The Authority also has a
duty under the Local Governm ent Act 1999 to m ake arrangem ents to secure continuous
In provem ent in the way in which its functions are exercised, having regard to a
com bination of econom y, efficiency and effectiveness.

In discharging this overall responsibility, the Authority is also responsible for putting in
place proper arrangem ents for the govemance of its affairs, facilitating the effective

exercise of its functions, and w hich includes arrangem ents for them anagem ent of risk .

2. The Purpose ofthe Governance Fram ew ork

Corporate Govermance is the system by which local authorities direct and control their
finctions and relate to their comm unities. The fram ework for corporate governance
recom m ended by the Chartered Institute of Public Finance and Accountancy CIPFA) and
the Society of Local Authority Chief Executives SOLACE) identifies three underlying
principles of good govermance, nam ely:

e Openness and Inclusivity
. Integrity
* A ccountability

The principles of corporate govermance should be em bedded into the culture of each local
authority. Furthermm ore each local authority has to be able to dem onstrate that it is
com plying w ith these principles. To achieve this, the fram ew ork docum ent recom m ends
that all local authorities should develop a local code of corporate governance, com prising
the follow ing elem ents:

e Community Focus

e Service D elivery Arrangem ents

* Structures and Processes

e Risk M anagem entand IntermalC ontrol
* Standards ofConduct

The Authority has form ally adopted a local code of corporate governance, consequently the
principles and standards contained in the fram ew ork docum ent are recognised as good
w orking practice, and hence are supported and followed. To this end both O fficers and
M em bers have had externally provided training to ensure governance arrangem ents are
understood and em bedded. This Statem ent form s part of the overall process w ithin the
Authority for m onitoring and reporting on the adequacy and effectiveness of the corporate
governance arrangem ents, particularly those in respect of risk m anagem ent and internal
control.

The system of internal control is designed to m anage risk to a reasonable level rather than
to elim nate all risk of failire to achieve policies, ain s and objctives; it can therefore only
provide reasonable and not absolute assurance of effectiveness. The system of intemal
control is based on a continuous process designed to identify and prioritise the risks to the
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achievem ent of the Authority s policies, ain s and objectives, to evaluate the likelihood of
those risks being realised and the im pact should they be realised, and to m anage them
efficiently, effectively and econom ically. This has been in place w ithin the Authority for the
yvear ended 31 M arch 2012 and up to the date of approval of the Statem ent of A cocounts.

3. The Governance Fram ew ork

The requirem ent to have a governance fram ework, mncorporating a sound system of
nternal control covers all of the Authority’s activities. The Internal control environm ent
w ithin the Authority consists of a num ber of different key elem ents, which taken together
contribute to the overall corporate governance fram ew ork. The key elem ents of internal
controlw ithin the Authority consist of

Policies and Guidance:

Specific policies and written guidance exist to support the corporate governance
arrangem ents and include:

e The Councils Constitution, mcluding Financial Regulations, Procurem ent
Regulations and Contract Standing O rders

* CodesofConduct forM em bers and O fficers
¢ TheCorporate Plan

e Medum Term FinancialPlan

* M em ber and O fficer Schem es of delegation
* Registers of interests, gifts and hospitality

e Corporate policies, for exam ple those relating to W histleblow ng and Counter
Fraud and C orruption

* AssetM anagem entPlanCapital Strategy Statem ent
* StrategicRisk Register

e CouncilProcurem ent Strategy

Politicaland M anagerial Structures and P rocesses

The Authority is responsible for agreeing overall policies and setting the budget. The
Policy and Resources Comm ittee and Comm issioning Board are responsible for decision
m aking within the policy and budget fram ew ork set by the Council. The Authority’s
Corporate M anagem ent Team has responsibility for im plem enting Authority s policies and
decisions, providing advice to M em bers and for co-ordinating the use of resources. The
Corporate M anagem ent Team m eet regularly and the Comm ittees usually every two
m onths. Both the Comm ittees and the Corporate M anagem ent Team m onitor and review
Authority activity to ensure corporate com pliance w ith governance, legal and fnancial
requirem ents. In addition, the Authority has scrutiny arrangem ents, through the O verview
and Scrutiny C om m ittee that include the review ofpolicies, budgets and service delivery to
ensure that they rem ain appropriate. This Com m ittee is also form ally designated as the
Authoritys Audit Com m ittee. A forw ard plan detailing the m ain work of C om m ittees over
the next year has been devised to ensure decisions are taken In a tim ely m anner. U rgent
item sw illbe debated as appropriate.
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The Authority has developed a process that is intended to reflect political and com m unity
objectives as expressed in the Com m unity Strategy (“Im agine Ryedale”) and acts as a basis
for corporate prioritisation. The process has identified the Authority’s corporate aim s
together with a num ber of associated cbjctives. These w i1l be review ed at appropriate
Intervals to ensure that they continue tom eet the needs of the com m unity. The Authority
has linked the perform ance m anagem ent process across all service areas to provide an
ntegrated perform ance m anagem ent system . Each service has developed a perform ance
In provem ent plan as part of their Service Delivery Plan show ing how that service will
w ork to achieve the Authority s objctives.

FinancialM anagem ent

The Corporate D irector (s.1510 fficer) has the overall statutory responsibility for the proper
adm nistration of the Authority’s financial affairs, mcluding m aking arrangem ents for
appropriate system s of financial control. The Authority operates within a system of
financial regulations, com prehensive budgetary control, regular m anagem ent inform ation,
adm nistrative procedures (ncluding the segregation of duties) and m anagem ent
supervision .

The Corporate Director (1510 fficer) is a member of the Authority’s Corporate
M anagem ent Team , and is directly responsible to the Chief Executive. The Authority is
therefore fuilly com pliant w ith the requirem ents of the 2010 CIPFA SOLACE Application
N ote to D elivering G ood G overnance.

Com pliance Arrangem ents

M onitoring and review of the Authority’s activities is undertaken by a num ber of O fficers
and external regulators to ensure com pliance w ith relevant policies, procedures, law s and
regulations. They include:

e The ChiefExecutive O fficer

e The Corporate D irector (€151) who is the s.151 O fficer of the Authority and the
ChiefFmance O fficer CFO)

e TheM onitoring O fficer
e The ExtermalAuditor and various other external inspection agencies

e Tnternal Audit frovided by the North Yorkshire Audit Partmership up to 31
M arch 2012 and Veritau N orth Yorkshire Liin ited from 1 April2012)

e Finance O fficers and other relevant service m anagers

Value ForM oney

Through reviews by external auditors, extermal agencies, Intemal audit, the
transform ation team , and the Financial Services M anager the Authority constantly seeks
ways of ensuring the econom ic, effective and efficient use of resources, and securing
continuous in provem ent in the w ay in w hich its functions are exercised.

Risk M anagem ent

The Authority has adopted a form al system of Risk M anagem ent. This is effectively
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delivered through w idespread use of Covalent, the Authority’s Perform ance and Risk
M anagem ent softw are. A lthough responsibility for the identification and m anagem ent of
risks rests w ith service m anagers, corporate arrangem ents are co-ordinated by the H eads
of Service G roup . The process serves to ensure that:

. The Authority identifies, prioritises and takes appropriate m itigation for those
risks it identifies as potentially preventing achievem ent of the Corporate and
Comm unity Plan

] The Authority s assets are adequately protected

. Losses resulting from hazards and claim s against the Authority are m itigated
through the effective use of risk controlm easures

. Service m anagers are adequately supported in the discharge of their
responsibilities In respect ofRisk M anagem ent

The system of Risk M anagem ent requires the inclusion of risk evaluation assessm ents in
all Comm ittee reports and the m aintenance of a corporate risk register. Relevant staff
w ithin the Authority have received training and guidance in Risk M anagem entprinciples.

InternalAudit& Fraud

The Authority operates ntermal audit and intermal (ton Housing Benefit) fraud
nvestigation functions. In 2011/12 these services w ere provided by the N orth Yorkshire
Audit Partnership.From 1 April2012 mtermalaudit and counter fraud services have been
provided by Veritau N orth Yorkshire Lim ited — a com pany partly owned by the Authority.
Intermal audit services are provided in accordance with the Accounts and Audit
Regulations 2011 and the CIPFA Code of Practice for Internal Audit In LocalG overnm ent.
An annual programme of reviews covering financial and operational system s is
undertaken, to give assurance to M em bers and m anagers on the effectiveness of the control
environm ent operating w ithin the Council. The work of mternal audit com plin ents and
supports the w ork of the externalauditors O eloitte LLP for 2011/12). In addition, nternal
audit provides assurance to the C orporate D irector (€151) as the Authority s s.151 O fficer
In discharging his statutory review and reporting responsibilities. The Authority also
undertakes an annual review of the effectiveness of its Internal audit arrangem ents as
required by the Accounts and Audit Regulations. The results of the review are reported to
the Overview & Scrutiny @Audit) Com m ittee.

Intermalaudit also has an advisory role that provides:
e Advice and assistance tom anagers In the design, In plem entation and operation of
controls
e Support to m anagers In the prevention and detection of fraud, corruption and
other irregularities

H ousing Benefit Counter Fraud work is undertaken w ithin the Benefits O ffice through
contractual arrangem ents with Veritau. A pro-active approach is taken to supplem ent
referrals, both mternal and external, with any leads arising from participation in the
N ational Fraud Initiative, the H ousing Benefits M atching Service, and intermal data
m atching.

Perform anceM anagem ent



ANNUAL GOVERNANCE STATEM ENT 201142

The Authority has established effective perform ance m anagem ent arrangem ents. The
Chief Executive has overall responsibility for the function and the Corporate M anagem ent
Team undertakes an ongoing m onitoring role. H eads of Service and their Service Unit
M anagers are expected to deliver In provem ents orm aintain perform ance standards w here
appropriate. The Covalent perform ance m anagem ent system is used to record and m onitor
perform ance.

4. Review ofE ffectiveness

The Authority has responsibility for conducting, at least annually, a review of the
effectiveness of its system s of intermal control. Tn preparing this Statem ent a review of
corporate governance arrangem ents and the effectiveness of the Authority s system s of
Intermal control has been undertaken, by the Corporate M anagem ent Team . This review
has mcluded consideration of:

e Reports received from the Authority’s extermal auditors and other inspection
agencies

e Theresults of nternalaudit and fraud investigation w ork

* The view s of seniorm anagers, ncluding Chief Executive, the s151 O fficer and the
M onitoring O fficer

* The work of the H eads of Service Group In com piling the Authority’s Strategic
Risk Register.

e Outcomes of service improvem ent reviews and perform ance m anagem ent
processes

e Compliancew ith the CIPFA Statem enton the role ofthe CFO

In addition, the Authority through its Com m ittees especially the O verview and Scrutiny
(A udit) Com m ittee considers corporate governance issues as they arise throughout the year
and agree recom m endations for Im provem ent as necessary.

A com prehensive review has been undertaken to support the preparation of this AGS
docum ent as required by the Acocounts and Audit Regulations 2011. The Authority has
produced a detailed statem ent along with a targeted action plan to ensure that full
com pliance is achieved. This has follow ed the best practice fram ew ork suggested by C IPFA
and adopted by the Authority. An action plan schedule has been produced to ensure
com pliance and a list of those O fficers having responsibility is available.

An Action Plan is appended which identifies and notes progress with previous years
m atters of concerm, and inclides those arising from this years review. The Annual
G overnance Statem ent for 2011/12 w ill provide details of the w ork com pleted against this
Plan.

W e have been advised on the im plications of the results of the review of the effectiveness of

the system of ntermmal controlby the Overview & Scrutiny @udit) Com m ittee, and a plan
to address w eaknesses and ensure continuous In provem ent of the system is in place.

5.SIGNTFICANT INTERNAL CONTROL ISSUES

A review of the intermal control arrangem ents in place w ithin the Authority has identified
areas where in provem ents could be m ade. Specific actions are proposed to address the
issues identified. Attached is the action plan for 20112012 incorporating those issues
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brought forw ard from the previous plan,which are still outstanding.

The Authority will continue to seek to im prove perform ance and take action on agreed
recom m endations by both Intermaland external agencies.

IShie 10 1=\c N R Dated: XX
JanetW aggott

ChiefExecutive

il o 1='c E RN RN Dated:XX

C 1IrK eith K naggs
Leader of the Council.
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