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Preface

These guidance notes relate to Delivering Good Governance in Local Government: Framework
(CIPFA/Solace, 2016) which is intended to be used as best practice for developing and
maintaining a locally adopted code of governance.

These guidance notes are intended to assist local authorities and associated organisations
and systems — combined authorities, joint boards, partnerships and other vehicles through
which authorities now work — in reviewing the effectiveness of their own governance
arrangements by reference to best practice and using self-assessment.
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CHAPTER ONE
Introduction

DELIVERING GOOD GOVERNANCE IN LOCAL GOVERNMENT:
RELATIONSHIP WITH THE FRAMEWORK

1.1

1.2

13

1.4

15

Delivering Good Governance in Local Government: Framework, published by CIPFA in
association with Solace in 2007, set the standard for local authority governance in the UK.
CIPFA and Solace reviewed the Framework in 2015 to ensure it remains ‘fit for purpose’

and published a revised edition in spring 2016. A comparison of the principles from the
Framework (2016) and those included in the Framework (2007) is included for information at
Appendix A to these guidance notes.

The new Delivering Good Governance in Local Government: Framework (CIPFA/Solace, 2016)
applies to annual governance statements prepared for the financial year 2016/17 onwards.

The concept underpinning the Framework is that it is helping local government in taking
responsibility for developing and shaping an informed approach to governance, aimed at
achieving the highest standards in a measured and proportionate way. The Framework is
intended to assist authorities individually in reviewing and accounting for their own unique
approach. The overall aim is to ensure that:

B resources are directed in accordance with agreed policy and according to priorities
® thereis sound and inclusive decision making

® thereis clear accountability for the use of those resources in order to achieve desired
outcomes for service users and communities.

The Framework draws on earlier work on governance in the public services which is briefly
outlined at Appendix B to these guidance notes.

It is intended that the Framework is used by local authorities (across their governance
systems, structures and partnerships) including:

B county councils

m  district, borough and city councils

B metropolitan and unitary boroughs

B the Greater London Authority and functional bodies

B combined authorities, city regions, devolved structures
® the City of London Corporation

®  combined fire authorities

®  joint authorities
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B police authorities, which for these purposes since 2012 includes both the police
and crime commissioner (PCC) and the chief constable

B national park authorities.

PURPOSE OF THE GUIDANCE NOTES

1.6

1.7

18

19

110
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These guidance notes should be used in conjunction with the Framework. They are intended
to assist authorities across their governance systems, structures and partnerships in
reviewing and testing their governance arrangements against the principles for good
governance. They will also help them in interpreting the principles and terminology contained
in the Framework in a way that is appropriate for their governance structures, taking

account of the legislative and constitutional arrangements that underpin them. However, it

is not intended that these guidance notes are in any way prescriptive — all authorities are
encouraged to consider carefully the content of the Framework and to use it in a way that
best reflects their structure, type, functions and size.

These guidance notes are aimed at local government in England (separate guidance notes are
being prepared for the police) and will be particularly useful for officers. They are intended

to help those supporting political and officer leadership with establishing robust governance.
They signpost component parts of the process and establish a hierarchy of support.

These guidance notes aim to assist authorities in:
m  considering how they might go about reviewing their governance arrangements

m  developing and reviewing governance arrangements across the whole governance system
including partnerships, shared services and alternative delivery vehicles

m  developing and updating their own local codes of governance

®  demonstrating compliance with the principles of good governance.

The term ‘local code’ essentially refers to the governance structure in place, as there is an
expectation that a formally set out local structure should exist, although in practice it may
consist of a number of local codes or documents. For example, Staffordshire County Council
draws together on a single sheet all its systems, processes and documents that contribute to
the authority’s governance. The extent to which they are in place and effective is considered
as part of the authority’s annual review.

It is suggested that, in using the Framework and guidance notes, authorities should nominate
an individual or group of individuals within the authority who have appropriate knowledge
and expertise and levels of seniority to:

®  consider the extent to which the authority complies with the principles of good
governance set out in the Framework

®  identify systems, processes and documentation that provide evidence of compliance

®  identify the individuals and committees responsible for monitoring and reviewing the
systems, processes and documentation identified

®  identify issues that have not been addressed in the authority and consider how they
should be addressed
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B identify the individuals who would be responsible for undertaking the actions that are
required.

The review of governance arrangements must be reported on within the authority, for
example to the audit committee or other appropriate member body, and externally with
the published accounts of the authority. In doing this, the authority is looking to provide
assurance that:

B its governance arrangements are adequate and working effectively in practice

B where the reviews of the governance arrangements have revealed significant gaps which
will impact on the authority achieving its objectives, what action is to be taken to ensure
effective governance in future.

TERMINOLOGY

112

1.13

1.14

1.16

117

The terms ‘authorities’, ‘local government organisations’ and ‘organisations’ are used
throughout the guidance notes and should be taken to cover any partnerships and joint
working arrangements in operation. A full glossary of terms used in the Framework and
guidance notes is included at Appendix C.

In the police service, where the accountabilities rest with designated individuals rather than
a group of members, terms such as ‘leader’ should be interpreted as relating to the PCC or the
chief constable as appropriate.

Context for the update

Local government continues to undergo significant change, much of which has been driven
by austerity measures. In order to cope with this climate of austerity, authorities will need
to continue to adapt the way in which they operate. Local authorities have responded by
increasing collaboration and developing their role as ‘enablers’. Authorities will continue to
make difficult decisions which may mean that certain services are no longer provided, but
in doing this they need to communicate effectively with their communities, service users,
stakeholders and individuals to ensure that the most vulnerable citizens are protected.

In addition to economic and financial challenge, the integrated health and social care
programme, devolution, the Localism Act 2011, the Police Reform and Social Responsibility
Act 2011, the Cities and Local Government Devolution Act 2016 and other key legislation
have brought new roles, opportunities and greater flexibility for authorities.

The development of combined authorities, devolution deals together with elected mayors
brings about the chance to design governance structures from the bottom up. It provides the
opportunity to ensure that the core principles of good governance covering openness and
stakeholder engagement, defining outcomes, monitoring performance and demonstrating
effective accountability are integrated and embedded within the new structures and that
mechanisms for effective scrutiny are established. It is clear that to bid successfully for
devolved power will require good governance to be demonstrated as well as crucial in using
such powers effectively.

Other developments are resulting from the Home Office’s wider responsibility for fire,
encouraging greater collaboration between ‘blue light’ services. Fire authorities are now
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looking at mergers and joint working proposals with each other plus wider collaboration with
the police sector.

118 New responsibilities and the development of innovative collaborative structures and ways of
working provide challenges for governance such as ensuring transparency, and, in particular,
for managing risk. Whether working with other authorities, public sector bodies, the third
sector or private sector providers, local authorities must ensure that robust governance
arrangements are established at the outset which provide for a shared view of expected
outcomes supported by effective mechanisms for control and risk management thereby
ensuring that the public purse is properly protected. It is vital that all joint arrangements
observe all the principles of good governance and are managed and reviewed with the same
rigour.
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CHAPTER TWO
The ‘governing body’ in a local
authority

INTRODUCTION

21 The International Framework: Good Governance in the Public Sector (CIPFA/IFAC, 2014)
defines the governing body as:

The person(s) or group with primary responsibility for overseeing an entity’s strategic
direction, operations and accountability.

22 Inlocal government the governing body is the full council or authority.

RESPONSIBILITIES

23 Elected members are collectively responsible for the governance of the council. The full
council’s responsibilities include:

B agreeing the council’s constitution, comprising the key governance documents including
the executive arrangements and making major changes to reflect best practice

B agreeing the policy framework including key strategies and agreeing the budget
B appointing the chief officers

B appointing committees responsible for overview and scrutiny functions, audit and
regulatory matters and also for appointing members to them.

24  The Local Government Act 2000 required councils with populations over 85,000 to adopt
a mayor or leader and cabinet model. This meant decision-making power was placed with
either a mayor directly elected by local residents or a council leader with a small ‘cabinet’
or ‘executive’ who had the power to make decisions both individually and collectively. Local
authorities were also required to establish an overview and scrutiny function for members
outside the cabinet through which they could question and challenge policy and the
performance of the executive and promote public debate.

25  The executive is responsible for:
®  proposing the policy framework and key strategies
= proposing the budget
= implementing the policy framework and key strategies.

26  The chief executive advises councillors on policy and necessary procedures to drive the aims
and objectives of the authority. The chief executive leads a management team consisting of
senior managers. The chief financial officer, monitoring officer and other senior managers
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2.7

2.8

29

Page 6

are responsible for advising the executive and scrutiny committees on legislative, financial
and other policy considerations to achieve the aims and objectives of the authority. They are
responsible for implementing councillors’ decisions and for service performance.

The Localism Act 2011 allowed councils in England to change their governance arrangements.
They may adopt a committee based system for decision making as an alternative to the
leadership/cabinet model or to a directly elected mayor model, should they wish, subject to a
local referendum. The key elements of the framework include the following:

= Removal of restrictions, set out in the 2000 Act, which require all councils in England
with a population of 85,000 or more to operate executive arrangements — either the
leader and cabinet or mayor and cabinet model.

B Councils in England have the freedom to decide what governance model to adopt,
including the committee system.

B Councils opting to operate the committee system are able to decide how to discharge
their functions, subject to the requirement to have certain statutory committees, such as
a licensing committee.

B Councils choosing to operate the committee system are not required to have an overview
and scrutiny committee, under Section 21 of the 2000 Act.

Fire authorities and joint authorities, including waste disposal authorities, passenger
transport authorities and combined fire and rescue authorities, do not have directly elected
members. Instead they have members appointed to the authority by the local council.
National park authorities also have members appointed by the secretary of state. Members
are responsible for setting policies and priorities and the efficient and effective use of
resources. These authorities do not have formal constitutions but rely on the schemes of
delegation and operate a traditional local authority committee model. In fire and rescue
authorities, the fire brigade operates as the executive arm with the fire service providing
scrutiny.

In the police, police and crime commissioners (PCCs) and chief constables are corporations
sole and are jointly responsible for governance. Separate guidance notes have been prepared
for the police, but the principles included in the Framework are equally relevant to them.
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CHAPTER THREE
Working in partnership

INTRODUCTION

31

3.2

33

Effective service provision has meant that local authorities have always needed to work in
partnership with other bodies. However, joint working and the use of a range of alternative
delivery vehicles has increased over recent years as local government has coped with less
resources.

An individual council may retain responsibility for the provision of services but other councils
or organisations may provide these on their behalf. Collaborations bring about stronger
relationships between authorities which may result in a more formal relationship at a later
stage such as a combined authority.
Examples of joint working include:
B joint commissioning with other public bodies
B joint ventures with other public sector bodies
B partnerships with the private sector, including outsourcing
B shared services such as:

— joint management teams

— joint provision with other local authorities such as back office functions

— joint working in the fire service.

COMBINED AUTHORITIES AND DEVOLUTION

3.4

35

3.6

The Local Democracy, Economic Development and Construction Act 2009 permits combined
authorities to be established; a legal structure that may be set up by two or more local
authorities in England. The 2009 Act permits the authorities to undertake functions related to
economic development, regeneration, or transport.

The Cities and Local Government Devolution Act 2016 gives combined authorities further
powers to enable growth and public service reform in their areas. They are also permitted

to have a directly-elected mayor who will be able to exercise the functions of the police and
crime commissioner for their area. The 2016 Act requires each combined authority to set up
at least one overview and scrutiny committee.

The Greater Manchester Combined Authority was established in 2011, and a devolution
agreement was announced in November 2014. The devolution agreement provides the
authority with additional powers to support business growth, join up budgets in health and
social care and elect a metro mayor. Since then, deals with several other areas have been
agreed. Devolution deals negotiated to date have mostly involved transfer of powers over
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37

38

39

3.10

services such as business support, further education and skills funding, transport budgets and
land management, with involvement in health and policing being less common.

The devolution agenda is driving new and rapidly-evolving models of collaboration with a
focus on place-based outcomes, bringing about specific challenges and issues for governance.
For such arrangements, clarity of vision is crucial. It is also essential that at the negotiation
stage, communities are able to understand what the objectives for devolution are and are
consulted accordingly.

Devolved organisations will need to act transparently where there are potential conflicts
between the long term view required for outcomes such as economic regeneration and short
term factors such as the political cycle. Other key features for arrangements to be successful
include strong collaborative — and clearly accountable — leadership (which doesn’t feel like a
takeover to those outside a dominant organisation).

Partnership working can be a challenge across local government, but working with other
sectors adds greater complexity. Relationships between clinical commissioning groups and
local authorities need to be clearly defined owing to statutory and cultural differences. Staff
from each sector need to be clear regarding the outcomes to be achieved and that workforce
differences are or will be addressed.

Where there are proposals to merge police and crime commissioner (PCC) powers with elected
mayors, accountability will need to be carefully thought through as current police force

areas are not coterminous with local government boundaries. Consideration will therefore be
needed on how the mayor’s accountability will be shared with PCCs.

CASE STUDIES

3.11

3.12

3.13

Page 8

This section outlines four case studies which have been provided by the following authorities
and shows how they have approached governance issues in relation to partnership working:

1. Cheshire East — establishing alternative service delivery vehicles.
2. Leeds City Council — developing a public service led mutual social enterprise.
3. Anonymous — joint committee governance arrangements — solving problems.

4. Highland Partnership — lead agencies for health and social care.

There follows a section highlighting questions that members and officers in an authority
might consider to help ensure that the principles of good governance are embedded within
the authority’s partnership working.

The final section of this chapter outlines the issues to consider when looking at,
implementing and reviewing arrangements for sharing chief executives and management
teams.
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Cheshire East Council — establishing alternative service delivery
vehicles

The following case study looks at how Cheshire East Council set up alternative service delivery
vehicles and outlines its approach to specific governance issues.

BECOMING A COMMISSIONING AUTHORITY

Cheshire East Council (‘the council’) set out a three year plan in February 2013 which would
see the birth of new alternative service delivery vehicles (ASDVs) as a way of encouraging
entrepreneurial spirit, innovation and culture change, helping to bridge the gap between
budget availability and desired outcomes.

In order to support the delivery of a range of resident-focused outcomes, the council
prioritised projects and rolled out a new project management framework and associated
training, including a new two-stage project endorsement process involving senior officers from
each professional discipline as well as members.

ANSA ENVIRONMENTAL SERVICES LIMITED

Ansa Environmental Services Limited (Ansa), an ASDV, was set up as a ‘Teckal-exempt’, wholly
owned company of the council, enabling the council to directly award work to Ansa. It also
offered the council a way of retaining corporate oversight via various governance processes
including its group holding company, Cheshire East Residents First (CERF). The ‘Teckal’
exemption (now codified in Regulation 12 of the Public Contracts Regulations 2015) offers
Ansa the opportunity to grow its business by allowing other public sector bodies to ‘buy-in’
to Ansa, thus dramatically speeding up procurement and mobilisation of new contracts for
services and lowering traditional procurement costs.

CREATION OF ANSA

The council’s environmental services and bereavement and street cleansing departments
were ripe for change and there was significant support from employees, councillors and
management for developing an arm’s-length company as an alternative to full outsourcing.

Following a service review, focus groups and employee consultation, the departments were
realigned to form Ansa and a separate company, Orbitas Bereavement Services Limited, which
both began trading in April 2014. Ansa was set the challenge to maintain high quality services
to over 165,000 households while delivering £2.5m in efficiency savings within the first five
years and to grow its income by 2.5%. Ansa now delivers waste, street cleansing, fleet, grounds
and parks services on behalf of the council and external customers and has added training and
business change consultancy to its offering.

Kevin Melling, Ansa Managing Director, says:

Our success reflects the passion and commitment of managers and employees to making
Ansa the best service provider it can be for the benefit of local residents and wider customer
base. Ansa is performing well across all of its services, including raising the bar on its
recycling rate and diversion from landfill and receiving external recognition for its parks and
grounds delivery. The achievement of both Royal Society for the Prevention of Accidents Gold
Award and ISO 9001 on the first year of entry reflects positively on the safety, efficiency and
quality standards of the organisation. This, together with a strong financial performance, sets
a platform for future growth and development of the company as Ansa becomes increasingly
commercial.
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Given that Ansa exceeded all of its key performance indicators (KPIs), delivered £1.3m of the
five year savings’ target early, and made an operating profit, confidence in Ansa is high. The
council and Ansa are in discussions to extend the contract by a further ten years with the
option of further extensions.

STAKEHOLDER ENGAGEMENT
Jane Thomason, Chief Operating Officer:

Effective engagement with stakeholders including clients, residents, employees and members
is essential to our success, allowing us to deliver performance improvements and efficiencies
across the business while maintaining high levels of customer satisfaction. Our passion and
enthusiasm make us attractive as both a supplier and employer, as we work together to grow
our business and deliver a high quality service.

PROJECT AND PROGRAMME GOVERNANCE

The ASDV projects were overseen by individual project boards and a programme steering
group. Professional advice was procured before either party entered into new contractual
arrangements. A formal business case and company business plan were developed and
then independently audited. Final approval was achieved through a series of related cabinet
papers, ensuring legal, financial and constitutional compliance. Following project-delivery,
an in-depth ‘lessons learned’ session was held, significantly speeding up and smoothing
implementation of later ASDVs.

CORPORATE GOVERNANCE

During the projects, a clear separation of roles was defined for those who would ‘commission’
and those who would ‘deliver’ the service. A detailed contract was agreed which included

KPIs and a service specification drawn up by the commissioner and corresponding method
statements from Ansa. An annual management fee review process was built-in together with
an agreement to buy back those support services not due to transfer to the new company,
providing a measure of stability, continuity, and, council control. Where appropriate, contracts
were novated across to Ansa, with the balance either bought back via the council or re-
tendered in Ansa’s name.

New governance processes were developed and then approved by Ansa’s board, including

a balanced scorecard approach to risk management and a performance management
framework. Ansa reports into a quarterly shareholder board and submits updated business
plans via this route. The annual management fee is negotiated via the commissioning
manager together with any in-year changes to scope of work and associated additional
income and/or savings targets. Ansa has retained pre-existing employee terms and conditions
including pensions. Where possible, Ansa is taking the opportunity to become more flexible
and agile by streamlining processes and procedures, re-procurement of key contracts and
realignment of resources.

FUTURE GROWTH POTENTIAL

Ansa is in talks with a number of public and private sector bodies about how it can work
collaboratively and profitably to optimise resources, efficiency and deliver best value and is
building a reputation for responsive and reliable, quality environmental services.
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Group structure
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Leeds City Council — development of a public service staff led mutual

Leeds City Council has recently encouraged and nurtured the development of a public service
staff led mutual, Aspire Community Benefit Society, to deliver its in-house care services for
adults with learning disabilities, enabling managers and staff to build a long term sustainable
future for a service to over 1000 of the city’s most vulnerable adults. In doing so it has freed
up the enterprising spirit of staff to operate in an organisational form that is established to
benefit the needs of the community.

The challenge was to ensure that the transition process and the new alternative delivery model
governance arrangements were carried out in accordance with the authority’s governance and
decision-making frameworks.

The key areas in which both internal governance processes relating to the transfer of the
service, and the governance arrangements for the new alternative delivery model, were
delivered have been outlined under the principles contained in the council’s code of corporate
governance.

BEHAVING WITH INTEGRITY

The social enterprise agreed to adopt the council’s HR policies and procedures, and there was
also agreement to buy back support services, which provides good conduct and behaviour in
line with the council’s existing standards.

DEFINING OUTCOMES FOR THE COUNCIL AND COMMUNITY NEEDS

The proposal for the creation of a social enterprise for learning disability services was intended
to contribute to the delivery of the city and council’s priorities in the following areas:

®  Civic enterprise — a new leadership style for local government where councils become
more enterprising, businesses and other partners become more civic and citizens
become more engaged.

B Better lives through enterprise — a revised role for adult social care, as it moves from
being a direct provider of services to being a co-ordinator of the provision.

B Ensuring quality services that are viable and sustainable.

B Socially responsible employers in the marketplace, stimulating jobs and good growth
locally.

In addition, the detailed service specification was drawn up to promote the delivery of the
council’s learning disability strategy and the priorities of customers:

B More opportunities to be available for disabled people in mainstream services, eg leisure,
education and employment.

More choice and easier access to housing.
A skilled workforce able to meet a diverse range of need in the community and at home.

Innovative ways of meeting the needs of individuals within shared support environments.

Specialist services to support individuals with very complex needs in Leeds and prevent
them from being sent out of area away from their communities.

Page 12



CHAPTER THREE \ WORKING IN PARTNERSHIP

HAVING CLEAR RESPONSIBILITIES AND ARRANGEMENTS TO DELIVER EFFECTIVE
ACCOUNTABILITY

Clear governance arrangements for the alternative delivery model were integral to the transfer
of the service. The social enterprise has a board of directors and comprises a non-executive
chair, six members of the company (three of whom are union stewards), three people who

use the services, three independent non-executive specialists from the community and three
nominations from the council.

DETERMINING THE INTERVENTIONS NECESSARY TO ACHIEVE INTENDED OUTCOMES

A strategic governance board (chaired by the executive member for adult social care) was
established from the outset and included representation from across the council and trade
unions.

Terms of reference were established for the strategic governance board to ensure that
everyone was aware of its function and its decision making capacity.

DEVELOPING THE ENTITY’S CAPACITY INCLUDING THE CAPABILITY OF MEMBERS AND
OFFICERS

The service obtained independent support from the Cabinet Office Mutuals Support
Programme. Part of this support focused on testing and updating the existing five year
integrated business plan. This involved working through the preferred legal and governance
models of the alternative delivery model.

The social enterprise has a five-year contract with the council, based on the council’s standard
terms and conditions, with a contract price based on an agreement to buy-back support
services (such as HR, IT and finance) from the council. The contract will be monitored by the
council’s own monitoring officers and there will be quarterly performance review meetings
with an overall annual review of the contract.

COMPREHENSIVE STAKEHOLDER ENGAGEMENT

A formal consultation with staff was undertaken, with each staff member being invited to
attend both informal and larger scale engagement events, with trade union representatives
present. This was followed by a staff survey where 78% of staff members voted in favour of
moving the service to a social enterprise. The social enterprise has confirmed its commitment
to positive employee relations and collective bargaining. The social enterprise has proposed a
joint negotiation and consultative committee and a health and safety committee very similar
to that which is currently in place in the council.

Feedback gathered from current service users was used to shape the service specifications
and ensure that the services to be provided are in line with current and predicted future
needs for people with learning disabilities, as detailed in the adult social care market position
statement.
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Anonymous — joint committee governance arrangements — solving
problems

This case study was included in the 2012 guidance notes but it remains relevant and provides
useful pointers in today’s climate.

The joint committee had always performed well, requiring little involvement from the lead
authority and had returned substantial annual dividends to member authorities. Then things
started to go very wrong; there were significant operational failures and excessive spending
and falling revenues wiped out almost all the profits. Governance arrangements were in
place for the historically stable organisation but it became rapidly apparent that they were
not sufficient in a dynamically changing environment with ‘rogue’ factors at work. Stopping
the decline and returning the organisation to good performance and profitability took an
enormous amount of time, cost and effort with massive reputational and personal risk for
some officers.

The governance arrangements in place and written into the constitution covered:
® the purpose and objectives of the organisation

the role and responsibilities of the director

the role and responsibilities of the statutory officers from the lead authority

the delegations and authority of the director

financial and contract procedure rules.

Arrangements were also in place in relation to lead authority control and oversight of banking
arrangements. This proved critical to the early identification by the lead authority of problems
arising (through observation of cash flows) when the organisation’s reporting to members was
inaccurate and misleading.

Problems in applying good governance were as follows:

B Arrangements were ignored by key people. Decisions were being made but not
transparently reported.

B The size of the joint committee was an issue. Its membership covered a wide cross
section of ‘owning’ authorities but with no relationship (local or political) other than
being present at the same committee meetings three or four times a year.

B The members had little understanding of the role of the lead authority so when advice
was given it was repeatedly ignored.

B The director was not line managed by any authority so there was an inability to direct a
change in behaviour or approach.

B The role and purpose of the organisation had become blurred and misunderstood over
time and was potentially in conflict with the local authorities that ‘owned’ it.

B In the absence of an audit committee, governance concerns were not independently and
closely monitored.

B Whistleblowing arrangements were ineffective as they were not sufficiently independent.

B The activity wasn’t actually unlawful, making it difficult for the lead authority to ‘force’
action to be taken.

B Member decision making was technically correct in governance terms (formal reports
from the lead authority clearly stated the problems but members chose not to agree
recommendations).
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Improvements made to avoid a recurrence of problems (once the problems had been resolved
and action eventually taken) included the following:

Member training — their role, the role of the organisation and the role of the statutory
officers.

A strategic officer group was established chaired by the lead authority and consisting
of senior officers from all the member authorities which now meets in advance of each
committee meeting to consider implications and hold the director to account.

A small and focused audit committee has been established.

A whistleblowing hotline and website through to lead authority has been set up. It is
therefore independent of the organisation’s management.

The constitution, delegations and procedure rules have been reviewed and updated by
officers of all member authorities ensuring everyone is aware of them and members are
fully briefed.
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Highland Partnership — lead agencies for health and social care

This case study looks at the partnership established by the Highland Council and NHS
Highland to provide adult health and social care.

LEAD AGENCY MODEL

The Highland Council and NHS Highland entered into a partnership agreement in 2012,
heralding the beginning of service integration. This was the start of a five year plan which set
out the vision and expected outcomes for improving health and social care.

The council and health board had considered alternative governance models, such as a
new body corporate between the organisations, but settled on ‘single governance, single
management and single budget’ via the lead agency model. This was influenced by
developments in English authorities, such as Torbay Council and North East Lincolnshire
Council.

Accordingly, since 2012, adult social care has been commissioned by Highland Council from
NHS Highland, as part of an integrated approach to the delivery of adult health and care
services. Community based child health has been commissioned by NHS Highland from
Highland Council, and delivered within a single department that includes education and
children’s social care. Fifteen hundred social care staff transferred to the health board and 200
health staff transferred to the council to deliver these services.

The lead agency model depends on the following arrangements:

B Ajoint approach (with partners) to strategic planning and commissioning, with
the development of a joint strategic plan that establishes strategic direction and
improvement outcomes (co-ordinated by each lead agencuy).

B The commissioning agency sets out the service requirement, and provides the resource
to achieve it. This is in line with, and integrated into, the strategic plan.

B The lead agency delivers the service requirement, against performance outcome targets
and standards.

B The commissioning agency monitors the delivery of the commission against the agreed
outcomes.

A governance structure was put in place in each organisation to ensure effective decision
making, monitor progress and continue to modify arrangements as the transformation
programmes progressed. This was based on existing legislation, and a strategic commissioning
group brought the agency leaders together with other stakeholders to help ensure continuing
joined up decision making.

DEVELOPMENTS SINCE 2012

In 2014, changes in Scottish legislation to drive health and care integration across the
country resulted in the development of the integration scheme with the partnership
agreement remaining as detailed guidance. This also marked the transition from the strategic
commissioning group to a joint monitoring committee.

This change provided an opportunity to further review the governance arrangements to
minimise duplication and bureaucracy, while still providing robust scrutiny, and in particular
to ensure that:

®  the governance arrangements are predicated on the lead agency principles of ‘single
governance, single budget, single management’
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B each lead agency has a single governance committee to scrutinise performance and to
consider policy and service development

B the governance structure provides an acceptable level of assurance as well as a route for
further scrutiny should that assurance not be achieved

B assurance reporting is scheduled to reflect meaningful information and progress to
mirror collection of much of the data and to enable scheduling of governance meetings
for lead agency and commissioner reporting.

The review focused on the best arrangements to achieve the improved service outcomes, the
articulation of strengths and weaknesses in the current system, and exploration of options to
deliver better, consistent governance across the lead agencies.

The first stage of the review involved asking “what is it that we need to discharge our
governance responsibilities?” The second stage considered “recommendations regarding the
establishment and population of a structure to achieve this”.

The joint monitoring committee also took account of the expanding role of the locality
partnerships, which had been developed to influence the local delivery of health and care
and were developing a wider community planning role. Although not part of the governance
structure of the lead agency model, these partnerships are considered integral to the local
delivery of the strategic plans. It is envisaged that each locality will maintain and monitor
local plans for improving services to adults and children, reflecting local and authority-wide
priorities and outcome targets.

The review has clarified the process whereby the lead agency will provide scrutiny over the
delivery of services, and the commissioning agency will receive assurance reports based on
the exercising of that scrutiny, and will receive a regular performance report relating to the
delivery of the outcomes that are set out in the commission.

It is intended that the performance report will take the format of an agreed template, for
use by both adult and children’s services, wherever possible based around critical outcome
indicators, and will only include proxy process or input indicators where outcome measures
are not possible.

These various formal processes will be supported by ongoing, formal and informal liaison
between officers and senior members of the board and council, as it is recognised that good
governance is supported by ongoing good working relationships.
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EMBEDDING THE PRINCIPLES OF GOOD GOVERNANCE IN
PARTNERSHIPS

3.14

3.15

3.16

3.17

The following section highlights questions that members and officers in an authority might
consider when looking at, implementing and reviewing partnership arrangements. They are
set against the principles of good governance from Delivering Good Governance in Local
Government: Framework (CIPFA/Solace, 2016).

A. Behaving with integrity, demonstrating strong commitment to
ethical values, and respecting the rule of law

It is important that values are agreed for partnerships at the outset and that they are clearly
understood and communicated.

B Have values for the partnership been agreed and have they been communicated to all
concerned?

®  How will they be monitored?

B Are there any particular issues that need to be resolved as a result of working with
private sector providers?

B Do all the partners share in these values?

B Has the ‘tone from the top’ been established?

B Is there clarity over partners’ statutory duties?

B Are the leaders and staff associated with the partnership committed to it?

= How will a collaborative partnership be built/maintained and parochialism be guarded
against?

B. Ensuring openness and comprehensive stakeholder engagement

For partnership working to be effective, partners must have trust in each other and therefore
be open with each other and their stakeholders about their activities. Where different sector
bodies are working together, the partnership will need to understand and accommodate the
different cultures of partnership organisations. For example, the multi-faceted focus of a local
authority versus the singular focus of a health organisation. This could potentially influence
the level of importance placed on a partnership by different organisations, and is therefore an
important consideration.

The legislative and governance arrangements underpinning different sectors should also be
taken into account. For example, local authorities have local political leadership, in the NHS
board membership is made up of officers and non-executive directors, and charities will have
trustees (often dedicated volunteers).

= Is there high level agreement between the partners concerning the value of and intention
towards partnership working and collaboration?

® Is the importance of trust recognised at all levels and its role in supporting change?
® Is the partnership taking place in an atmosphere of trust?

B How will those leading the partnership ensure that different cultures within partnership
organisations are understood and respected?
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3.18

3.19

B What issues might different cultures generate? Are there any that might cause problems
and if so, how might they be resolved?

B Do the partners understand how the governance arrangements in each partner operate?

B What issues might different governance arrangements introduce? Are there any that
might cause problems and if so, how might they be resolved?

B Have exit arrangements been defined? What might trigger them?
®  How are conflicts dealt with?
B How will effective communication be developed and maintained?

B How will effective stakeholder engagement be maintained?

C. Defining outcomes in terms of sustainable economic, social, and
environmental benefits

Partnership working may be employed for a number of reasons, for example to improve
service quality and outcomes. Combined commissioning may be aimed at increasing
spending power and reducing costs.

B Is there a shared vision and are there clearly defined outcomes that have been agreed
upon by all partners and are supported by stakeholders?

B Has the vision been communicated appropriately?

B Where a longer term view is required in relation to agreed outcomes, how will a focus be
maintained when there are potential conflicts such as the political cycle or immediate
local challenges to deal with?

m  Have appropriate performance indicators been agreed by the partners?
B Will working in partnership add value?

B Have the benefits been clearly mapped out?

D. Determining the interventions necessary to optimise the
achievement of the intended outcomes

Even where it appears obvious that working in partnership will improve outcomes, there still
needs to be detailed discussion at a strategic level to clarify the aims of the partnership and
specific issues such as control of resources.

B Isthere a clear strategy on what is to be delivered and how this is to be done?

B Do members and officers receive support in making decisions in respect of their
partnership roles?

B Are partner roles and responsibilities agreed and understood?
®m  [s there clarity over who has the responsibility to make decisions?

B Has consideration been given to the best way to evaluate the effectiveness of joint
activities in achieving goals?

B Have clear parameters been established covering such issues as:
—  structure

—  control
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—  devolved decision making

— accountability.

B Have structures and processes been negotiated and are they written in to terms of
agreement?

E. Developing the entity’s capacity, including the capability of its
leadership and the individuals within it

320 Effective partnership working requires a different type of leadership — one that is distributed
across organisations. Therefore leaders need to be empowered to work within and across
organisations where they may not have hierarchical authority over others. Dedicated roles are
also required to do this. This type of leadership requires different forms of communication,
interaction and power sharing as well as staff development.

321 With regard to leadership, the following could be considered:

B While developing partnership arrangements/devolved arrangements, how will the
organisation ensure that it does not lose sight of its own current challenges?

B Does the partnership have strong, effective and collaborative leadership?
B Are members able to scrutinise and challenge effectively?

®  Are partners able to work flexibly and is this reflected in their attitude so that it benefits
the partnership?

® Is there a consistent policy in place for dealing with differences in employment terms
and conditions?

B Do partnership leaders have the ability to work across organisational boundaries and to
confront and influence the barriers that they may encounter?

B Do those in the partnership have the authority to make decisions?

B Do they have the resources required in relation to the partnership’s remit and their own
responsibility to deliver results?

m  Are the levels of delegation of control over services/spending matched between
partnership organisations?

B Do those involved in governance roles within the partnership have the skills required?

B What particular skills are required in a devolved arrangement? For example, commercial
awareness and the ability to negotiate/broker deals. How will such skills be acquired if
they are currently not available?

B Do those in governance roles in the partnership know how to deal with apparent
competing and/or conflicting demands and interests in respect of the partnership versus
their authority role?

® s training available for them?
= How will difficulties be dealt with?

B Are there any strategic and operational management gaps between organisational
boundaries? If so, how will they be managed?
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3.22

3.23

F. Managing risks and performance through robust internal control and
strong public financial management

Partnership working can introduce specific challenges in terms of risks facing partners and
the need for effective internal control and public financial management.

Local authorities need to scrutinise the governance of partnership arrangements closely.
Although scrutiny committees may not be permitted to access all the information they
would like owing, for example, to contractual arrangements with private sector providers,
their oversight of outsourced services and joint operations should still allow for an element
of openness and accountability that might otherwise not exist. Good practice in scrutiny is
covered in Chapter six of this guide.

B Has an appraisal of the various options been undertaken?
® Is the business case for the proposal sound?

®  When considering outsourcing a service has an effective due diligence process been
undertaken?

m  Are there clear structures and processes in place for balancing innovation and risk?
m  Are partnerships reviewed regularly to see how effectively they are working?

® Do contracts with private sector providers include appropriate break clauses that would
enable renegotiation if circumstances change?

®  Are funding arrangements clearly specified?

®  Are appropriate systems in place so that expenditures against milestones and
deliverables can be properly managed?

= Do those involved in partnerships between different sectors (such as local government
and health) understand the different finance systems, terminology and performance
measures used by the other sector?

B How is the risk profile for joint ventures considered prior to agreement?
®  How are risks associated with the partnership identified and managed?

m  Are the risks facing each organisation carefully considered and monitored as part of joint
work, particularly any shared risks?

m  How are risks shared?
B Has arisk share agreement been drawn up?

= How are the following dealt with:
—  cost overruns

—  different performance and financial frameworks in place in partner organisations?
B Does the partnership provide for consistent monitoring and measurement?
B How are partnerships scrutinised?
= How will the budget be scrutinised and monitored in a devolved arrangement?
B What is the impact of a devolved arrangement on management reporting?

B How effective is the scrutiny?

Page 21



DELIVERING GOOD GOVERNANCE IN LOCAL GOVERNMENT: GUIDANCE NOTES FOR ENGLISH AUTHORITIES \ 2016 EDITION

G. Implementing good practices in transparency, reporting, and audit to
deliver effective accountability

= Does the partnership report on its performance on a regular basis?

B Are partnerships covered in the annual governance statement?

Further guidance

B The Commissioning Joint Committee Guide to Alternative Bases of Service Provision
(CIPFA, 2012)

B Crossing the Border: Research into Shared Chief Executives (Local Government
Association, 2012)

B The Excellent Finance Business Partner (CIPFA, 2015)

B  Fischbacher-Smith M (2015) Minding the Gaps: Managing Difference in Partnership
Working, Public Money and Management, 35, 195-202

®  Johnson K (2015) Public Governance: The Government of Non-state Actors in
‘Partnerships’, Public Money and Management, 35, 15-22

®  Local Government Governance Review 2015: All Aboard? (Grant Thornton, 2015)

B Responding to the Challenge: Alternative Delivery Vehicles in Local Government (Grant
Thornton, 2014)

B  Shared Chief Executives and Joint Management: A Model for the Future? (IDeA, 2009)

SHARED CHIEF EXECUTIVES AND MANAGEMENT TEAMS -
QUESTIONS TO CONSIDER

324 The following section highlights questions that members and officers in an authority might
consider (in the light of the good governance principles) when looking at, implementing and
reviewing arrangements for sharing chief executives and management teams.

A. Behaving with integrity, demonstrating strong commitment to
ethical values, and respecting the rule of law

Consideration and implementation stages
B Should authorities declare their non-negotiable issues/areas early on to help build trust?

B Do the authorities have similar cultures (management as well as organisational)? If not,
would it be beneficial to consider how they might be brought closer together?

® In the event of talks breaking down, how will the authorities ensure that they retain a
good relationship in the future?

Review stage

B Has an atmosphere of mutual trust between the authorities and key players been
maintained? How can officer support assist here?

B Have any problems arisen as a result of different cultures? How have they been resolved?

= Are members and officers personally committed to the initiative?

Page 22


http://www.cipfa.org/policy-and-guidance/publications/t/the-commissioning-joint-committee-guide-to-alternative-bases-of-service-provision-pdf
http://www.local.gov.uk/c/document_library/get_file?uuid=5dc61295-bf3e-4d80-bee3-90bcb877cbe1&groupId=10180
http://www.cipfa.org/policy-and-guidance/publications/t/the-excellent-finance-business-partner-online
http://www.grantthornton.co.uk/en/insights/local-government-governance-review-2015-all-aboard/
http://www.grantthornton.co.uk/en/insights/responding-to-the-challenge-alternative-delivery-models-in-local-government/
http://www.local.gov.uk/home/-/journal_content/56/10180/3510898/ARTICLE

CHAPTER THREE \ WORKING IN PARTNERSHIP

B. Ensuring openness and comprehensive stakeholder engagement

Consideration and implementation stages

Has there been an open debate between the senior officers and members of the
authorities about the costs and benefits of the proposed scheme?

How can momentum be maintained during talks?

Do the authorities have an agreed media management policy in place for
communicating with the public?

How will successes be communicated to the public?

What communication channels will need to be established to reach all levels of the
authority? How will they be enacted to ensure updates on a regular basis, for example a
weekly bulletin or regular emails communicating successes and future plans? These can
be used to build relations with new members/officers.

Review stage

Has effective communication been maintained at all levels?

C. Defining outcomes in terms of sustainable economic, social, and
environmental benefits

Consideration and implementation stages

Has a common vision of the outcome of the shared service/shared chief executive
arrangement been agreed by all parties?

Has the vision been agreed between the authorities prior to working out the detail of the
arrangement?

Are the plans locally driven?
How can a clear and consistent political will be encouraged?
Would it be helpful for the authorities to agree a set of joint priorities?

What will be the outcome/benefits for the community of sharing the chief executive/
other shared arrangements?

Is there a clear exit strategy if required and how would it be triggered?

How will the on-going support of the members be secured? How will that support be used
for promoting the initiative to staff and the wider public?

Review stage

Have the outcome/benefits for the community of sharing the chief executive/other
shared arrangements been realised?

Are the authorities now under different political control? What particular challenges did
this introduce and how were they overcome?

Is there a common vision of the outcome of the shared service/shared chief executive
arrangement that has been agreed by all parties?
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Where benefits have not been realised, how will this be resolved?

D. Determining the interventions necessary to optimise the
achievement of the intended outcomes

Consideration and implementation stages

Are the proposed arrangements sufficiently flexible so that they enable the authorities
concerned to be able to access the managerial expertise they require in-house on a
sustainable basis?

How will expectations be managed regarding what can be delivered in relation to shared
chief executive arrangements and other shared services? Has the use of technologies
that might overcome problems regarding logistics been fully considered?

Will the shared chief executive have access to appropriate resources — such as a personal
assistant at each local authority — to ensure he/she can work effectively?

What arrangements will be put in place to evaluate the success of the shared
arrangements and to identify areas for improvement?

Review stage

Have the arrangements to evaluate the success of the shared arrangements worked
effectively?

E. Developing the entity’s capacity, including the capability of its
leadership and the individuals within it

Consideration and implementation stages
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Are there opportunities for the chief executives and leaders concerned to develop good
relationships with other authorities with the potential to share services prior to more
detailed discussions?

How can equity between the authorities be assured so that the initiative is not perceived
as a takeover or one council appearing too self-interested (for example, in relation to
officer appointments)?

How will fears be allayed that in the chief executive structure, one authority might be
prioritised over another?

Would it be helpful for members to be able to voice concerns/expectations on a regular
basis possibly with members from the other authority?

How will the shared chief executive retain a connection with staff?
How will fears by members about loss of officer support be allayed?

How will the authorities ensure that the shared vision is followed through?
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Review stage

Has staff morale been maintained?

Is there still clear and robust leadership which focuses on outcomes?
Has organisational efficiency been maintained?

Do members receive effective officer support?

Is the structure sufficiently flexible? Will it accommodate changes in the partners’
circumstances?

F. Managing risks and performance through robust internal control and
strong public financial management

Consideration and implementation stages

Has political buy in been secured at an early stage?

Are the estimated savings on which the plans are based ‘realistic’?

Are the services between the authorities sufficiently aligned to enable synergies to work?
Has the scheme secured the support of officers?

How will a balanced process involving officer appointments between the authorities in
the case of a shared management team be managed?

How have the risks of the proposed approach been assessed? How will they be managed?

Review stage

G

Is there still political and officer support for the initiative?
Were the estimated savings on which the plans are based ‘realistic’?

Have any unexpected problems materialised? How were they dealt with?

. Implementing good practices in transparency, reporting, and audit to

deliver effective accountability

How will the authority ensure that accountabilities remain clear to the public?

Is the authority’s leadership clear to all stakeholders?
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CHAPTER FOUR
Practical examples and case
studies

CASE STUDIES FROM LOCAL GOVERNMENT

4.1

A number of authorities have supplied material, illustrated below, on how they have tackled
governance issues across a range of areas:

B Essex County Council — embedding good governance across the organisation.

= Broxtowe Borough Council — an ethical mind set.

®  Conwy County Borough Council — an entrepreneurial council.

®  Cardiff City Council — various issues.

B Staffordshire County Council — governance framework illustrated in a single sheet.

B West Midlands Pension Fund — good practice in stakeholder engagement.

Essex County Council - embedding good governance across the
organisation

This case study outlines Essex County Council’s actions to improve its governance
arrangements and establish a culture of good governance.

INTRODUCTION

In 2010, Essex County Council (‘the council’) made a solid commitment to enhance its
corporate governance arrangements in support of its transformation process. The council’s
reputation was under the spotlight following the departure of the previous leader during
the House of Lords expenses scandal. Both matters led to the establishment of a corporate
governance project championed by the subsequent leader of the council and the then chief
executive. In time, this has led to a robust ‘business as usual’ culture of good governance
across the authority.

The project first identified gaps in the council’s systems and processes by inviting external
auditors to carry out two ‘ethical governance audits’. Their findings were combined with those
from internal assurance services to create a programme of work, outlined each year in the
council’s annual governance statement.

The initial phase of the project saw a focus on making improvements in the structure, clarity
and robustness of systems and policies. Once the bulk of that was underway to give the work
a foundation, the project’s focus shifted to cultural and behavioural considerations, and to
working out how to embed those improvements across the whole of the organisation. A key
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goal was to enshrine good governance as a responsibility for all leaders, not just those few
charged with specific governance roles.

LEADING FROM THE TOP

The council established a corporate governance steering board chaired by the leader of the
council. Its membership includes the leaders of the three main political groups. Supported
by a bespoke corporate governance performance report, the board monitors governance
arrangements and helps to identify areas for improvement. Influential elected members are
thereby seen to set the standard for others to follow.

The project was sponsored by the chief financial officer, providing senior leadership from
among the officer corps. In time it was handed to the council’s monitoring officer to embed
the new processes and culture across the council under ‘business as usual’. The monitoring
officer remains responsible for the council’s assurance framework.

DEDICATED RESOURCE

The council committed appropriate funding to the project to ensure it was adequately
resourced and could bring about a real step change in the control environment. The project
was run as part of the council’s transformation programme, recognising that good governance
is key to successful organisational change.

One of the benefits realised by the project was the establishment of a permanent resource
dedicated to co-ordinating the council’s governance arrangements after project closure. This
is not a compliance role but one of analysis and co-ordination, maintaining the council’s focus
on this key area, bringing together people from across the council in shared responsibility.

ASSURANCE FUNCTIONS

Some years ago, the council brought together all its assurance functions (other than finance)
into a single team led by the monitoring officer. This created a strong and cohesive team,
made up of professionals from various disciplines, to work together to improve and embed
good governance. The team brings together corporate lawyers, auditors, strategic risk advisers,
democratic services officers, officers from scrutiny, equalities, health and safety, business
continuity planning and member support. The team works together and with others to identify
areas of weakness and deliver improvements which benefit the council and its residents.

CHANGING BEHAVIOURS

The latter part of the project and subsequent work was aimed at influencing attitudes, values
and behaviours. The improvement project was as much about this as it was about changing
the muts and bolts’. A tone was set by the leaders of the organisation which was then echoed
through all subsequent internal communication as improvements were implemented, line
managers ‘walked the talk’ through extremely high completion rates of the governance
e-learning course, and a major internal consultation and focus on reducing perceived
bureaucracy has made it easier for people to knowingly do the right thing.

Some key elements delivered across the council during this time were as follows:

B The creation of a regular ‘corporate governance dashboard’ to support informed
conversations among officers and members about the council’s governance.

B The development of bespoke corporate governance e-learning modules, mandatory for
all relevant employees and councillors, and publicly endorsed by group leaders and the
councillor-led ‘member development steering group’.
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The development of enhanced induction arrangements for officers and members which
feature corporate governance.

A review of cabinet and committee governance, including decision-making.

Raising the profile of freedom of information legislation and complaint handling data to
encourage personal responsibility and transparency.

Implementation of a ‘Speak Up!” campaign.

Updating and strengthening the role of the monitoring officer in the council through the
creation of a dedicated corporate governance budget and team.

A review of the scrutiny function.
Implementation of automated audit (internal and external) recommendation tracking.

A ‘bonfire of bureaucracy’ — a thoughtful employee engagement exercise with a
provocative name, encouraging open debate about the role of bureaucracy and bringing
about a number of employee-led improvements.
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Broxtowe Borough Council — an ethical mind set

Each year the management team at Broxtowe Borough Council undertakes an ethical exercise
as part of an away day. The team looks across sectors at high profile cases showing where
something has gone wrong, for example Volkswagen and Operation Yewtree. The team asks
itself if something similar could occur at the authority and if it did, would it have been
uncovered by the current governance framework? The authority has found this approach to be
a creative way of undertaking a governance enquiry using a fundamentally ethical mind set
rather than using a checklist.

Extracts from the reports presented at the council’s away days are set out below drawing on
experiences in the NHS.

LEARNING LESSONS FROM RECENT EXPERIENCE IN THE NHS

Purpose of the report

To stimulate a discussion about what relevant lessons can be learnt from NHS experience,
various parts of which have been the subject of a number of critical reports following major
failings in patient care, with a view to incorporating lessons which can be learnt into our
management practice within Broxtowe.

Detail

The management failings in a number of NHS trusts have been examined in some detail to
identify the key aspects of poor, unsafe or dangerous practice. Within this report each inquiry
is examined in turn, identifying the main management failings associated with each, and
questions for reflection are set out to aid our discussion. There are three overarching themes
which are summarised below.

1. Inadequate use of data

In each case, those responsible for running the establishment should have known of failings
which were only fully uncovered following external review. Good management analysis of data
which was already available would have highlighted dangers, signals and problems. However,
through:

m  fragmentation (an inability to piece together data which existed in different places)
B apursuit of other priorities which were thought at the time to be more important

®  alack of urgency
]

an inability to use the data to create momentum for change

the problems which should have been identified and dealt with continued to the detriment of
patient care.

2. Insufficient emphasis on customer (patient) care and insufficient knowledge about
what was happening on the front line

Managers became detached and insulated from the problems at each establishment, with the
result that they:

®  either did not know or did not care sufficiently
B did not adequately prioritise the problems which existed

B were not strongly enough motivated to urgently put problems right.
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In most cases they ‘lost the plot’ — forgetting the main purpose of their management activity
and putting other goals, particularly financial ones, ahead of patient care.

3. Accountability

In each case the opprobrium heaped on the aforesaid failing managers is tangible. There is

a new clamour for managers to be held to account for their past failings. New models with
which to measure effectiveness are being used and are being used retrospectively to identify
specific failings and individual culpability. The use of data (quantitative and qualitative) and
the rigour with which we as managers hold responsible officers (and each other) to account for
quality service delivery will be increasingly demanding and relevant to local government in
the coming days, particularly where lives are at risk.

NHS HOSPITAL

A television documentary by Panorama in May 2011 exposed the shocking routine
mistreatment of people with learning disabilities.

The failings identified included the following:

B Almost half of patients were placed far away from home (not within easy reach of
relatives).

B Average length of stay was 19 months — predominantly people were admitted after a
crisis but there was no urgency relating to move on plans.

B There were a very high level of recorded physical interventions (restraint which could not
under any circumstances have been considered ‘normar’).

B Opportunities to pick up failings in quality of care were repeatedly missed, eg patients
attended A&E on 78 occasions; police had 29 reported incidents and there were 40
safeguarding reports to the local Council.

B Routine healthcare needs were not attended to, for example dental problems.

B There was little opportunity for outsiders to observe daily living, which enabled the
development of a closed and punitive culture.

B A failure of provider to pick up on any of the above markers or provide a focus on clinical
governance or key quality markers.

B Adult safeguarding systems failed to link together disparate pieces of information.

®m  Serious failings in commissioning led to failure to assess the needs of individuals and
promote their rehabilitation back home. There was a lack of evidence that people had
meaningful activity during the day.

B Mental Health Act Commissioner failed to follow up referrals and the Care Quality
Commission (CQC) did not respond to whistleblowing.

QUESTIONS TO REFLECT ON:

B Do our performance management arrangements alert managers to ‘danger signals’?

B Do our systems (particularly concerning vulnerable people) enable us to piece together
information from multiple sources?

B Do we have clear ‘quality models’ we can benchmark services against?

B Do we reflect on the quality of our commissioning processes and learn lessons when we
go wrong?
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® Do our complaints and whistleblowing processes work properly in all situations, eg in
retirement living?

B Do we need to promote the complaints system and promote advocacy and/or
independent visiting arrangements?

®  Should we do more to promote feedback on service quality especially where vulnerable
people are involved?

KEOGH REVIEW INTO THE QUALITY OF CARE AND TREATMENT PROVIDED BY 14 HOSPITAL
TRUSTS IN ENGLAND

Sir Bruce Keogh was asked by the prime minister to conduct a review into the quality of
care and treatment provided by hospital trusts with persistently high mortality rates. This
was prompted by the fact that the failures at Mid Staffordshire NHS Foundation Trust were
associated with failures in all three dimensions of quality: clinical effectiveness, patient
experience and safety. He selected 14 hospitals for investigation based on the fact that
they were outliers for the previous two years on the hospital mortality index or standardised
mortality index.

Sir Bruce Keogh adopted a methodology which included looking at hard data and combining
that with soft intelligence. The model combined a clear trigger for action followed by

detailed data analysis leading to key lines of enquiry rather than an inspection based on a
predetermined framework. He used a multidisciplinary diverse team 15 to 20 strong (including
patients, front line doctors and nurses) to go into the hospitals to get under the skin of each
hospital. There were no rigid tick box criteria. Staff and patient focus groups were important in
the new process.

FINDINGS

B Poor hospitals regard listening to staff and patients and engaging them in improving
services as a low priority.

B Poor hospitals have limited capability to use data to drive quality improvement.

B Boards had not grasped the quality agenda because they were chasing other targets,
such as waiting times. Often financial challenges took a higher priority than dealing with
quality issues.

B Some trusts were acting in professional isolation. This meant that they were ‘behind the
curve’ and not in touch with best practice.

B There was a lack of value and support given to front line officers.

B Some boards used data simply for reassurance rather than the forensic sometimes
uncomfortable pursuit of improvement.

QUESTIONS FOR REFLECTION

B Do we run the risk of ‘hitting the target but missing the point’?

B Do we have any areas of in-attentional blindness?

B Do we have an over-emphasis on overcoming the financial challenge we face at the
expense of quality failing or customer failing?

B Are we sufficiently well in touch with best practice?

B Do we use data for reassurance rather than the ‘forensic sometimes uncomfortable
pursuit of improvement’?
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B Do we place sufficient emphasis and value on what front line staff think of our progress/
service delivery quality?

Conwy County Borough Council — Entrepreneurial Council 2015

The following case study demonstrates how Conwy County Borough Council (‘the council’)
considered the outcomes it wished to achieve and was able to take advantage of an innovative
opportunity to assist towards the achievement of its vision. The project was to develop a
strategic approach for delivering major events in order to use them to raise the profile of the
area and create an economic benefit for the county.

In 2010, the council recognised that events are an important part of the area’s economy,
which led to the development of the first events strategy. The strategy acts as a key economic
driver, with the corporate events programme being seen as an essential part of the council’s
regeneration work across the county.

THE PROJECT’S OBJECTIVES

In addition to the desire to raise the profile of the area and provide an economic boost, the
council wanted to maximise the use of built and natural key assets, eg water sports, outdoor
activities, cultural events, Theatr Colwyn, Venue Cymru, Porth Eirias and Eirias. Central to the
approach has been to get Conwy County noticed on the world map, and this was achieved
through attracting a certain calibre of events and the partners involved, such as international
motor sports who organise and run Wales Rally GB, the thirteenth round of the World Rally
Championship.

THE COUNCIL’S APPROACH

The council’s strategy does not sit on a shelf but rather is a ‘way of life’; it’s about doing the
best for the area in which people work and live. It’s called the three Ps!:

1. Place — what we have to offer.
2. People —who we serve and our team.
3. Passion —our love of what we do and the beautiful location of Conwy County.

The council saw an opportunity and gap in the market because of other public sector
organisations pulling away from supporting events as they considered them not to be core
activities. Elected members and senior team showed vision, commitment and a forward
thinking outlook. They bought into the strategy and because of this the council has been
able to take advantage of the opportunities and increase the number of successful events the
county hosts or runs.

Some would say that what the council is doing is bold and brave when the authority is under
pressure to protect core services, but the authority sees the work that is done on events as
underpinning the economy of the county and an essential part of the council’s priorities. The
focus over the next few years is to continue to push the boundaries and attract events that
generate significant direct economic, social and cultural benefits to Conwy County.

THE PROJECT’S ACHIEVEMENTS

The most significant achievement is the financial return. The council has been able to
independently verify that over the last two years, for every £1 in sponsorship that has
been invested, the authority has seen a return on investment of over £32.00. On top of the
measured financial return there is the considerable coverage that the county receives by
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hosting world events as well as other measures, such as the events programme definitely
contributing to Llandudno being voted the number three destination in the UK to visit behind
Edinburgh and London.

Cardiff City Council - practical examples

The following examples illustrate where Cardiff City Council (‘the council’) has been able to
improve its governance arrangements in various areas.

GOVERNANCE AND ENGAGEMENT PROJECT

As part of an organisational development programme, the council has a governance and
engagement project, led by the director of governance and legal services, which reports to the
enabling and commissioning board (chaired by the corporate director resources) on a monthly
basis. The project aims to ensure that the council has robust governance arrangements

by “promoting openness through increased citizen engagement and information sharing,
enabling transparent decision making and providing clearer opportunities for people to
participate in decision making processes”.

IMPROVING SCRUTINY

The council has also adopted an improving scrutiny project, which has formulated 20
development actions, one of which is an annual self-assessment by the council’s five scrutiny
committee chairs on the conduct and impact of scrutiny. The assessment methodology is
based on the Characteristics of Effective Scrutiny in Wales, which makes parallel provisions
to parts of the revised governance Framework (and will be reviewed to consider any further
changes to reflect the revised CIPFA/Solace Framework).

RELATIONSHIP MEETINGS

We have introduced an arrangement whereby internal audit officers have a ‘relationship
meeting’ with each director every quarter, which is proving to be useful and mutually
beneficial. It provides for a regular dialogue between internal audit and senior management
to help the understanding of risks, challenges and priorities across directorates, to enable
audit resources to be targeted to best effect, thereby ensuring internal audit continues to add
value. This also provides an opportunity to discuss matters arising from audits and working
together to consider how the internal control environment can be best enhanced, recognising
the resource pressures faced by management teams.

SENIOR MANAGEMENT ASSURANCE STATEMENT

All council directors are required to complete a senior manager assurance statement (SMAS)
every six months, and internal audit officers offer a challenge to how the statement is
completed, seeking more evidence to support a director’s view. The council has developed its
statement over the years and believes it is very effective in recognising the key role directors
play in owning governance arrangements and being held to account for this.

The SMAS has also become a key means of highlighting and monitoring the significant
issues within the council, which may or may not be captured as part of the corporate risk
management arrangements, so that senior managers as a whole can be made aware of
emerging issues and seek a strategic corporate means of mitigating the associated risks. The
council intends to introduce a separate assurance statement for the chief executive to
complete at year end.
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CORPORATE PARENTING AND SCHOOL GOVERNOR APPOINTMENTS

In order to improve the effectiveness with which the council discharges its corporate parenting
role for all children in the care of the local authority, the council has established a corporate
parenting advisory committee. Similarly, in order to improve the process for school governor
appointments, the council has established a local authority governor panel.

Staffordshire County Council - single sheet framework

Staffordshire County Council draws together on a single sheet all its systems, processes and
documents that contribute to the authority’s governance. The extent to which they are in
place and effective is considered as part of the authority’s annual review. The document is
reproduced below.
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West Midlands Pension Fund — good practice in stakeholder
engagement

This case study looks at the arrangements that West Midlands Pension Fund has in place for
effective engagement with its stakeholders. CIPFA carried out a governance assessment at
WMPF in 2015 and this case study is drawn from the findings.

INTRODUCTION

West Midlands Pension Fund (WMPF) is one of the larger local government administrated
pension funds in the country. Affiliated to Wolverhampton City Council by statute, the fund is
an autonomous organisation with its own governance arrangements.

WMPF has over 275,000 members and 450 scheme employers as at 31 March 2015. It has
116 staff and is governed by a pensions committee whose role is to manage, administer
benefits and strategically manage the fund’s assets. It is a committee of Wolverhampton City
Council (the administering authority) which has representation from the seven West Midlands
metropolitan district councils and local trade unions.

STAKEHOLDER ENGAGEMENT

WMPF’s stakeholders include recipients of pensions, members who are paying in to the fund,
and employing organisations. There is a culture of open and constructive engagement by
WMPF with its key stakeholders and the interests of members are at the forefront of the way
WMPF is governed and managed.

WMPF has a variety of ways in which members and organisations are engaged. This is
guided by its customer engagement strategy that sets out why and how it engages with its
stakeholders and includes:

B Surveys (available online at www.wmpfonline.com, via customer service advisors and in
reception) which record feedback on many aspects of customer service including the
quality of written material, online communication, in-person customer service, as well as
gathering data on whether customers believe they are treated fairly by the fund.

®  Quarterly briefing notes and e-newsletters for stakeholders.

® A robust complaints process which is monitored by the compliance and risk function of
the fund.

m A self-service officer compliment system where data is captured regarding customer
compliments.

® A customer journey mapping programme which ensures stakeholders are involved in
changes to internal processes designed to benefit customers.

B Face-to-face contact, for example at WMPF events such as the annual general meeting
(for trustees and employer) or roadshow programme or visitors to the reception (available
to all members at any time).

QUALITY IMPROVEMENT

WMPF has a culture of quality improvement. For example, the staff forum is the primary
vehicle for providing feedback to identify service improvements to customers. Customer
service training is provided as core training for front line staff.

In addition, there are defined quality assurance systems, independently accredited such as
the customer service excellence award. WMPF established consultation groups to review the
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2014 changes to the pension scheme, and they increased the availability of information and
presentation services to customers to help raise awareness of the 2014 scheme changes.

WMPF is very open about the services it provides, its performance and decisions that are
taken. This information is all easily accessible and available on its website. Pension committee
meetings are open to the public (except for reserved business) and minutes are also made
available on the council’'s website.

CASE STUDIES FROM OTHER SECTORS

42  Sectors other than local government can be useful in providing learning points, particularly in
this era of increased collaboration. Set out below are the following case studies:

B Mid Staffordshire NHS Foundation Trust

Barnsley College
Stakeholder engagement

Includem

Northern Ireland Events Company
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Mid Staffordshire NHS Foundation Trust

Mid Staffordshire NHS Foundation Trust is well known for the failings that occurred prior to
2010 in relation to the operation of the health care system as a whole. The key events and
timelines are noted in the following table as concerns about the trust increased.

2001

B Stafford Primary Care Group wrote a report critical of the Mid Staffordshire General

Hospital’s management and leadership

2002

The Commission for Health Improvement published a highly critical report of
the trust’s low staffing levels, poor quality of clinical data and poor standards of
cleanliness

2003

A peer review report into care for critically ill and injured children raised serious
concerns about the accident and emergency department

2004

The trust received a Healthcare Commission zero star rating after receiving a three
star rating the previous year

2005

The Barry Report looked into whistleblowing complaints

2006

B The trust requested £1m for redundancies on two occasions

B A peer review of critical children’s services and the accident and emergency

department raised serious safety concerns

The trust’s auditors raised concerns over risk management and assurance

2007

B A national report on mortality rates showed that the trust was the second worst

outlier in the country

B Mortality alerts for a number of conditions raised Healthcare Commission concerns

B The Royal College of Surgeons’ report described a dysfunctional surgical

department at the trust

2008

B Mid Staffordshire NHS Trust was awarded foundation trust status

B The Healthcare Commission launched a full investigation into the trust

2009

B The Healthcare Commission report revealed:

— achronic nursing staff shortage
— equipment problems

— poor weekend medical cover

— abullying culture

— that targets overrode quality

The health secretary announced an independent inquiry into the trust’s failings
following further reports and calls for a full public inquiry

The following summary outlines some specific governance failings that were noted in the
Report of the Mid Staffordshire NHS Foundation Trust Public Inquiry (the Francis report),
published in 2013, and how they fit with the respective principles from the International
Framework: Good Governance in the Public Sector (CIPFA/IFAC, 2014).

A. BEHAVING WITH INTEGRITY, DEMONSTRATING STRONG COMMITMENT TO ETHICAL
VALUES, AND RESPECTING THE RULE OF LAW

B There was a negative culture at the trust and one of self-promotion rather than critical

analysis.
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B An ineffective trust whistleblowing policy meant that warning signs pointing to serious
problems were not resolved.

B The regulator fiercely guarded its independence rather than fostering good relationships
with others.

B The local medical community failed to raise concerns until it was too late.

B. ENSURING OPENNESS AND COMPREHENSIVE STAKEHOLDER ENGAGEMENT

There wasn’t a culture of openness or stakeholder engagement so instances of poor care
were not addressed.

®m  Staff and patient surveys continually gave signs of dissatisfaction but no effective action
was taken.

B Problems indicated by formal assurance systems were ignored and put down to poor
record keeping.

®  Insufficient priority was given to communication with regulatory and supervisory bodies.
C. DEFINING OUTCOMES IN TERMS OF SUSTAINABLE ECONOMIC, SOCIAL, AND
ENVIRONMENTAL BENEFITS

B The trust pursued the wrong priorities and prioritised finances and the foundation trust
application over care quality.

B The regulator focused on corporate governance and financial control without properly
considering issues of patient safety and poor care.

D. DETERMINING THE INTERVENTIONS NECESSARY TO OPTIMISE THE ACHIEVEMENT OF

THE INTENDED OUTCOMES

B The board permitted a mismatch between the resources allocated and the needs of the
services to be delivered.

B There was no detailed scrutiny by the oversight body regarding the impact of the trust’s
financial plan and associated staff cuts on patient care.

E. DEVELOPING THE ENTITY’S CAPACITY, INCLUDING THE CAPABILITY OF ITS

LEADERSHIP AND THE INDIVIDUALS WITHIN IT

B The trust lacked a sense of collective responsibility for ensuring quality of care.

B Poor leadership, recruitment of staff and training led to declining professionalism and
tolerance of poor standards.

B The trust board took false assurance from good news and tolerated/explained away bad
news.

B Senior clinical staff were disengaged from the trust’s leadership.
F. MANAGING RISKS AND PERFORMANCE THROUGH ROBUST INTERNAL CONTROL AND
STRONG PUBLIC FINANCIAL MANAGEMENT

B Priority was given to ensuring the trust’s books were in order for its foundation trust
application.

B The purchaser/commissioning function was re-organised but a system to manage the
inevitable risks was not put in place.

B Metrics focused on patient safety and outcome based performance measures were
replaced with more indirect ones.
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It was unclear who had responsibility for following up peer review recommendations.

G. IMPLEMENTING GOOD PRACTICES IN TRANSPARENCY, REPORTING, AND AUDIT, TO
DELIVER EFFECTIVE ACCOUNTABILITY

The regulator relied on the trust’s assurances regarding quality issues.

External agency responsibilities and accountabilities were not well defined resulting in
‘regulatory gaps’.

Serious concerns raised by auditors were not picked up by the regulator and the
Department of Health.

Local scrutiny committees failed to appreciate the seriousness of the signs indicating
the trust’s deficiencies.
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Barnsley College — a further education college in the North East of
England

BACKGROUND

Barnsley College is a large tertiary college serving Barnsley and surrounding areas in South
Yorkshire. In 2013/14 it had 9,550 students and generated an operating surplus of £1.35m.

Over recent years Barnsley College has undergone a massive redevelopment, with many
superb new facilities available to students. Work on the Old Mill Lane campus was completed
in 2011 and this now serves as the main campus building. The college invested just over
£8.8m in capital projects in 2013/14.

In 2010, governance at Barnsley College was judged to be outstanding according to its
inspection report. This case study describes the characteristics of this college’s governance.

OVERVIEW - THE PROVIDER’S MESSAGE
Chair of Governors:

Following the crisis in 2000, three successive principals brought their particular focus and
specialisms into play, until the college was judged outstanding in 2010. Along the way, the
make-up, delivery and practice of governance changed too. But the biggest series of changes
to the governing body and to governance itself has occurred since 2008.

THE GOOD PRACTICE IN DETAIL

Governance at Barnsley College was judged good in 2003 and 2007, and outstanding in 2010.
The chair of governors at that time, Frank Johnston, was appointed in 2009, having been vice-
chair for the previous seven years. He identified the catalyst for the transition from good to
outstanding as a change to the practice of governance. There is a participative approach in
which the chair, the board and the principal work together to achieve common goals. This
partnership model is also central to the principal’s approach to the wider leadership and
management of the college.

The 2003 inspection report stated that “governors and senior managers set a clear strategic
direction and give strong leadership”, and the 2007 report that “the college is well led and
governance is good, the principal and governors have reviewed the mission and strategic aims
which now focus more clearly on learners and their achievements.”

By 2010 the inspection report made it clear that governance had moved up a gear to
outstanding:

Governors make a valuable contribution to setting a clear strategic direction and ambitious
targets for the college. They understand the college and its context extremely well and
monitor academic and financial performance rigorously. The full governing body considers
curriculum and quality matters, which enables governors to have a clear strategic oversight
of performance.

In the words of the chair:

The governing body is more concerned with outcomes than protocols; its model of
governance is that the college is a business, the governors are non-executive directors and
the principal is the executive director.
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To make it work, the board embraced a participative, team-based approach in which
governance is dynamic, business-minded and community-focused. The board’s essential
role remains traditional in the sense that it sets and reviews the college’s mission, values and
strategic priorities, but the framework within which it operates has been changed. It is highly
structured and focused and incorporates the following features:

The annual process of setting strategy begins with a two day governors’ strategic
seminar held in January. The seminar is the start of the process of updating the
development plan, which is the key strategic document.

The senior management team (SMT) formally proposes the college’s strategic priorities
to governors at the March board meeting. Once the strategic priorities are agreed, the
SMT produces the following year’s development plan which is presented to the board for
approval in July.

The development plan provides a challenging framework and articulates the strategic
priorities agreed by the board in March.

Progress against the development plan is monitored regularly by governors, the SMT
and other managers. Throughout the year governors receive updates on specific
developments such as external inspections and progress reports relating to specific
strategies and action plans.

Within this structure, there is much else that is good practice. For example:

Board papers and reports are as succinct as possible, as are most documents produced
for governors’ consideration.

Governors receive briefing packs on events and progress between board meetings.

A link governor scheme involves governors making one or more linked visits to the
college each year after which governors provide written feedback for the governing body
and the principal. Each visit is linked to a strategic priority.

Governors undergo a formal interview process and their skills are assessed against a
skills matrix. Vacancies are advertised and targeted at community groups or employers
when specific skills are sought.

Individual appraisals for governors have been introduced.

Governors produce an annual self-assessment report using a ten-point checklist.
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Stakeholder engagement

The following is taken from an example provided by the Institute of Internal Auditors
— Australia. It shows how an organisation can develop a stakeholder relationship and
communication plan.

A public sector entity introduced a plan to identify and categorise its stakeholders.
Stakeholder power was determined along with attention and influence. By initiating
communication and stakeholder management, the entity can now identify and manage
mutual interests more effectively while accomplishing organisational objectives.

The benefits of a stakeholder management system include the following:

B The most influential stakeholders are identified and their input can then be used to
support the entity.

®  Support from the most influential stakeholders will assist the entity in achieving its
objectives.

® By frequently communicating with stakeholders, the entity can ensure that it fully
understands the benefits offered as well as the associated costs.

B The entity can anticipate likely reactions of stakeholders to organisational
communications and progress more effectively, and can build into its strategy the
actions that will be needed to capitalise on positive reaction while avoiding or addressing
any negative reactions.

B The entity can identify conflicting objectives among stakeholders and develop a strategy
to resolve any issues that arise.
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Includem

This case study illustrates how a small charity in Scotland ensures that its values are
embedded across the organisation. CIPFA carried out a governance assessment at Includem in
2015 and this case study is drawn from the findings.

BACKGROUND

Includem is a registered charity constituted as a limited company under the Companies Act
2006. It has an annual turnover of £3.8m and employs 90 staff mainly in the west of Scotland.
It provides one-to-one support to society’s most vulnerable and troubled young people,
providing intensive support in the community to around 400 young people each year across
Scotland. It works primarily to support young people aged 12 to 18 who are subject to formal
measures of care and who are looked after at home or in other community placements. Most
of Includem’s work is commissioned by local councils and grant awarding bodies.

Includem recognises the need not just to be a supplier of services to local government, but
also to share the same values as its client councils and seek common outcomes for citizens.

EMBEDDING CORE VALUES

Includem’s values are explicit, easily understood and memorable. The application of those
values is apparent in the following ways:

B Testing candidates during recruitment exercises to see if they share the same values.
This involves staff at different functions and levels (not just line managers) in the
selection process.

B Reviewing again knowledge of values during annual appraisals and monitoring
behaviours and staff conduct to ensure consistency with those values.

B Using a monitoring system specifically designed to oversee the welfare and protection of
young people (one of the main risks at Includem).

B Involving all staff (including ‘back office’ personnel) in annual events who engage
with their young people and their families, to celebrate success and share in positive
outcomes which helps to further the entity’s values.

B Ensuring the values and purpose of Includem are widely known by all staff and board
members.

B Ensuring that at board meetings young people are the main focus of discussions and
that decisions taken are about sustaining the services provided to them.
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Northern Ireland Events Company

This case study illustrates what can happen when an organisation loses sight of its core
purpose. It highlights the risks when setting up new public bodies and problems with strategic
drift.

Analysis of The Northern Ireland Events Company (2015), a report produced by the Northern
Ireland Audit Office (NIAO), shows that the Northern Ireland Events Company (NIEC) displayed
weaknesses in almost all aspects of governance, including:

a lack of scrutiny and oversight
examples of conflicts of interest
deficits caused by financial mismanagement

failure to uphold ethical standards

an unacceptable level of performance and accountability by the accounting officer.

Among a catalogue of failure was that NIEC lost sight of its original purpose. It was
incorporated as a limited liability company with a remit to support major events in Northern
Ireland. Its main source of funding was provided by central government and it was controlled
by a board of publicly appointed non-executive directors. Day to day management was carried
out by an executive management team, headed by a chief executive, who was also appointed
accounting officer by the sponsor department.

Originally, NIEC was established because government believed that a separate events
organisation, sponsored and funded by a government department, could attract private sector
investment and be at ‘arm’s-length’ from government. It was therefore established as a private
company limited by guarantee.

A major contributing factor to the failure of NIEC was a change in strategic direction to take
ownership of and promote events, as well as to grant fund events. Initially, NIEC primarily
provided grant funding to external event organisers who took the bulk of the risk relating to
events and limiting any losses to the amount of grant provided to organisers. However, within
five years of being established, NIEC began to become involved in promotional activities
related to major events, motocross events being one example. In promoting events NIEC
contracted directly with, and paid fees to, rights holders. It also contracted directly with and
paid suppliers for goods and services. This change in strategic direction greatly increased the
financial risk to which NIEC was exposed.

Investigations, notably by company inspectors appointed by the Department of Enterprise,
Trade and Investment (DETI) under Article 425(2) of the Companies (Northern Ireland) Order
1986, found no evidence that the change in strategic direction from grant funder (with limited
liabilities) to a promoter (with unlimited liabilities) was supported by a NIEC board decision or
approved by the sponsor government department. Instead, it appears that the change came
about as a result of ‘strategic drift’ over a period of time. According to the auditors, some
board members told company inspectors that they were unaware that NIEC was promoting
events. Having failed to identify the significant change in business activities, the board did not
recognise the increased financial and operational risk that this change brought with it.
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ANNUAL GOVERNANCE STATEMENTS

4.3

44

4.5

Reporting

Local authorities are required to prepare a governance statement in accordance with

Delivering Good Governance in Local Government: Framework and to report publicly on the
extent to which they comply with their own code of governance on an annual basis, including

how they have monitored the effectiveness of their governance arrangements in the year,

and on any planned changes in the coming period. The process of preparing the governance
statement should itself add value to the governance and internal control framework of an
organisation.

Key good practice features of an annual governance statement are described below:

The statement has been properly approved.

It is regarded as a valuable means of communications which will enable stakeholders to
understand the authority’s governance arrangements.

It is easily accessible by authority members and members of the public, for example:
— through its prominent display on the authority’s website

— publishing it with, but separately from, the statement of accounts.

It has been clearly thought out and reflects the vision, character and structure of the
authority, ie the big picture and not the detail.

It demonstrates ownership by the authority and has a high status within senior
management.

It is a genuinely shared effort with wide input from outside the finance and audit
functions.

It is a key document for showing how the authority is achieving its strategic objectives.
It is in an open and readable style.

It demonstrates challenge.

Issues are clearly articulated and it communicates a clear and concise message.
Weaknesses together with areas for improvement are highlighted.

It clearly communicates what has been done to resolve significant control issues and
what remains to be done.

Actions identified are specific, measurable, achievable, realistic and time-related
(SMART).

Responsibility for those actions is clearly identified.

It is a ‘living’ document, ie it is not focused exclusively on year end and communicates
significant issues which may change from year to year.

Other innovative features might include the following:

Good use of diagrams to communicate the message more effectively and reduce the
need for text.

Use of hyperlinks to key governance documents to facilitate a brief and more user
friendly statement.
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4.6

Examples

Set out below are some recent annual governance statements (AGSs) from the following
organisations that illustrate some of the points summarised above:

®  London Borough of Lewisham

= Milton Keynes Council

B Huntingdonshire District Council

B Kent Fire and Rescue Service

London Borough of Lewisham — extract from AGS 2014/15

HOW HAS THIS STATEMENT BEEN PREPARED?

Every year a review of the effectiveness of the council’s governance framework is conducted
by the annual governance statement working party which comprises a team of policy, legal
and audit officers with expertise in governance and internal control matters. The group meets
quarterly to collate and evaluate governance evidence and identify areas requiring action,
and is responsible for analysing CIPFA/Solace guidance in relation to the development of

this statement and ensuring that the statement is approved via the council’s key control
mechanisms.

WHAT ARE THE COUNCIL’S GOVERNANCE ARRANGEMENTS?

The council’s governance arrangements aim to foster:
m  effective leadership and high standards of behaviour
B a culture based on openness and honesty

B an external focus on the needs of service users and the public.

Lewisham’s directly elected mayor provides the council with clear strategic direction and
effective leadership, but the council also benefits from the perspectives and contributions of
its 54 councillors.

The council’s constitution clearly defines the roles of councillors and officers, and this clarity
contributes to effective working relationships across the council. The constitution working
party, the standards committee and the audit panel monitor and challenge the governance
arrangements and ensure their robustness. The council has worked closely with its partners,
both strategic and operational, primarily through the Lewisham congress, which had its first
annual meeting in October 2014.

The council has two statutory partnership boards:

1. The safer Lewisham partnership, which works to protect the community from crime and
help people feel safer.

2. The health and wellbeing board, which works to identify local health challenges and lead
on the activity necessary to address them.
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Huntingdonshire District Council — extract from AGS 2013/14

The following action has been taken:

B The programme and project management toolkit was approved by the project
management working board and launched in June 2014.

B The managing director attended the July 2014 panel meeting and explained how a
culture of compliance was being promoted and that the new management team would
be charged with delivery of the audit actions as a priority.

B The management team formally consider all audit reports that have been given ‘limited’
or ‘little’ assurance opinions and agree with the relevant manager those improvements
that need to be made.

B The head of resources has appointed temporary staff to the debtors team to deal with
the issues identified by internal audit.

B Each year the panel considers how effective it has been in overseeing the council’s
governance arrangements.

This governance statement is reported to council once it has been approved. The chair of the
panel submits a report to the same council meeting which summarises the work of the panel,
so allowing the council to take comfort that key governance processes are being reviewed.
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EMBEDDING GOOD GOVERNANCE — GENERAL POINTS

Introduction

47  Delivering Good Governance in Local Government: Framework (CIPFA/Solace, 2016) notes
that it is crucial that governance arrangements are applied in a way that demonstrates the
spirit and ethos of good governance which cannot be achieved by rules and procedures alone.
Effectively, good governance needs to be embedded in an organisation. It needs to permeate
every aspect of the organisation’s culture. Therefore ‘hearts and minds’ must be won over —
the need for and value of good governance must be explicit.

48  This section of the guidance notes provides some issues to consider in ensuring that good
governance is appropriately embedded.

Issues to consider

B How is governance perceived in your organisation? Is it regarded as an enabler in terms
of innovation or a barrier to it?

®  How has the organisation tried to embed good governance in its culture? Has this been
successful?

®  Are the benefits of good governance transparent in your organisation? For example:
—  Dbetter informed and improved decision making
— clear demonstration of integrity and probity
—  clear focus on outcomes

—  developing a risk management culture.

B How are the benefits of good governance communicated to those who may not be aware
of them including some members and senior officers?

m  How does the organisation engage with its members on governance issues? How might
this be improved?

® Do managers and officers feel free to raise any concerns that they might have?
B Is the organisation’s code of governance accessible? Is it easy to understand?

m  How are good governance principles communicated to the organisation’s contractors and
partners? How effective is that communication?

B How is the importance of maintaining standards communicated? Is it successful?
m  [s appropriate induction and training available to those who need it?

B Does the concept of good governance have support from the top of the organisation — the
chief executive and leader? How do they demonstrate this?

= How are the political groups involved in developing and maintaining good governance?

m  How does the organisation ensure that governance structures continue to be up to date
and relevant? For example, decision making frameworks, roles and responsibilities and
schemes of delegation.

B What is the monitoring officer’s role in enabling and facilitating good governance?
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USE OF INFORMATION AND COMMUNICATION TECHNOLOGY (ICT)

4.9

4.10

Reinforced by the use of appropriate social media and other communication and consultation
techniques, ICT can promote good governance in three basic ways, according to Information
Technology for Good Governance (2001):

1. Increasing transparency, information, and accountability.
2. Facilitating accurate decision making and public participation.

3. Enhancing the efficient delivery of public goods and services.

Deployment of new technology can also pose serious risks, however, and cause many
problems when either the technical or organisational aspects of its implementation and
operation are not properly planned and managed. The right skills will be required both
during and after implementation. The governing body should approve the ICT strategy and
ensure there is appropriate oversight of ICT projects. It should also make sure that senior
management sufficiently addresses ICT security, and specifically cyber security, whether
developed in-house or outsourced.
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5.4

CHAPTER FIVE
Schedule to assist in putting
the principles into practice

The following section looks at examples of the systems, processes and documents that might
be cited by an authority as evidence of compliance with good practice.

The illustrative table below includes the following:

B Columns 1 and 2 reproduced from Delivering Good Governance in Local Government:
Framework (CIPFA/Solace, 2016) illustrating:

— the core principles and sub-principles of good governance and the behaviours and
actions that demonstrate good governance.

®  Column 3 outlining:

— examples of systems, processes and documentation and other evidence that may be
used to demonstrate compliance (for illustration purposes only)

— self-assessment tools and sources of further guidance.

If using this approach, it should be stressed that authorities will need to assess how far their
processes and documentation meet the criteria suggested, otherwise the exercise will become
a box-ticking process rather than a qualitative exercise. One way to make the exercise more
challenging would be to score the authority’s arrangements on a scale of 0 to 10, where 10
represents very best practice. This could be done by adding two extra columns — one for a
self-assessment score and one to add plans for improvement.

Authorities might find this a practical way of approaching the task. Authorities should not,
however, feel constrained by either the format or the examples listed.
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Schedule to assist in putting the principles of good governance into practice

1. Principles of good
governance (in bold)

2. Sub-principles (in bold) and
behaviours and actions that

3. Examples of systems, processes,
documentation and other evidence

demonstrate good governance in
practice

demonstrating compliance (also
includes self-assessment tools and

sources of further guidance)
Acting in the public interest requires a commitment to and effective arrangements for:
A. Behaving Behaving with integrity
with integrity,

B Ensuring members and officers Codes of conduct

behave with integrity andlead  m Individual sign off with regard to
a culture where acting in the
public interest is visibly and
consistently demonstrated
thereby protecting the
reputation of the organisation

demonstrating strong

commitment to ethical . .
compliance with code

values, and respecting

B Induction for new members and staff
the rule of law

on standard of behaviour expected
Local government

organisations are
accountable notonly for  m Ensuring members take the lead
how much they spend,
but also for how they

B Performance appraisals

Communicating shared values with
members, staff, the community and
partners

in establishing specific standard
operating principles or values

for the organisation and its staff
and that they are communicated
and understood. These should
build on the Seven Principles of
Public Life (the Nolan Principles)

use the resources under
their stewardship. This
includes accountability
for outputs, both
positive and negative,
and for the outcomes
they have achieved. In
addition, they have an

B Leading by example and using B Decision making practices

these standard operating B Declarations of interests made at
principles or values as a

overarching responsibility
to serve the public
interest in adhering

to the requirements

of legislation and

framework for decision making

and other actions

meetings

B Conduct at meetings

Shared values guide decision making

B Develop and maintain an effective

standards committee

government policies. It is
essential that, as a whole,
they can demonstrate
the appropriateness of

all their actions and have
mechanisms in place to
encourage and enforce

B Demonstrating, communicating ™ Anti-fraud and corruption policies are
and embedding the standard working effectively

operating principles or values B Up-to-date register of interests

through appropriate policies and (members and staff)

processes which are reviewed B Up-to-date register of gifts and

on a regular basis to ensure that hospitality

they are operating effectivel
J P J J B Whistleblowing policies are in place

and protect individuals raising

adherence to ethical
values and to respect the

rule of law. concerns

B Whistleblowing policy has been made
available to members of the public,
employees, partners and contractors
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1. Principles of good

governance (in bold)

2. Sub-principles (in bold) and 3. Examples of systems, processes,
behaviours and actions that documentation and other evidence
demonstrate good governance in demonstrating compliance (also

practice includes self-assessment tools and

sources of further guidance)

B Complaints policy and examples
of responding to complaints about
behaviour

B Changes/improvements as a result of
complaints received and acted upon

B Members and officers code of
conduct refers to a requirement to
declare interests

B Minutes show declarations of
interest were sought and appropriate
declarations made

Demonstrating strong
commitment to ethical values

B Seeking to establish, monitor B Scrutiny of ethical decision making
and maintain the organisation’s m championing ethical compliance at
ethical standards and governing body level
performance

B Underpinning personal B Provision of ethical awareness training

behaviour with ethical values
and ensuring they permeate all
aspects of the organisation’s
culture and operation

B Developing and maintaining B Appraisal processes take account of
robust policies and procedures values and ethical behaviour
which place emphasis on agreed
ethical values

Staff appointments policy
B Procurement policy

B Ensuring that external providers B Agreed values in partnership working:

of services on behalf of the —  Statement of business ethics
organisation are required to act communicates commitment to
with integrity and in compliance ethical values to external suppliers

with high ethical standards
expected by the organisation

— Ethical values feature in contracts
with external service providers

B Protocols for partnership working
Respecting the rule of law

B Ensuring members and B Statutory provisions
staff demonstrate a strong
commitment to the rule of
the law as well as adhering to
relevant laws and regulations

Statutory guidance is followed

B Constitution
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1. Principles of good
governance (in bold)

2. Sub-principles (in bold) and
behaviours and actions that

demonstrate good governance in

practice

3. Examples of systems, processes,
documentation and other evidence

demonstrating compliance (also

includes self-assessment tools and

Page 58

B Creating the conditions to
ensure that the statutory
officers, other key post holders
and members are able to
fulfil their responsibilities in

accordance with legislative and

regulatory requirements

B Striving to optimise the use of

the full powers available for the
benefit of citizens, communities

and other stakeholders

B Dealing with breaches of legal
and reqgulatory provisions
effectively

B Ensuring corruption and
misuse of power are dealt with
effectively

sources of further guidance)

Job description/specifications

B Compliance with CIPFA’s Statement on
the Role of the Chief Financial Officer
in Local Government (CIPFA, 2015)

B Terms of reference

B Committee support

B Record of legal advice provided by
officers

B Monitoring officer provisions

B Record of legal advice provided by
officers

B Statutory provisions

Il Effective anti-fraud and corruption
policies and procedures

B Local test of assurance (where
appropriate)

Further guidance

B Statement on the Role of the Chief
Financial Officer in Local Government
(CIPFA, 2015)

B [llustrative Text for Local Code of
Conduct (DCLG, 2012)

B LGA Template Code of Conduct

B Code of Ethics for Local Public Service
Managers — Consultation (Solace, 2015)

B Code of Practice on Managing the Risk
of Fraud and Corruption (CIPFA, 2014)

B Code of Practice on Managing the Risk
of Fraud and Corruption: Guidance
Notes (CIPFA, 2014)

B Ethics in Practice: Promoting Ethical
Standards in Public Life (Committee on
Standards in Public Life, 2014)

B Standards Matter: A Review of Best
Practice in Promoting Good Behaviour
in Public Life (Committee on Standards
in Public Life, 2013)


http://www.cipfa.org/policy-and-guidance/reports/the-role-of-the-chief-financial-officer-in-local-government
http://www.cipfa.org/policy-and-guidance/reports/the-role-of-the-chief-financial-officer-in-local-government
http://www.gov.uk/government/publications/illustrative-text-for-local-code-of-conduct--2
http://www.gov.uk/government/publications/illustrative-text-for-local-code-of-conduct--2
http://www.local.gov.uk/c/document_library/get_file?uuid=4b574567-f4f0-4c06-8898-dfca0b04e989&groupId=10180
http://www.solace.org.uk/knowledge/cc_knowledge_calls_for_evidence/Call for evidence_Code of Ethics.pdf
http://www.solace.org.uk/knowledge/cc_knowledge_calls_for_evidence/Call for evidence_Code of Ethics.pdf
http://www.cipfa.org/services/networks/better-governance-forum/counter-fraud-documentation/code-of-practice-on-managing-the-risk-of-fraud-and-corruption
http://www.cipfa.org/services/networks/better-governance-forum/counter-fraud-documentation/code-of-practice-on-managing-the-risk-of-fraud-and-corruption
http://www.cipfa.org/policy-and-guidance/publications/c/code-of-practice-on-managing-the-risk-of-fraud-and-corruption-guidance-notes-pdf
http://www.cipfa.org/policy-and-guidance/publications/c/code-of-practice-on-managing-the-risk-of-fraud-and-corruption-guidance-notes-pdf
http://www.cipfa.org/policy-and-guidance/publications/c/code-of-practice-on-managing-the-risk-of-fraud-and-corruption-guidance-notes-pdf
https://www.gov.uk/government/publications/ethics-in-practice-promoting-ethical-standards-in-public-life
https://www.gov.uk/government/publications/ethics-in-practice-promoting-ethical-standards-in-public-life
http://www.gov.uk/government/publications/standards-matter-a-review-of-best-practice-in-promoting-good-behavior-in-public-life
http://www.gov.uk/government/publications/standards-matter-a-review-of-best-practice-in-promoting-good-behavior-in-public-life
http://www.gov.uk/government/publications/standards-matter-a-review-of-best-practice-in-promoting-good-behavior-in-public-life

CHAPTER FIVE \ SCHEDULE TO ASSIST IN PUTTING THE PRINCIPLES INTO PRACTICE

1. Principles of good
governance (in bold)

2. Sub-principles (in bold) and
behaviours and actions that
demonstrate good governance in
practice

3. Examples of systems, processes,
documentation and other evidence
demonstrating compliance (also

includes self-assessment tools and

sources of further guidance)

B. Ensuring openness Openness

and comprehensive B Ensuring an open culture B Annual report

stakeholder through demonstrating, B Freedom of Information Act
engagement documenting and publication scheme

Local government is

run for the public good,
organisations therefore
should ensure openness
in their activities. Clear,
trusted channels of
communication and
consultation should

be used to engage
effectively with all groups
of stakeholders, such as
individual citizens and
service users, as well as
institutional stakeholders.

communicating the
organisation’s commitment to
openness

Making decisions that are open
about actions, plans, resource
use, forecasts, outputs and
outcomes. The presumption

is for openness. If that is not
the case, a justification for the
reasoning for keeping a decision
confidential should be provided

Providing clear reasoning and
evidence for decisions in both
public records and explanations
to stakeholders and being
explicit about the criteria,

Online council tax information
Authority’s goals and values
Authority website

Record of decision making and
supporting materials

B Decision making protocols

B Report pro-formas

B Record of professional advice in

reaching decisions

rationale and considerations [ ] Meeting reports show details of advice
used. In due course, given
ensuring that the impact and B Discussion between members and
consequences of those decisions officers on the information needs of
are clear members to support decision making
B Agreement on the information that will
be provided and timescales
B Calendar of dates for submitting,

Using formal and informal
consultation and engagement to
determine the most appropriate
and effective interventions/
courses of action

publishing and distributing timely
reports is adhered to

B Community strategy

B Use of consultation feedback

B Citizen survey
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1. Principles of good
governance (in bold)

2. Sub-principles (in bold) and
behaviours and actions that
demonstrate good governance in
practice

3. Examples of systems, processes,

documentation and other evidence
demonstrating compliance (also
includes self-assessment tools and

Engaging comprehensively with

institutional stakeholders

B Effectively engaging with
institutional stakeholders
to ensure that the purpose,
objectives and intended
outcomes for each stakeholder
relationship are clear so
that outcomes are achieved
successfully and sustainably

B Developing formal and informal
partnerships to allow for
resources to be used more
efficiently and outcomes
achieved more effectively

B Ensuring that partnerships are
based on:

—  trust

— ashared commitment to
change

— aculture that promotes and
accepts challenge among
partners

and that the added value of
partnership working is explicit

Engaging stakeholders
effectively, including individual
citizens and service users

B Establishing a clear policy
on the type of issues that the
organisation will meaningfully
consult with or involve individual
citizens, service users and
other stakeholders to ensure
that service (or other) provision
is contributing towards the
achievement of intended
outcomes.
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sources of further guidance)

B Communication strategy

B Database of stakeholders with whom
the authority should engage and
for what purpose and a record of an
assessment of the effectiveness of any
changes

B Partnership framework

B Partnership protocols

B Record of public consultations

B Partnership framework



CHAPTER FIVE \ SCHEDULE TO ASSIST IN PUTTING THE PRINCIPLES INTO PRACTICE

1. Principles of good
governance (in bold)

2. Sub-principles (in bold) and
behaviours and actions that
demonstrate good governance in
practice

3. Examples of systems, processes,

documentation and other evidence
demonstrating compliance (also
includes self-assessment tools and

B Ensuring that communication

methods are effective and that
members and officers are clear
about their roles with regard to
community engagement

Encouraging, collecting and
evaluating the views and
experiences of communities,
citizens, service users and
organisations of different
backgrounds including reference
to future needs

Implementing effective
feedback mechanisms in order
to demonstrate how their views
have been taken into account

Balancing feedback from more
active stakeholder groups with
other stakeholder groups to
ensure inclusivity

Taking account of the interests
of future generations of tax
payers and service users

sources of further guidance)

B Communications strategy

B Communications strategy

B Joint strategic needs assessment

B Communications strategy

B Processes for dealing with competing
demands within the community, for
example a consultation

B Reports

B Joint strategic needs assessment

Further guidance

B Good Governance Principles for
Partnership Working (Audit Scotland,
2011)

B Community Planning Toolkit — Working
Together, Community Places through
the Support of the Big Lottery Fund
(2014)
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1. Principles of good
governance (in bold)

2. Sub-principles (in bold) and 3. Examples of systems, processes,
documentation and other evidence
demonstrating compliance (also
includes self-assessment tools

and sources of further guidance)

behaviours and actions that

demonstrate good governance in

practice

In addition to the overarching
requirements for acting in the
public interest in principles

A and B, achieving good
governance in local government
also requires effective
arrangements for:

C. Defining outcomes in terms
of sustainable economic,
social, and environmental
benefits

The long-term nature and
impact of many of local
government’s responsibilities
mean that it should define and
plan outcomes and that these
should be sustainable. Decisions
should further the authority’s
purpose, contribute to intended
benefits and outcomes, and
remain within the limits of
authority and resources. Input
from all groups of stakeholders,
including citizens, service users,
and institutional stakeholders,
is vital to the success of this
process and in balancing
competing demands when
determining priorities for the
finite resources available.
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Defining outcomes

B Having a clear vision which is
an agreed formal statement of
the organisation’s purpose and
intended outcomes containing
appropriate performance
indicators, which provides the
basis for the organisation’s
overall strategy, planning and
other decisions

B Specifying the intended impact
on, or changes for, stakeholders
including citizens and service
users. It could be immediately
or over the course of a year or
longer

Delivering defined outcomes on
a sustainable basis within the
resources that will be available

B Identifying and managing risks
to the achievement of outcomes

B Managing service users
expectations effectively with
regard to determining priorities
and making the best use of the
resources available

B Vision used as a basis for

corporate and service planning

Community engagement and
involvement

B Corporate and service plans

B Community strategy

Regular reports on progress

Performance trends are
established and reported upon

B Risk management protocols

An agreed set of quality
standard measures for each
service element and included in
service plans

Processes for dealing with
competing demands within the
community



CHAPTER FIVE \ SCHEDULE TO ASSIST IN PUTTING THE PRINCIPLES INTO PRACTICE

1. Principles of good 2. Sub-principles (in bold) and 3. Examples of systems, processes,
governance (in bold) behaviours and actions that documentation and other evidence

demonstrate good governance in demonstrating compliance (also

practice includes self-assessment tools

and sources of further guidance)

Sustainable economic, social and ™ Capital investment is structured

environmental benefits to achieve appropriate life spans
® Considering and balancing the and adaptability for future use
combined economic, social or that resources (eg land) are
and environmental impact of spent on optimising social,
policies, plans and decisions economic and environmental
when taking decisions about wellbeing:
service provision — Capital programme

— Capital investment strategy

B Taking a longer-term view with B Discussion between members

regard to decision making, and officers on the information
taking account of risk and acting needs of members to support
transparently where there are decision making

potential conflicts between B Record of decision making and
the organisation’s intended supporting materials

outcomes and short-term factors
such as the political cycle or
financial constraints

B Determining the wider B Record of decision making and
public interest associated supporting materials
with balancing conflicting B Protocols for consultation

interests between achieving the
various economic, social and
environmental benefits, through
consultation where possible,

in order to ensure appropriate
trade-offs

B Ensuring fair access to services B Protocols ensure fair access and
statutory guidance is followed

Further guidance

B Building Partnerships: Insights
from the Devolution Summit
(CIPFA/Grant Thornton, 2015)
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1. Principles of good
governance (in bold)

2. Sub-principles (in bold) and
behaviours and actions that

demonstrate good governance in
practice

3. Examples of systems, processes,
documentation and other evidence
demonstrating compliance (also
includes self-assessment tools

D. Determining the
interventions necessary to
optimise the achievement of
the intended outcomes

Local government achieves its
intended outcomes by providing
a mixture of legal, regulatory,
and practical interventions.
Determining the right mix of
these courses of action is a
critically important strategic
choice that local government
has to make to ensure intended
outcomes are achieved They
need robust decision-making
mechanisms to ensure that
their defined outcomes can be
achieved in a way that provides
the best trade-off between the
various types of resource inputs
while still enabling effective and
efficient operations. Decisions
made need to be reviewed
continually to ensure that
achievement of outcomes is
optimised.
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Determining interventions

B Ensuring decision makers
receive objective and rigorous
analysis of a variety of options
indicating how intended
outcomes would be achieved
and including the risks
associated with those options.
Therefore ensuring best value is
achieved however services are
provided

B Considering feedback from
citizens and service users when
making decisions about service
improvements or where services
are no longer required in order
to prioritise competing demands
within limited resources
available including people, skills,
land and assets and bearing in
mind future impacts

Planning interventions

B Establishing and implementing
robust planning and control
cycles that cover strategic and
operational plans, priorities and
targets

B Engaging with internal and
external stakeholders in
determining how services and
other courses of action should
be planned and delivered

B Considering and monitoring
risks facing each partner
when working collaboratively
including shared risks

B Ensuring arrangements are
flexible and agile so that the
mechanisms for delivering
outputs can be adapted to
changing circumstances

and sources of further guidance)

B Discussion between members
and officers on the information
needs of members to support
decision making

B Decision making protocols
B Option appraisals

B Agreement of information that
will be provided and timescales

B Financial strategy

B Calendar of dates for developing
and submitting plans and
reports that are adhered to

B Communication strategy

B Partnership framework

B Risk management protocol

B Planning protocols



CHAPTER FIVE \ SCHEDULE TO ASSIST IN PUTTING THE PRINCIPLES INTO PRACTICE

1. Principles of good
governance (in bold)

2. Sub-principles (in bold) and
behaviours and actions that
demonstrate good governance in
practice

3. Examples of systems, processes,
documentation and other evidence
demonstrating compliance (also
includes self-assessment tools

B Establishing appropriate key
performance indicators (KPIs)
as part of the planning process
in order to identify how the
performance of services and
projects is to be measured

B Ensuring capacity exists to
generate the information
required to review service quality
regularly

B Preparing budgets in accordance
with organisational objectives,
strategies and the medium term
financial plan

B Informing medium and long
term resource planning by
drawing up realistic estimates of
revenue and capital expenditure
aimed at developing a
sustainable funding strategy

Optimising achievement of
intended outcomes

B Ensuring the medium term
financial strategy integrates
and balances service priorities,
affordability and other resource
constraints

B Ensuring the budgeting
process is all-inclusive, taking
into account the full cost of
operations over the medium and
longer term

and sources of further guidance)

B KPIs have been established
and approved for each service
element and included in the
service plan and are reported
upon regularly

B Reports include detailed
performance results and
highlight areas where corrective
action is necessary

B Evidence that budgets, plans
and objectives are aligned

B Budget guidance and protocols
B Medium term financial plan

B Corporate plans

B Feedback surveys and exit/
decommissioning strategies

B Changes as a result

B Budgeting guidance and
protocols
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1. Principles of good 2. Sub-principles (in bold) and 3. Examples of systems, processes,
governance (in bold) behaviours and actions that documentation and other evidence
demonstrate good governance in demonstrating compliance (also

practice includes self-assessment tools
and sources of further guidance)

B Ensuring the medium term B Financial strategy
financial strategy sets the
context for ongoing decisions
on significant delivery issues
or responses to changes in the
external environment that may
arise during the budgetary
period in order for outcomes to
be achieved while optimising
resource usage

B Ensuring the achievement of B Service plans demonstrate
‘social value’ through service consideration of ‘social value’
planning and commissioning. B Achievement of ‘social value’ is
The Public Services (Social monitored and reported upon

Value) Act 2012 states that this
is “the additional benefit to the
community...over and above
the direct purchasing of goods,
services and outcomes”
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CHAPTER FIVE \ SCHEDULE TO ASSIST IN PUTTING THE PRINCIPLES INTO PRACTICE

1. Principles of good
governance (in bold)

2. Sub-principles (in bold) and
behaviours and actions that
demonstrate good governance in
practice

3. Examples of systems, processes,
documentation and other evidence
demonstrating compliance (also
includes self-assessment tools

E. Developing the entity’s
capacity, including the
capability of its leadership
and the individuals within it

Local government needs
appropriate structures and
leadership, as well as people
with the right skills, appropriate
qualifications and mindset,

to operate efficiently and
effectively and achieve their
intended outcomes within

the specified periods. A local
government organisation

must ensure that it has both
the capacity to fulfill its own
mandate and to make certain
that there are policies in place to
guarantee that its management
has the operational capacity

for the organisation as a whole.
Because both individuals and
the environment in which an
authority operates will change
over time, there will be a
continuous need to develop its
capacity as well as the skills and
experience of the leadership

of individual staff members.
Leadership in local government
entities is strengthened by

the participation of people

with many different types of
backgrounds, reflecting the
structure and diversity of
communities.

and sources of further guidance)

Developing the entity’s capacity

B Reviewing operations, n
performance use of assets on
a regular basis to ensure their
continuing effectiveness

B Improving resource use through =
appropriate application
of techniques such as
benchmarking and other
options in order to determine
how the authority’s resources
are allocated so that outcomes
are achieved effectively and
efficiently

B Recognising the benefits of u
partnerships and collaborative
working where added value can
be achieved

Developing and maintaining

an effective workforce plan to
enhance the strategic allocation
of resources

Developing the capability of the
entity’s leadership and other m
individuals

B Developing protocols to ensure
that elected and appointed
leaders negotiate with each
other regarding their respective
roles early on in the relationship
and that a shared understanding
of roles and objectives is
maintained

B Publishing a statement that |
specifies the types of decisions
that are delegated and those
reserved for the collective
decision making of the m
governing body

Regular reviews of activities,
outputs and planned outcomes

Utilisation of research and
benchmarking exercise

Effective operation of
partnerships which deliver
agreed outcomes

B Workforce plan

B Organisational development

plan

B Job descriptions

Chief executive and leader
pairings have considered how
best to establish and maintain
effective communication

Scheme of delegation reviewed
at least annually in the light

of legal and organisational
changes

Standing orders and financial
regulations which are reviewed
on a regular basis
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1. Principles of good
governance (in bold)

2. Sub-principles (in bold) and
behaviours and actions that
demonstrate good governance in
practice

3. Examples of systems, processes,

documentation and other evidence

demonstrating compliance (also

includes self-assessment tools
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B Ensuring the leader and the
chief executive have clearly
defined and distinctive
leadership roles within a
structure whereby the chief
executive leads the authority
in implementing strategy
and managing the delivery of
services and other outputs set
by members and each provides
a check and a balance for each
other’s authority

B Developing the capabilities
of members and senior
management to achieve
effective shared leadership
and to enable the organisation
to respond successfully to
changing legal and policy
demands as well as economic,
political and environmental
changes and risks by:

— ensuring members and staff
have access to appropriate
induction tailored to their
role and that ongoing
training and development
matching individual and
organisational requirements
is available and encouraged

and sources of further guidance)

B Clear statement of respective
roles and responsibilities
and how they will be put into
practice

B Access to update courses/
information briefings on new
legislation

B Induction programme

B Personal development plans for
members and officers



CHAPTER FIVE \ SCHEDULE TO ASSIST IN PUTTING THE PRINCIPLES INTO PRACTICE

1. Principles of good 2. Sub-principles (in bold) and 3. Examples of systems, processes,
governance (in bold) behaviours and actions that documentation and other evidence

demonstrate good governance in demonstrating compliance (also
practice includes self-assessment tools
and sources of further guidance)

— ensuring members and B For example, for members this
officers have the appropriate may include the ability to:
skills, knowledge, resources ~  scrutinise and challenge

and support to fulfil their
roles and responsibilities
and ensuring that they

are able to update their
knowledge on a continuing
basis — lead the organisation

— recognise when outside
expert advice is required

— promote trust

— work in partnership

— act as a community leader

B Efficient systems and
technology used for effective

support

— ensuring personal, B Arrangements for succession

organisational and system- planning

wide development through

shared learning, including

lessons learnt from

governance weaknesses

both internal and external

B Ensuring that there are B Residents’ panels

structures in place to encourage @ stakeholder forum terms of
public participation reference

B Strategic partnership

frameworks
B Taking steps to consider the B Reviewing individual member
leadership’s own effectiveness performance on a regular
and ensuring leaders are open to basis taking account of their
constructive feedback from peer attendance and considering any
review and inspections training or development needs

B Peer reviews

B Holding staff to account through ™ Training and development plan
regular performance reviews B Staff development plans linked
which take account of training or to appraisals

development needs B Implementing appropriate

human resource policies and
ensuring that they are working
effectively
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1. Principles of good 2. Sub-principles (in bold) and 3. Examples of systems, processes,
governance (in bold) behaviours and actions that documentation and other evidence

demonstrate good governance in demonstrating compliance (also
practice includes self-assessment tools

and sources of further guidance)

B Ensuring arrangements are in B Human resource policies
place to maintain the health
and wellbeing of the workforce
and support individuals in
maintaining their own physical
and mental wellbeing

Further guidance

B Devo Why? Devo How? Guidance
(and Some Answers) About
Governance Under English
Devolution (Centre for Public
Scrutiny, 2015)

B Responding to the Challenge:
Alternative Delivery Models
in Local Government (Grant
Thornton, 2014)

B The Excellent Finance Business
Partner (CIPFA, 2015)
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http://www.cfps.org.uk/domains/cfps.org.uk/local/media/downloads/CfPS_DEVO_WHY_RGB.pdf
http://www.cfps.org.uk/domains/cfps.org.uk/local/media/downloads/CfPS_DEVO_WHY_RGB.pdf
http://www.cfps.org.uk/domains/cfps.org.uk/local/media/downloads/CfPS_DEVO_WHY_RGB.pdf
http://www.cfps.org.uk/domains/cfps.org.uk/local/media/downloads/CfPS_DEVO_WHY_RGB.pdf
http://www.grant-thornton.co.uk/Documents/Alternative-Delivery-Models-LG.pdf
http://www.grant-thornton.co.uk/Documents/Alternative-Delivery-Models-LG.pdf
http://www.grant-thornton.co.uk/Documents/Alternative-Delivery-Models-LG.pdf
http://www.cipfa.org/policy-and-guidance/publications/t/the-excellent-finance-business-partner-book
http://www.cipfa.org/policy-and-guidance/publications/t/the-excellent-finance-business-partner-book

CHAPTER FIVE \ SCHEDULE TO ASSIST IN PUTTING THE PRINCIPLES INTO PRACTICE

1. Principles of good 2. Sub-principles (in bold) and 3. Examples of systems, processes,
governance (in bold) behaviours and actions that documentation and other evidence

demonstrate good governance in demonstrating compliance (also
practice includes self-assessment tools
and sources of further guidance)

F. Managing risks and Managing risk

performance through robust B Recognising that risk B Risk management protocol
internal control and strong management is an integral

public financial management part of all activities and must

Local government needs to be considered in all aspects of

ensure that the organisations decision making

and governance structuresthat g plementing robust and B Risk management strategy/
it oversees have implemented, integrated risk management policy formally approved and
and can sustain, an effective arrangements and ensuring that adopted and reviewed and
performance management they are working effectively updated on a regular basis

system that facilitates effective
and efficient delivery of planned
services. Risk management and
internal control are important and

B Ensuring that responsibilities for M Risk management protocol
managing individual risks are
clearly allocated

integral parts of a performance Managing performance B Performance map showing all
management system and crucial ™ Monitoring service delivery key activities have performance
to the achievement of outcomes. effectively including planning, measures
Risk should be considered and specification, execution B Benchmarking information
addressed as part of all decision and independent post B Cost performance (using inputs
making activities. implementation review and outputs)
A strong system of financial B Calendar of dates for submitting,
management is essential publishing and distributing
for the implementation of timely reports that are adhered
policies and the achieverment to
of intended outcomes, as it will . . . )
) o Making decisions based on B Discussion between members
enforce financial discipline, L . . . ,
i ) relevant, clear objective analysis and officers on the information
strategic allocation of resources, , L
. . . and advice pointing out the needs of members to support
efficient service delivery, and ) L. T .. .
. implications and risks inherent decision making
accountability. , .. . .
in the organisation’s financial, ® Publication of agendas and
It is also essential that a culture social and environmental minutes of meetings

and structure for scrutiny is in
place as a key part of accountable
decision making, policy making
and review. A positive working
culture that accepts, promotes
and encourages constructive
challenge is critical to successful
scrutiny and successful delivery.
Importantly, this culture does not
happen automatically, it requires
repeated public commitment
from those in authority.

position and outlook B Agreement on the information

that will be needed and
timescales
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1. Principles of good
governance (in bold)

2. Sub-principles (in bold) and
behaviours and actions that
demonstrate good governance in
practice

3. Examples of systems, processes,
documentation and other evidence
demonstrating compliance (also
includes self-assessment tools
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B Ensuring an effective scrutiny
or oversight function is in place
which encourages constructive
challenge and debate on
policies and objectives before,
during and after decisions are
made thereby enhancing the
organisation’s performance and
that of any organisation for
which it is responsible

(OR, for a committee system)
Encouraging effective and
constructive challenge

and debate on policies and
objectives to support balanced
and effective decision making

B Providing members and senior
management with reqular
reports on service delivery
plans and on progress towards
outcome achievement

B Ensuring there is consistency
between specification stages
(such as budgets) and post
implementation reporting (eg
financial statements)

Robust internal control

B Aligning the risk management
strategy and policies on internal
control with achieving the
objectives

B Evaluating and monitoring the
authority’s risk management and
internal control on a regular basis

B Ensuring effective counter
fraud and anti-corruption
arrangements are in place

and sources of further guidance)

B The role and responsibility for
scrutiny has been established
and is clear

B Agenda and minutes of scrutiny
meetings

B Evidence of improvements as a
result of scrutiny

B Terms of reference

B Training for members

B Membership

B Calendar of dates for submitting,
publishing and distributing
timely reports that are adhered
to

B Financial standards, guidance

B Financial regulations and
standing orders

B Risk management strategy
B Audit plan
B Audit reports

B Risk management strategy/
policy has been formally
approved and adopted and is
reviewed and updated on a
regular basis

B Compliance with the Code of
Practice on Managing the Risk
of Fraud and Corruption (CIPFA,
2014)


http://www.cipfa.org/services/networks/better-governance-forum/counter-fraud-documentation/code-of-practice-on-managing-the-risk-of-fraud-and-corruption
http://www.cipfa.org/services/networks/better-governance-forum/counter-fraud-documentation/code-of-practice-on-managing-the-risk-of-fraud-and-corruption
http://www.cipfa.org/services/networks/better-governance-forum/counter-fraud-documentation/code-of-practice-on-managing-the-risk-of-fraud-and-corruption

CHAPTER FIVE \ SCHEDULE TO ASSIST IN PUTTING THE PRINCIPLES INTO PRACTICE

1. Principles of good
governance (in bold)

2. Sub-principles (in bold) and
behaviours and actions that
demonstrate good governance in

practice

3. Examples of systems, processes,
documentation and other evidence
demonstrating compliance (also
includes self-assessment tools

Ensuring additional assurance
on the overall adequacy and
effectiveness of the framework
of governance, risk management
and control is provided by the
internal auditor

Ensuring an audit committee
or equivalent group or function
which is independent of the
executive and accountable to
the governing body:

— provides a further source
of effective assurance
regarding arrangements
for managing risk and
maintaining an effective
control environment

— that its recommendations
are listened to and acted
upon

Managing data

Ensuring effective arrangements
are in place for the safe
collection, storage, use and
sharing of data, including
processes to safeguard personal
data

Ensuring effective arrangements
are in place and operating
effectively when sharing data
with other bodies

Reviewing and auditing regularly
the quality and accuracy of data
used in decision making and
performance monitoring

and sources of further guidance)

B Annual governance statement

B Effective internal audit service is
resourced and maintained

B Audit committee complies
with best practice. See Audit
Committees: Practical Guidance
for Local Authorities and Police
(CIPFA, 2013)

B Terms of reference
B Membership

B Training

B Data management framework
and procedures

B Designated data protection
officer

B Data protection policies and
procedures

B Data sharing agreement
B Data sharing register

B Data processing agreements

B Data quality procedures and
reports

B Data validation procedures
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http://www.cipfa.org/policy-and-guidance/publications/a/audit-committees-practical-guidance-for-local-authorities-and-police-2013-edition-pdf
http://www.cipfa.org/policy-and-guidance/publications/a/audit-committees-practical-guidance-for-local-authorities-and-police-2013-edition-pdf
http://www.cipfa.org/policy-and-guidance/publications/a/audit-committees-practical-guidance-for-local-authorities-and-police-2013-edition-pdf
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1. Principles of good
governance (in bold)

2. Sub-principles (in bold) and
behaviours and actions that

demonstrate good governance in
practice

3. Examples of systems, processes,
documentation and other evidence
demonstrating compliance (also
includes self-assessment tools
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Strong public financial
management

B Ensuring financial management
supports both long term
achievement of outcomes
and short-term financial and
operational performance

B Ensuring well-developed
financial management is
integrated at all levels of
planning and control, including
management of financial risks
and controls

and sources of further guidance)

B Financial management supports
the delivery of services and
transformational change as well
as securing good stewardship

B Budget monitoring reports

Further guidance

B From Bolt-on to Built-in:
Managing Risk as an
Integral Part of Managing an
Organization (IFAC, 2015)

B Code of Practice on Managing
the Risk of Fraud and Corruption
(CIPFA, 2014)

B Code of Practice on Managing
the Risk of Fraud and Corruption:
Guidance Notes (CIPFA, 2015)

B Whole System Approach to
Public Financial Management
(CIPFA, 2012)

B Audit Committees: Practical
Guidance for Local Authorities
and Police (CIPFA, 2013)


https://www.ifac.org/publications-resources/bolt-built
https://www.ifac.org/publications-resources/bolt-built
https://www.ifac.org/publications-resources/bolt-built
https://www.ifac.org/publications-resources/bolt-built
http://www.cipfa.org/services/networks/better-governance-forum/counter-fraud-documentation/code-of-practice-on-managing-the-risk-of-fraud-and-corruption
http://www.cipfa.org/services/networks/better-governance-forum/counter-fraud-documentation/code-of-practice-on-managing-the-risk-of-fraud-and-corruption
http://www.cipfa.org/policy-and-guidance/publications/c/code-of-practice-on-managing-the-risk-of-fraud-and-corruption-guidance-notes-pdf
http://www.cipfa.org/policy-and-guidance/publications/c/code-of-practice-on-managing-the-risk-of-fraud-and-corruption-guidance-notes-pdf
http://www.cipfa.org/policy-and-guidance/publications/c/code-of-practice-on-managing-the-risk-of-fraud-and-corruption-guidance-notes-pdf
http://www.cipfa.org/policy-and-guidance/reports/whole-system-approach-volume-1
http://www.cipfa.org/policy-and-guidance/reports/whole-system-approach-volume-1
http://www.cipfa.org/policy-and-guidance/publications/a/audit-committees-practical-guidance-for-local-authorities-and-police-2013-edition-pdf
http://www.cipfa.org/policy-and-guidance/publications/a/audit-committees-practical-guidance-for-local-authorities-and-police-2013-edition-pdf
http://www.cipfa.org/policy-and-guidance/publications/a/audit-committees-practical-guidance-for-local-authorities-and-police-2013-edition-pdf

CHAPTER FIVE \ SCHEDULE TO ASSIST IN PUTTING THE PRINCIPLES INTO PRACTICE

1. Principles of good
governance (in bold)

2. Sub-principles (in bold) and
behaviours and actions that
demonstrate good governance in
practice

3. Examples of systems, processes,
documentation and other evidence

demonstrating compliance (also

includes self-assessment tools

G. Implementing good
practices in transparency,
reporting, and audit to deliver
effective accountability

Implementing good practice in
transparency

B Writing and communicating
reports for the public and
other stakeholders in an
understandable style
appropriate to the intended
audience and ensuring that
they are easy to access and
interrogate

Accountability is about ensuring
that those making decisions

and delivering services are
answerable for them. Effective
accountability is concerned not
only with reporting on actions
completed, but also ensuring m
that stakeholders are able to

Striking a balance between
providing the right amount

of information to satisfy
transparency demands and
enhance public scrutiny while
not being too onerous to provide
and for users to understand

understand and respond as the
organisation plans and carries
out its activities in a transparent
manner. Both external and
internal audit contribute to

effective accountability.
J Implementing good practices in

reporting

B Reporting at least annually on
performance, value for money
and the stewardship of its
resources

B Ensuring members and senior
management own the results

B Ensuring robust arrangements

for assessing the extent to which

the principles contained in the
Framework have been applied
and publishing the results on
this assessment including an

action plan for improvement and

evidence to demonstrate good
governance (annual governance
statement)

B Ensuring that the Framework is
applied to jointly managed or
shared service organisations as
appropriate

and sources of further guidance)

B Website

B Annual report

B Formal annual report which
includes key points raised by
external scrutineers and service
users’ feedback on service
delivery

B Annual financial statements

B Appropriate approvals

B Annual governance statement

B Annual governance statement
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1. Principles of good

2. Sub-principles (in bold) and
behaviours and actions that
demonstrate good governance in
practice

3. Examples of systems, processes,
governance (in bold) documentation and other evidence
demonstrating compliance (also
includes self-assessment tools

and sources of further guidance)

B Ensuring the performance B Format follows best practice

Page 76

information that accompanies
the financial statements is
prepared on a consistent and
timely basis and the statements
allow for comparison with other
similar organisations

Assurance and effective
accountability

B Ensuring that recommendations
for corrective action made by
external audit are acted upon

B Ensuring an effective internal
audit service with direct access
to members is in place which
provides assurance with regard
to governance arrangements
and recommendations are acted
upon

B Welcoming peer challenge,
reviews and inspections
from regulatory bodies and
implementing recommendations

B Gaining assurance on risks
associated with delivering
services through third parties
and that this is evidenced in the
annual governance statement

B Ensuring that when working
in partnership, arrangements
for accountability are clear
and that the need for wider
public accountability has been
recognised and met

Recommendations have
informed positive improvement

Compliance with CIPFA’s
Statement on the Role of the
Head of Internal Audit (2010)

Compliance with Public Sector
Internal Audit Standards

Recommendations have
informed positive improvement

Annual governance statement

Community strategy


http://www.cipfa.org/policy-and-guidance/reports/the-role-of-the-head-of-internal-audit
http://www.cipfa.org/policy-and-guidance/reports/the-role-of-the-head-of-internal-audit

CHAPTER FIVE \ SCHEDULE TO ASSIST IN PUTTING THE PRINCIPLES INTO PRACTICE

1. Principles of good 2. Sub-principles (in bold) and 3. Examples of systems, processes,
governance (in bold) behaviours and actions that documentation and other evidence

demonstrate good governance in demonstrating compliance (also

practice includes self-assessment tools
and sources of further guidance)

Further guidance

B Audit Committees: Practical
Guidance for Local Authorities
and Police (CIPFA, 2013)

B Getinon the Act: The Local
Audit and Accountability Act
2014 (LGA, 2014)

B Governance Mark of Excellence
(CIPFA)
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http://www.cipfa.org/policy-and-guidance/publications/a/audit-committees-practical-guidance-for-local-authorities-and-police-2013-edition-pdf
http://www.cipfa.org/policy-and-guidance/publications/a/audit-committees-practical-guidance-for-local-authorities-and-police-2013-edition-pdf
http://www.cipfa.org/policy-and-guidance/publications/a/audit-committees-practical-guidance-for-local-authorities-and-police-2013-edition-pdf
http://www.local.gov.uk/documents/10180/6066187/L14-167+Getting+in+on+the+Act, Local+Audit+and+Accountability+Act_06.pdf/f0be870d-1ad0-4674-9dcc-2264b59a5fda
http://www.local.gov.uk/documents/10180/6066187/L14-167+Getting+in+on+the+Act, Local+Audit+and+Accountability+Act_06.pdf/f0be870d-1ad0-4674-9dcc-2264b59a5fda
http://www.local.gov.uk/documents/10180/6066187/L14-167+Getting+in+on+the+Act, Local+Audit+and+Accountability+Act_06.pdf/f0be870d-1ad0-4674-9dcc-2264b59a5fda
http://www.cipfa.org/services/advisory-and-consultancy/governance-mark-of-excellence
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CHAPTER SIX
Other governance issues

SCRUTINY
Introduction
61  The Local Government Act 2000 brought in arrangements that defined a scrutiny role

6.2

6.3

6.4

6.5

for elected members. By sitting on the overview and scrutiny committees they hold the
politicians who form the executive or cabinet to account, and scrutinise the work of other
agencies providing local services. The Act introduced a clear distinction between the
executive’s role in proposing and implementing policies, and the role of non-executive
members in reviewing policy and scrutinising executive decisions.

The overview and scrutiny committees were given powers to study decisions and policies

of bodies other than councils operating in their areas and to require council officials and
cabinet members to attend and answer questions. They are able to make recommendations
and propose changes to be considered by the executive. Challenge and scrutiny contribute to
good governance by being a key part of transparent and accountable decision making, policy
making and review.

Through the scrutiny process, councillors have been given significant power to hold their
partners to account. The Health and Social Care Act 2001 gave councils responsibility for
scrutinising local NHS trusts, including primary care trusts. Powers were further expanded by
the Police and Justice Act 2006, which provided powers to scrutinise the work of crime and
disorder reduction partnerships. The Local Government and Public Involvement in Health Act
2007 gave powers to local government to scrutinise other partner organisations, including
bodies such as the Environment Agency. It also brought in other provisions that affect how
scrutiny committees work, including powers over the creation of joint committees and powers
to resolve local problems through the ‘councillor call for action’.

The Localism Act 2011 consolidated the content of the 2000, 2001, 2007 and 2009 Acts. It
involved some minor amendments, particularly in the powers of district councils and the role
of scrutiny in relation to local partners.

Through the 2011 Act, the government has encouraged greater use of the directly elected
mayor model of governance; a role focusing on long-term strategic decisions bringing
together different agencies to facilitate improved public services. A partnership focused
mayoral model needs to be accompanied by strong overview and scrutiny of partnerships.

At the same time, the 2011 Act permits local authorities to choose to introduce a committee
system for decision-making purposes which may (although this is not a requirement) operate
a system for scrutiny and review.
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http://www.legislation.gov.uk/ukpga/2000/22/contents
http://www.legislation.gov.uk/ukpga/2001/15/contents
http://www.legislation.gov.uk/ukpga/2006/48/contents
http://www.legislation.gov.uk/ukpga/2007/28/contents
http://www.legislation.gov.uk/ukpga/2007/28/contents
http://www.legislation.gov.uk/ukpga/2011/20/contents/enacted
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6.6

6.7

6.8

6.9

6.10

6.11

6.12

The importance of effective scrutiny

It is essential that local authorities, whatever form of governance structure they choose,
should benefit from a culture of (and structure for) scrutiny which is effective at challenging
the way an authority operates. The increase in the use of alternative delivery models and
vehicles, including outsourcing and complex joint arrangements for service provision, means
that scrutiny committees are a crucial mechanism for ensuring oversight.

Authorities electing to adopt a committee system need to ensure that they are able

to exercise effectively their scrutiny powers around healthcare, social care and health
improvement, crime and disorder and external partners, as well as independent challenge
to decisions made by their committees. Authorities need to think through how a system
of checks and balances will exist in order to ensure their committees drive forward
improvements while mitigating risks.

Overview and scrutiny structures should play an important role in facilitating accountability
in devolved regions and in relation to elected mayors.

Principles of good scrutiny

The Centre for Public Scrutiny has established four core principles of good scrutiny:

B Provides critical friend challenge to executive policy makers and decision takers.
B Enables the voice and concerns of the public.

B [s carried out by independent-minded councillors who lead and own the process.

B Drives improvement in public services.

Local authority overview and scrutiny committees have the power to summon members of
the executive and officers of the authority before it to answer questions, and are able to invite
other persons to attend meetings to give their views or submit evidence.

The role of scrutiny

The role of scrutiny is to review policy and to challenge whether the executive has made the
right decisions to deliver policy goals. The scrutiny committee is able to provide a long-term
view of strategic issues and also to look in detail at key aspects of the authority’s operations.
This is different from the role of the audit committee, which exists to provide independent
assurance that there are adequate controls in place to mitigate key risks and to provide
assurance that the authority, including the scrutiny function, is operating effectively. That
said, an audit committee’s judgements may well be informed by the results of scrutiny within
the authority.

The scrutiny function has the following legislative roles:
m  Holding the executive to account.
B Policy development and review.

®  External scrutiny — scrutiny committees have the power to consider matters that are
not the responsibility of the local authority, but which affect the authority’s area or its
inhabitants.
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6.13

6.14

Scrutiny and overview committees have other key roles, which include:

providing satisfying and meaningful roles for non-executive members
considering budget proposals

considering general performance, management and review

ensuring corporate priorities are met

monitoring and revising the constitution

engaging partner organisations, the public and the press

holding partnerships to account.

Making scrutiny effective

An effective scrutiny function is characterised by the following:

It has a clearly defined role within the authority’s governance structure.

It has clear terms of reference that set out its role in respect of independent scrutiny of
decisions and performance.

It is adequately resourced and appropriately structured with access to independent
advice.

Meetings are held on a timely basis.

The authority’s leadership is willing to be challenged and regards robust (and resourced)
challenge as a necessary part of good governance.

It is led and owned by members who are committed to improving their own performance
and skills.

It is understood and valued throughout the authority and public awareness is high. It is
clear that it is not a substitute for an audit committee.

There is a willingness to look beyond the boundaries of the authority to all agencies that
affect the locality.

The chair and members are willing to challenge the executive through questioning on
topics of local relevance where there is a realistic prospect of influencing change.

The chair and vice-chair work with the scrutiny officer in deciding how to structure
meetings, who to invite and how an investigation should be conducted.

The chair and members have the necessary skills, training and confidence to allow them
to scrutinise and challenge effectively.

The chair is:

— not a member of the political administration

—  appropriately knowledgeable and skilled to be able to manage the meeting

—  firm and tactful with those answering questions

— able to understand technical issues quickly

— able to lead, inspire and motivate the team

— avisible champion for scrutiny, raising its profile internally and externally

—  proactive.

Page 81



DELIVERING GOOD GOVERNANCE IN LOCAL GOVERNMENT: GUIDANCE NOTES FOR ENGLISH AUTHORITIES \ 2016 EDITION

It is not, or seen to be, controlled by the executive.

The executive receives reports from the committee sympathetically and acts upon them
as appropriate in order to effect improved outcomes in service delivery.

The committee presents reports with sound recommendations based on the best
evidence available and with all-party support wherever possible.

Scrutiny has effective support from capable officers. Their duties are likely to include:
— working with the committee chair and vice-chair

— planning research

—  preparing background reports

— inviting and briefing witnesses

—  writing draft reports.

Scrutiny officers have:

—  excellent research skills

—  knowledge of the local area

— aninterest in local and general affairs

— adiplomatic approach.
Participants are willing to share and expect something constructive from the process.

Concerns are taken seriously and where relevant incorporated into appropriate
recommendations.

Further guidance
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Building Partnerships: Insights from the Devolution Summit (CIPFA/Grant Thornton,
2015)

Coulson A and Whiteman P (2012) Holding Politicians to Account? Overview and Scrutiny
in English Local Government, Public Money and Management, 32, 185-192

Devo Why? Devo How? Questions (and Some Answers) About Governance Under English
Devolution (Centre for Public Scrutiny, 2015)

The Good Scrutiny Guide (Centre for Public Scrutiny, 2nd Edition)

Leadership of Place: The Role of Overview and Scrutiny (Leadership Centre for Local
Government)

Musical Chairs: Practical Issues for Local Authorities in Moving to a Committee System
(Centre for Public Scrutiny, 2012)

Raising the Stakes: Financial Scrutiny in Challenging Times: A Guide for Welsh Local
Authorities (Centre for Public Scrutiny/Grant Thornton, 2014)


http://www.cipfa.org/cipfa-thinks/devolution
http://www.cfps.org.uk/domains/cfps.org.uk/local/media/downloads/CfPS_DEVO_WHY_RGB.pdf
http://www.cfps.org.uk/domains/cfps.org.uk/local/media/downloads/CfPS_DEVO_WHY_RGB.pdf
http://www.cfps.org.uk/publications?item=235&offset=50
http://www.localleadership.gov.uk/docs/ScrutinyOverviewFinal.pdf
http://www.cfps.org.uk/domains/cfps.org.uk/local/media/downloads/L12_286_CFPS_musical_chairs___webversion_final.pdf
http://www.grant-thornton.co.uk/Global/CfPS_Raising_the_Stakes_ENG_WEB_VERSION.pdf
http://www.grant-thornton.co.uk/Global/CfPS_Raising_the_Stakes_ENG_WEB_VERSION.pdf
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FRAUD
Introduction
6.15 Fraud costs the public sector around £21bn annually and of this total, approximately £2bn is

6.16

6.17

6.18

specifically in local government. Fraud can be a major risk to councils both financially and
reputationally and needs to be considered as part of formal risk management processes.

Local authorities are urged to make use of the guidance, toolkits and websites available to
them in developing robust processes for countering fraud.

CIPFA Code of Practice on Managing the Risk of Fraud and Corruption

In October 2014, CIPFA published its Code of Practice on Managing the Risk of Fraud and
Corruption. The Code sets out five key principles that define the governance and operational
arrangements necessary for an effective counter fraud response. These are as follows:

= Acknowledge the responsibility of the governing body for countering fraud and
corruption

The governing body should acknowledge its responsibility for ensuring that the risks
associated with fraud and corruption are managed effectively across all parts of the
organisation.

= Identify the fraud and corruption risks

Fraud risk identification is essential to understand specific exposures to risk, changing
patterns in fraud and corruption threats and the potential consequences to the
organisation and its service users.

= Develop an appropriate counter fraud and corruption strategy

An organisation needs a counter fraud strategy setting out its approach to managing its
risks and defining responsibilities for action.

=  Provide resources to implement the strategy

The organisation should make arrangements for appropriate resources to support the
counter fraud strategy.

B Take action in response to fraud and corruption

The organisation should put in place the policies and procedures to support the counter
fraud and corruption strategy and take action to prevent, detect and investigate fraud.
There should be a report to the governing body at least annually on performance against
the counter fraud strategy and the effectiveness of the strategy from the lead person(s)
designated in the strategy. Conclusions should be featured in the annual governance
statement.

The Code sets out the steps each authority should take in order to to embed effective
standards for countering fraud and corruption in their organisation. The Code is
underpinned by a set of guidance notes that explain the importance of the principles and
help organisations to apply them in practice. An assessment tool is also available to help
organisations assess the strength of their arrangements against the Code.
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The Code can be used to present to audit committees as a measure of what actions need
to be taken to improve counter fraud arrangements, building counter fraud work into good
governance for organisations.

Local government counter fraud and corruption strategy

Fighting Fraud and Corruption Locally 2016 (FFCL) is the local government counter fraud and
corruption strategy. It is endorsed by central government, the Local Government Association
and Solace. It was researched by the CIPFA Counter Fraud Centre (CCFC) and written by local
authorities for local authorities. The CCFC hosts the day to day operations of FFCL for its
independent board and it has a dedicated website with a good practice bank.

The FFCL Strategy 2016-2018 has two parts:

®  The Strategy, which contains top level messages, is aimed at chief executives, finance
directors and those charged with governance.

B The Companion, which is aimed at those involved in the day to day operations in counter

fraud in local authorities.

The Strategy contains recommendations for chief executives to ensure their authority
addresses the areas raised in the Strategy in order to create a robust response to tackling
fraud and corruption. The Companion document contains good practice as well as a checklist
which local authorities should follow and use as self-assessment. The outcome of this
assessment should be produced for leadership teams and/or audit committees.

The CCFC also conducts the CIPFA Fraud and Corruption Tracker (CFaCT), an annual survey

of local authorities asking questions devised by the FFCL Board to assess adherence and
response to the strategy. The survey is endorsed and supported by the Local Government
Association (LGA), the National Audit Office (NAO) and the National Crime Agency (NCA), and
it feeds back into the national response for the UK. Those charged with governance should
ensure completion of this survey.

Further guidance

m  CIPFA Better Governance Forum

B CIPFA Counter Fraud Centre

B CIPFA Fraud and Corruption Tracker (CFaCT)

B Code of Practice on Managing the Risk of Fraud and Corruption (CIPFA, 2014)

B Code of Practice on Managing the Risk of Fraud and Corruption: Guidance Notes
(CIPFA, 2014)

B Counter Fraud Code of Practice Assessment Tool
®  Fighting Fraud and Corruption Locally 2016
®  National Anti-Fraud Network (NAFN)
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MAINTAINING STANDARDS

6.24

6.25

6.26

6.27

6.28

6.29

6.30

Introduction

The Localism Act 2011 repealed most of the standards provisions in the Local Government Act
2000, including the statutory code of conduct, the Standards Board and the legal requirement
to have a standards committee. The 2011 Act instead imposes a duty on local authorities to
promote and maintain high standards of conduct by members and co-opted members and

an obligation to adopt a code of conduct consistent with the Nolan Principles. The 2011 Act
otherwise provides wider flexibility, reflecting localism principles, for authorities to meet the
duty structurally, and through arrangements for investigating complaints. Criminal offences
were also created dealing with the non-notification and non-disclosure of ‘disclosable
pecuniary interests’, improper participation in authority business and the provision of false
and misleading information.

It is essential that despite financial constraints authorities continue to prioritise and monitor
ethical standards.

Duty to promote and maintain high standards of conduct

This duty included in the 2011 Act links with the first principle of the CIPFA/Solace
Framework: Behaving with integrity, demonstrating strong commitment to ethical values,
and respecting the rule of law and its supporting principles. Shared values that become
integrated into the culture of an organisation and are reflected in behaviour and policy are
hallmarks of good governance.

Code of conduct

CIPFA believes that codes of conduct are an essential component of good corporate
governance for all public service bodies, as they define the values and standards of behaviour
expected of individuals. In our view nationally set codes of conduct can be used to promote
consistent standards of conduct and probity, and to provide assurance for community
stakeholders. Their existence helps minimise lapses and provides a framework for personal
accountability. Basic standards and practices should be consistent across the sector.

Members

The Department for Communities and Local Government (DCLG) has published an Illustrative
Text for Local Code of Conduct (2012) setting out what a council’s code of conduct might look
like under the 2011 Act.

The Local Government Association (LGA), with support from Solace and the Association of
Council Secretaries and Solicitors (ACSeS), has published a Template Code of Conduct based
on the seven principles of public life.

Officers and staff

Local authorities are free to decide to institute a code of conduct for their own staff. CIPFA
is working with Solace and a range of professional bodies to develop a new code of ethics
for professional leaders in local public services. The code of ethics will outline the principles
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6.32

6.33

6.34

of behaviour that promote and reinforce the highest standards from everyone in senior
professional leadership roles across the local public services.

The code is an overarching statement of ethics, based upon behaviours and therefore
focuses on the individual, as opposed to groups or organisational culture. It is intended to
be applicable to all those who hold senior management roles in local public services led by
locally elected politicians. The new code will be published in 2016.

A number of senior professionals within local public services are already subject to specific
professional codes of ethics and behaviour, and the new code does not replace these
professional codes which are likely to be more detailed in nature.

Standards committee

Local authorities are required by the Localism Act 2011 to have in place a mechanism to
investigate alleged breaches of the members’ code of conduct. At least one ‘independent’
person must be appointed to advise an authority before a decision regarding the allegation
can be made. Although no longer a legal requirement, a standards committee at a local

level can provide an effective mechanism for complaints to be investigated. It should act

as a disincentive to misconduct through objective overview and complaints handling.

Local standards committees, among other things, should help promote confidence in local
democracy. To be effective they must be chaired by an independent person, appointed
through open competition, who is able to command the trust of all political parties and of the
public.

Duty to promote and maintain standards

As well as ensuring compliance with the provisions of the 2011 Act, authorities should
consider how they will fulfill the duty to promote and maintain standards. The following
actions will help support the achievement of this duty:

B Embedding high ethical standards in the culture of the authority.
B Reinforcing high standards through positive leadership.

B Ensuring ethical awareness is addressed as part of the induction and training programme
for all members/co-opted members and providing regular updates.

®  Providing guidance to members on the application of codes of conduct and other aspects
of the authority’s ethical framework when participating in partnership bodies or other
representative roles.

B Ensuring that there are systems and appropriate sanctions in place to deal robustly with
instances of bullying and harassment which make clear to whom and how both members
and staff may complain.

B Ensuring that an effective whistleblowing policy is in place.

®  Specifying ethical requirements in contracts with suppliers responsible for delivering
public services.

B Undertaking periodic surveys of members and key officers who interact with members
to obtain their views on the application of ethical values in practice and to identify any
concerns or learning points.
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Providing a system to record gifts and hospitality and to advise on acceptable limits. The
register should be subject to regular review and public reporting.

Ensuring that an effective system for declaring and registering interests is in place.
Ensuring effective scrutiny of standards through mechanisms such as peer review.

Ensuring that financial constraints do not reduce management support for the promotion
of high ethical standards.

Ensuring that the annual governance statement provides clear accountability for
fulfilling the duty.

Properly and effectively applying arrangements for investigating and deciding on
allegations of breach of code made against members.

Further guidance

Ethics in Practice: Promoting Ethical Standards in Public Life (Committee on Standards in
Public Life, 2014)

Ethical Standards for Providers of Public Services: Guidance (Committee on Standards in
Public Life, 2014)

Standards Matter: A Review of Best Practice in Promoting Good Behaviour in Public Life
(Committee on Standards in Public Life, 2013)

LOCAL AUDIT AND AUDIT COMMITTEES

6.35

6.36

The Local audit and Accountability Act 2014

The Local Audit and Accountability Act 2014 requires that local authorities must appoint their
own auditors from 2018 when their existing audit contracts expire. This means that:

local authorities will need to appoint an auditor by 31 December preceding the financial
year for which the accounts are to be audited

the length of the audit contract should be no longer than five years

the same auditor may be reappointed at the end of the five year period
the authority must publish its choice of auditor

the decision to appoint the auditor must be made by the full council
authorities may choose to let audit contracts jointly with other authorities

the authority must publish an annual governance statement alongside the accounts and
a narrative commenting on the authority’s economy, efficiency and effectiveness

authorities are required to appoint an ‘independent auditor panel’.

Auditor responsibilities

The National Audit Office (NAO) has set out the responsibilities of local auditors. In relation
to financial statements, auditors are required to provide an opinion on whether the audited
body’s financial statements:
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B give a true and fair view of the financial position of the audited body and its expenditure
and income for the period in question

B have been prepared properly in accordance with the relevant accounting and reporting
framework as set out in legislation, applicable accounting standards or other direction.

637 Auditors also have a responsibility to satisfy themselves that the audited body has put in
place proper arrangements to secure economuy, efficiency and effectiveness in its use of
resources.

638 In relation to the annual governance statement, auditors must:
B review whether it has been presented in accordance with requirements

B  report if it does not meet these requirements or if it is misleading or inconsistent with
other information of which the auditor is aware.

639 In doing so, auditors must bear in mind the knowledge they have acquired through auditing
the annual accounts and reviewing the authority’s arrangements for securing value for
money.

The independent auditor panel

640 The new arrangements include the ability of authorities to appoint their own local public
auditors on the advice of an auditor panel and this may be done either individually or jointly
with one or more other authorities.

641 The function of the independent auditor panel is to ensure that when an authority appoints
its own auditor the independence of the external auditor is maintained. The panel is therefore
responsible for advising the authority on its relationship with its external auditor. The panel is
required to:

®  publish its advice on the authority’s choice of auditor
B advise the authority in the event of the auditor resigning or being removed

®  advise the authority on whether or not to draw up a policy regarding the provision of
non-audit services (such as consultancy) by the external auditor.

642 In addition, the authority must notify the panel if a public interest report is produced by the
auditor.

643 The independent auditor panel must have at least three members. A majority must be
independent members, one of which must be the panel chair. ‘Independence’ is further
defined in the Local Audit (Auditor Panel Independence) Regulations 2014, summarised as
follows:
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The main areas through which independence may be impaired are where the panel member has:

previous experience within the last five years as a member or officer with the authority or
another, connected authority or an officer or employee of a connected entity

a relationship (familial or friendship) with a member or officer of the authority or a connected
authority or with an officer or employee of a connected entity

a contractual (commercial) relationship with the authority — either as an individual or via a
body in which the panel member has a ‘beneficial interest’

a possible conflict of interest through being a prospective or current auditor of the authority
or, within the previous five years, is or has been:

— an employee of such a person
—  partner in a firm or

—  director of a body corporate that is a prospective or current auditor of the authority at
the given time.

Authorities are permitted to share an auditor panel and are also able to designate an

existing committee, such as the audit committee or standards committee as an auditor
panel. However, if such a committee is designated as the auditor panel it must satisfy

the regulations and provisions for auditor panels such as the requirements concerning
independence. Therefore, if the auditor panel function is performed by an existing committee
or sub-committee of the authority, the committee must ensure that its auditor panel duties
are discharged separately.

Authorities will need to consider carefully the advantages and disadvantages of the options
available to them in setting up an independent auditor panel. Where an independent auditor
panel is established and an audit committee already exists, the authority or authorities will
need to look at the areas where the functions of an independent auditor panel and audit
committee will overlap and how they will be managed.

Some issues to consider

= How will the new auditor panel fit within the overall governance structure of the
authority, and with the audit committee in particular?

®  How will the independence of the auditor panel be assured? Should independence
be wider than that specified in the regulations? For example, should it also prevent a
recently retired auditor from an audit firm being a member?

B What will be an effective composition for the panel?

B What are the skills and experience that the auditor panel will require?
B How will training and induction for the new members be provided?

= How will the auditor contract be monitored?

®  If the external auditor is asked to carry out additional non-audit work, how will the
authority ensure that the nature of the work does not impair the independence of the
external auditor?

B Where an authority contracts out its internal audit service, there is potential for conflicts
of interest if the same firm was responsible for providing both internal and external audit
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services which would need to be carefully managed. It is worth noting that the national
audit agencies will not appoint as an external auditor a firm currently undertaking
internal audit work at a council.

®  Potential for conflicts of interest should be carefully considered in respect of partnership
arrangements. For example, where the external auditor was also the internal auditor of a
partner organisation or a key provider of consultancy services at a partner organisation.

A comprehensive Guide to Auditor Panels (2015) has been published by CIPFA/DCLG setting
out:

® the options available to local authorities in England for establishing an auditor panel
®  what form such a panel can take
m  the operation and functions of the panel

B the main task of the panel.

Introduction to audit committees

Audit committees are a key component of an authority’s governance framework. Their
purpose is to provide to those charged with governance independent assurance on the
adequacy of the risk management framework, the internal control environment and the
integrity of the financial reporting and annual governance processes. By overseeing internal
and external audit it makes an important contribution to ensuring that effective assurance
arrangements are in place.

Audit committees in local authorities satisfy the wider requirements for sound financial
management. In England, according to the Accounts and Audit (England) Regulations 2011,
local authorities are 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”. Section 151 of the Local Government Act 1972 requires every local
authority to “make arrangements for the proper administration of its financial affairs”.

The Cities and Local Government Devolution Act 2016 requires combined authorities to have
an audit committee. Careful thought will be required regarding how they will fit with existing
structures.

Functions of the audit committee

Audit Committees: Practical Guidance for Local Authorities and Police (CIPFA, 2013) sets out
in detail the core functions of an audit committee. Key points are summarised below.
B Overseeing the authority’s local code of governance and annual governance statement:

— reviewing the local code of governance and any changes to the arrangements in the
year
— reviewing the annual governance statement and considering whether it:
—  — properly reflects the authority’s risk environment together with actions
required
— — demonstrates how governance supports the achievements of the authority’s
objectives.
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Overseeing and promoting the effective use of the authority’s internal audit function.

Considering the effectiveness of risk management arrangements and the control
environment, including partnerships with other organisations.

Monitoring arrangements for ensuring value for money and for managing exposure to
the risk of fraud and corruption.

Considering reports and recommendations from external audit and inspection agencies
and their implications for governance, risk management and control.

Ensuring that there are effective relationships between external audit, internal audit,
inspection agencies and other relevant bodies.

Reviewing the financial statements, external auditor’s opinion and reports to members,
and monitoring management action in response to the issues raised by external audit.

The audit committee and the auditor panel

The auditor panel and the authority’s audit committee will need to have a close working

relationship in respect of some of the panel’s duties. The main areas where their respective
duties may overlap are outlined below:

Monitoring quality and effectiveness of external audit provision.

The work undertaken by the audit committee should feed into the panel’s contract
monitoring.

Selection and rotation of the auditor.
The audit committee should be able to express an opinion.

Non-audit work carried out by external audit.

The audit committee has a role reviewing the authority’s policy on non-audit work
carried out by external audit whereas the auditor panel has to advise the authority on
the contents of any non-audit work policy and whether the authority should adopt such
a policy.

Further information on this issue is covered in Guide to Auditor Panels (CIPFA/DCLG, 2015).

Characteristics of a good audit committee

CIPFA’s guide notes that the characteristics of a good audit committee include the following:

A membership that is balanced, objective, independent of mind, knowledgeable and
properly trained to fulfil their role. The political balance of a formal committee of an
authority will reflect the political balance of the council. However, it is important to
achieve the right mix of apolitical expertise.

A membership that is supportive of good governance principles and their practical
application towards the achievement of organisational objectives.

A strong, independently minded chair who displays a depth of knowledge, skills and
interest. There are many personal qualities needed to be an effective chair, but key to
these are promoting apolitical open discussion, managing meetings to cover all business
and encouraging a candid approach from all participants. An interest in and knowledge
of financial and risk management, audit, accounting concepts and standards and the

Page 91


http://www.cipfa.org/policy-and-guidance/publications/g/guide-to-auditor-panels-pdf

DELIVERING GOOD GOVERNANCE IN LOCAL GOVERNMENT: GUIDANCE NOTES FOR ENGLISH AUTHORITIES \ 2016 EDITION

regulatory regime are also essential. A specialism in one of these areas would be an
advantage.

B Unbiased attitudes — treating auditors, the executive and management fairly.

B The ability to challenge the executive and senior managers when required.

Benefits of an audit committee

654 An effective audit committee can:
m  promote the principles of good governance and their application to decision making
®  help to ensure an authority achieves value for money
B give additional assurance through a process of independent and objective review

®  help achieve the authority’s objectives by assisting in improving the adequacy and
effectiveness of risk assessment, risk management and internal control

= reinforce the objectivity, importance and independence of internal and external audit
and therefore the effectiveness of the audit function

B raise awareness of the need for sound control and the implementation of
recommendations by internal and external audit

B assist the authority in implementing the values of ethical governance including effective
arrangements for countering risks of fraud and corruption

B ensure effective arrangements exist for enabling a whistleblower to report irregularities

®  promote measures to improve transparency and accountability and for effective public
reporting to the authority’s stakeholders and local community.

Further guidance

B Audit Committees: Practical Guidance for Local Authorities and Police (CIPFA, 2013)

B Better Governance Forum — Audit Committee briefings
B Guide to Auditor Panels (CIPFA/DCLG, 2015)
B Local Government Governance Review 2015: All Aboard? (Grant Thornton, 2015)
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APPENDIX A

Comparison with Framework
published in 2007

The following table compares the principles from the Framework (2007) with those included in

the revised Framework (2016).

Principles from 2016 Principles from 2007

A. Behaving with integrity, demonstrating
strong commitment to ethical values, and
respecting the rule of law

B Behaving with integrity

B Demonstrating strong commitment to ethical
values

B Respecting the rule of law

B. Ensuring openness and comprehensive
stakeholder engagement

B Openness

B Engaging comprehensively with institutional
stakeholders

B Engaging with individual citizens and service
users effectively

Promoting values for the authority and

demonstrating the values of good governance
through upholding high standards of conduct
and behaviour

Ensuring authority members and officers
exercise leadership by behaving in ways that
exemplify high standards of conduct and
effective governance

Ensuring that organisational values are put in
place and are effective

Engaging with local people and other
stakeholders to ensure robust public
accountability

Exercising leadership through a robust
scrutiny function which effectively engages
local people and all local institutional
stakeholders, including partnerships,

and develops constructive accountability
relationships

Taking an active and planned approach to
dialogue with and accountability to the public
to ensure effective and appropriate service
delivery whether directly by the authority, in
partnership, or by commissioning

Making the best use of human resources by
taking on active and planned approach to
meet responsibility to staff
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In addition to the overarching requirements for
acting in the public interest in principles A and B
(2016 Framework), achieving good governance in the
public sector also requires effective arrangements
for the following:

C. Defining outcomes in terms of sustainable Focusing on the purpose of the authority

economic, social, and environmental benefits and on outcomes for the community and

B Defining outcomes creating and implementing a vision for the
local area

B Sustainable economic, social and environmental
benefits B Exercising strategic leadership by

developing and clearly communicating
the authority’s purpose and vision and its
intended outcomes for citizens and service
users

B Ensuring that users receive a high quality of
service whether directly, or in partnership or
by commissioning

B Ensuring that the authority makes best use
of resources and that tax payers and service
users receive excellent value for money

D. Determining the interventions necessary
to optimise the achievement of the intended
outcomes

B Determining interventions
B Planning interventions

B Optimising achievement of intended outcomes
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E. Developing the entity’s capacity, including the Developing the capacity and capability of

capability of its leadership and the individuals

within it
B Developing the entity’s capacity

B Developing the capability of the entity’s
leadership and other individuals

F. Managing risks and performance through
robust internal control and strong public
financial management

B Managing risk

B Managing performance

Robust internal control

Managing data

Strong public financial management

members and officers to be effective

Making sure that members and officers
have the skills, knowledge, experience and
resources they need to perform well in their
roles

Developing the capability of people with
governance responsibilities and evaluating
their performance, as individuals and as a
group

Encouraging new talent for membership

of the authority so that best use can be
made of individuals skills and resources in
balancing continuity and renewal

Members and officers working together to

achieve a common purpose with clearly
defined functions and roles

Ensuring effective leadership throughout
the authority and being clear about
executive and non-executive functions
and of the roles and responsibilities of the
scrutiny function

Ensuring that a constructive working
relationship exists between authority
members and officers and that the
responsibilities of authority members and
officers are carried out to a high standard
Ensuring relationships between the

authority and the public are clear so that
each knows what to expect of the other

Taking informed decisions which are subject
to effective scrutiny and managing risk

Being rigorous and transparent about how
decisions are taken and listening and acting
on the outcome of constructive scrutiny

Having good-quality information, advice
and support to ensure that services are
delivered effectively and are what the
community wants/needs

Ensuring that an effective risk management
system is in place

Using their legal powers to the full benefit
of the citizens and communities in their
area
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G. Implementing good practices in transparency,
reporting, and audit to deliver effective
accountability

B Implementing good practice in transparency
B Implementing good practices in reporting

B Assurance and effective accountability
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APPENDIX B

Principles of good governance

(summary)

This Appendix summarises key reports that have influenced the development of good
governance in local government.

THE CADBURY REPORT (1992)

The Report of the Committee on the Financial Aspects of Corporate Governance (the Cadbury
Report) identified three fundamental principles of corporate governance as follows:

Openness

An open approach is required to ensure all interested parties are confident in the
organisation itself. Being open in the disclosure of information leads to effective and
timely action and lends itself to necessary scrutiny.

Integrity

This is described as both straightforward dealing and completeness. It should be
reflected in the honesty of an organisation’s annual report and its portrayal of a
balanced view. The integrity of reports depends on the integrity of those who prepare
and present them which, in turn, is a reflection of the professional standards within the
organisation.

Accountability

This is the process whereby individuals are responsible for their actions. It is achieved
by all parties having a clear understanding of those responsibilities, and having clearly
defined roles through a robust structure.

The Cadbury Report defined these three principles in the context of the private sector,
and, more specifically, of public companies, but they are as relevant to public service
bodies as they are to private sector entities.

REPORTS FROM THE COMMITTEE ON STANDARDS IN PUBLIC LIFE
(1995 — PRESENT)

Aspects of corporate governance in the public services are addressed by the Committee on
Standards in Public Life, which was established in 1994 to examine concerns about standards
of conduct by holders of public office.

Standards of conduct are regarded as one of the key dimensions of good governance.
The Committee’s first report, Standards in Public Life, published in May 1995, identified
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and defined seven general principles of conduct which should underpin public life, and
recommended that all public service bodies draw up codes of conduct incorporating these

principles.

655 A revised description of the principles of public life is included in the Committee’s report
Standards Matter: A Review of Best Practice in Promoting Good Behaviour in Public Life
(2013). They are as follows:

Selflessness

Holders of public office should act solely in terms of the public interest.

Integrity

Holders of public office must avoid placing themselves under any obligation to people
or organisations that might try inappropriately to influence them in their work. They
should not act or take decisions in order to gain financial or other material benefits for

themselves, their family, or their friends. They must declare and resolve any interests
and relationships.

Objectivity
Holders of public office must act and take decisions impartially, fairly and on merit using
the best evidence and without discrimination or bias.

Accountability

Holders of public office are accountable to the public for their decisions and actions and
must submit themselves to the scrutiny necessary to ensure this.

Openness

Holders of public office should act and take decisions in an open and transparent
manner. Information should not be withheld from the public unless there are clear and
lawful reasons for doing so.

Honesty
Holders of public office should be truthful.
Leadership

Holders of public office should exhibit these principles in their own behaviour. They
should actively promote and robustly support the principles and be willing to challenge
poor behaviour wherever it occurs.

GOOD GOVERNANCE STANDARD FOR PUBLIC SERVICES (2004)

In 2004, the Independent Commission on Good Governance in Public Services published a set

of common principles that it wants all public sector organisations to adopt. The commission,
set up by CIPFA in conjunction with the Office for Public Management, says there should be a
common governance standard for public services similar to the private sector’s UK Corporate
Governance Code (formerly the Combined Code).
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APPENDIX B \ PRINCIPLES OF GOOD GOVERNANCE (SUMMARY)

The Good Governance Standard for Public Services (2004) builds on the principles of public
life by setting out six core principles that it recommends should underpin the governance
arrangements of all public service bodies. These are summarised below:

B Aclear definition of the body’s purpose and desired outcomes.
B Well-defined functions and responsibilities.

B An appropriate corporate culture.

B Transparent decision-making.

B A strong governance team.

B Real accountability to stakeholders.

INTERNATIONAL FRAMEWORK: GOOD GOVERNANCE IN THE
PUBLIC SECTOR (2014)

In July 2014 CIPFA, in association with the International Federation of Accountants

(IFAC), published the International Framework: Good Governance in the Public Sector. The
international framework supersedes the 2004 CIPFA/OPM Good Governance Standard for the
Public Services. It places the attainment of sustainable economic, societal and environmental
outcomes as a key focus of governance structures and processes and stresses the importance
of taking account of the impact of current decisions and actions on future generations.

The core principles and sub-principles from the International Framework have been
interpreted for a local government context in Delivering Good Governance in Local
Government: Framework (CIPFA/Solace, 2016).
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APPENDIX C
Glossary

Accountability

The obligation of public sector organisations to citizens and other stakeholders to account,
and be answerable to, democratically chosen supervisory bodies, for their policies, decisions,
and actions, particularly in relation to public finances.

Annual governance statement or report

The mechanism by which an organisation publicly reports on its governance arrangements
each year.

Arrangements

Includes political, economic, social, environmental, legal, and administrative structures and
processes, and other arrangements.

Assurance

An assurance engagement in which a practitioner expresses a conclusion designed to
enhance the degree of confidence of the intended users, other than the responsible party,
on the outcome of the evaluation or measurement of a subject matter against criteria.
Under the IAASB’s International Framework for Assurance Engagements, there are two types
of assurance engagements a practitioner is permitted to perform: a reasonable assurance
engagement and a limited assurance engagement. For more information, see the IAASB’s
Glossary of Terms in the 2013 Handbook of International Quality Control, Auditing, Review,
Other Assurance, and Related Services Pronouncements.

Audit committee

The governance group independent from the executive charged with providing oversight of
the adequacy of the risk management framework, the internal control environment, and
integrity of financial reporting.

Benefits

Outcomes that are to the benefit of a public sector organisation’s stakeholders that can be of
an economic, social, or environmental nature.

Budget documents

Financial expressions of service plans that set the limits of expenditure authorisation for
managers.
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Capabilities

The professional knowledge, professional skills, and professional values, ethics, and attitudes
required to demonstrate competence.

Capacity

The underlying governance and staffing structures of a public sector organisation necessary
to remain fit for purpose — being able to deliver the planned services.

Capital(s)/resource(s)

Stocks of value on which all organisations depend for their success as inputs to their business
model, and which are increased, decreased, or transformed through the organisation’s
business activities and outputs. The capitals are categorised in the International Framework:
Good Governance in the Public Sector (CIPFA/IFAC, 2014) as financial, manufactured,
intellectual, human, social and relationship, and natural.

Code of Conduct

Principles, values, standards, or rules of behaviour that guide the decisions, procedures and
systems of an organisation in a way that contributes to the welfare of its key stakeholders
and respects the rights of all constituents affected by its operations.

Commissioning

Depending on the context, either:

B the process of deciding what work or services are needed, whether they should be sought
by delegation, the use or setting up of some new body, or by competition, and, if by
competition, what sort of contract to use

B in care, the collective term for all the process involved in meeting an assessed need;
deciding which service is needed to meet it, and specifying this service, procuring it and
monitoring it.

Conformance

Compliance with laws and regulations, best practice governance codes, accountability, and

the provision of assurances to stakeholders in general. The term can refer to internal factors
defined by the officers, shareholders, or constitution of an organisation, as well as external

forces, such as consumer groups, clients, and regulators.

Cyber security
A specialised form of ICT security specifically focused on (external) networks and internet
connections (addressing threats from ‘cyber space’).

Effectiveness

The relationship between actual results and service performance objectives in terms of
outputs or outcomes. Effectiveness describes the relationship between an organisation’s
actual results and its service performance objectives.
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APPENDIX C \ GLOSSARY

Efficiency

The relationship between inputs and outputs, or inputs and outcomes. An efficiency indicator
can be used to show when a service is being provided more (or less) efficiently compared
to previous reporting periods, expectations, comparable service providers, or benchmarks
derived, for example, from best practices within a group of comparable service providers.

Ethical values

Standards or principles that are commonly considered to be good. Ethical values can change
over time and differ between societies or cultures.

Ethics

A system of moral principles by which human actions may be judged.

Executive

Executive management and/or chief executive.

External audit

Independent, qualified person(s) who carry out a review to give assurance to external
stakeholders on an organisation’s financial statements, systems, and processes.

Governance

Comprises the arrangements (including political, economic, social, environmental,
administrative, legal, and other arrangements) put in place to ensure that the intended
outcomes for stakeholders are defined and achieved.

Governing body

The person(s) or group with primary responsibility for overseeing an organisation’s strategic
direction, operations, and accountability. This is the full council in a local authority.

Independence

a. Independence of mind — the state of mind that permits the expression of a conclusion
without being affected by influences that compromise professional judgement, thereby
allowing an individual to act with integrity and exercise objectivity and professional
scepticism.

b. Independence in appearance — the avoidance of facts and circumstances that are
so significant that a reasonable and informed third party would be likely to conclude,
weighing all the specific facts and circumstances, that a firm’s, or a member of the
audit or assurance team’s, integrity, objectivity or professional scepticism has been
compromised.

Input(s)

Capitals/resources used to generate and deliver services to achieve intended outcomes.
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Institutional stakeholders

The other organisations/bodies with which a public sector organisation needs to work to
improve services and outcomes, or organisations to which it is accountable.

Integrated report

A concise communication about how an organisation’s strategy, governance, performance,
and prospects, in the context of its external environment, lead to the creation of value in the
short, medium, and long term.

Integrated reporting

A process that results in communication by an organisation, most visibly through a periodic
integrated report, about value creation over time.

Integrated services

Two or more services which are functions of different bodies, when provided seamlessly by
one of them, or by a joint body.

Integrity

Holders of public office must avoid placing themselves under any obligation to people or
organisations that might try inappropriately to influence them in their work. They should not
act or take decisions to gain financial or other material benefits for themselves, their family,
or their friends. They must declare and resolve any such interests and relationships.

Internal auditing

An independent, objective assurance and consulting activity designed to add value and
improve an organisation’s operations. It helps an organisation accomplish its objectives by
bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk
management, control, and governance processes.

Internal control

The term ‘internal control’ can have multiple meanings, including the following:

m A system or process
The entirety of an organisation’s system of internal control, ie an organisation’s internal
control system.

®  An activity or measure
The actual measure to treat risks and to effect internal control, ie individual internal
controls.

= A state or outcome
The outcome of the internal control system or process, ie an organisation achieving or
sustaining appropriate or effective internal control.

See Evaluating and Improving Internal Control in Organizations (IFAC, 2012) for a more
detailed definition.
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Interventions

The means by which the public sector achieves its outcomes. These include:

®  enacting legislation or regulations

B  delivering goods and services

B redistributing income through mechanisms such as taxation or social security payments

= the ownership of assets or entities, such as state-owned enterprises.

Joint boards

Joint bodies set up by order to discharge specified functions of specified local authorities.

Joint committees

Joint bodies set up by agreement to discharge functions and carry out activities jointly on
behalf of local authorities or their executives.

Joint venture agreements

These specify what each partner will do to further the venture, and at what stage.

Joint ventures

Enterprises in which two or more partners join, and in which they share the risks and rewards.

Leadership team

Comprises the governing body and management team.

Local authority company

A company in which a local authority has shares, rights to appoint some or all of the
directors, or other legal interests.

Management

Person(s) with executive responsibility for the conduct of the public sector organisation’s
operations.

Management team

Group of executive staff comprising senior management charged with the execution of
strategy.

Memorandum of association

The registered objectives of a company.

Outcome(s)

The impacts on society, which occur as a result of the organisation’s outputs, its existence,
and operations. There may be a strong, direct causal link between an organisation’s actions
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and its achievements with respect to outcomes, but this will not always be the case.
Factors beyond the organisation’s control may intervene to either hinder or facilitate the
achievement of outcomes.

Outcome target/service performance objective

A description of the planned result(s) that an organisation is aiming to achieve expressed
in terms of inputs, outputs, outcomes, efficiency, or effectiveness. Service performance
objectives may be expressed using performance indicators of inputs, outputs, outcomes,
efficiency, or effectiveness.

Output(s)

The services provided by an entity to recipients external to the organisation.

Performance

An organisation’s achievements relative to its strategic objectives and its outcomes in terms
of its effects on the capitals.

Performance indicators

Quantitative measures, qualitative measures, and/or qualitative discussions of the nature
and extent to which an organisation is using resources, providing services, and achieving its
service performance objectives. The types of performance indicators used to report service
performance information relating to inputs, outputs, outcomes, efficiency, and effectiveness.

Performance management system

Mechanisms to monitor service delivery throughout all stages in the process, including
planning, specification, execution, and independent post-assessment review.

Public financial management

The system by which financial resources are planned, directed, and controlled to enable and
influence the efficient and effective delivery of public service goals.

Public interest

The net benefits derived for, and procedural rigor employed on behalf of all society in relation
to any action, decision, or policy.

Public sector services

All the outputs of a public sector organisation, such as products, services, or regulation
geared toward achieving certain outcomes.

Reporting process

The people and processes involved in the preparation, review, approval, audit (when relevant),
analysis, and distribution of a public sector organisation’s reports, both internal and external.
All sections in the process need to be robust and closely connected to yield effective reports.
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Risk

ISO Standard 31000:2009 — Risk Management defines risk as “the effect of uncertainty on
objectives”, which can be positive or negative.

Risk management

ISO Standard 31000:2009 — Risk Management defines risk management as “co-ordinated
activities to direct and control an organization with regard to risk”.

Rule of law

Observing legal requirements. The rule of law also implies having effective mechanisms to
deal with breaches of legal and regulatory provisions.

Social enterprise
A body which:

B carries on a business for some specified social or environmental purpose
m  devotes the greater part of any surpluses to achieving this purpose

®  depends primarily on trading for this purpose and not on grants, covenants or donations.

Social value

Social value is concerned with social, economic and environmental wellbeing. In England and
Wales, the Public Services (Social Value) Act 2012 requires public bodies to consider how the
services they commission and procure might improve the economic, social and environmental
wellbeing of the area.

Staff mutual

A loose collective term for bodies formed by buy-outs in which staff have had some part.

Stakeholder

Any person, group, or entity that has an interest in a public sector organisation’s activities,
resources, or output, or that is affected by that output. Stakeholders can include regulators,
shareholders, debt holders, employees, customers, suppliers, advocacy groups, governments,
business partners, and society as a whole.

Stakeholder engagement

Communication and consultation between a public sector organisation and the internal and
external stakeholders it engages with.

Strategic planning

A process by which an organisation’s vision is translated into defined objectives and
associated steps to achieve them.
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Strategy

Long-term plan or policy.

Stewardship

Responsible planning, management, and accountability of the use and custody of a public
sector organisation’s resources.

Sustainability

The capacity of an individual entity, community, or global population to continue to survive
successfully by meeting its intended economic, environmental, and social outcomes while
living within its resource limits.

Tone at the top

The words and deeds of an organisation’s governing body and senior management that
determine its values, culture, and the behaviour and actions of individuals; also defined as
‘leading by example’.

Transparency

Openness about the outcomes a public sector organisation is pursuing, the resources
necessary or used, and the performance achieved.

Useful information

Information that is relevant to users and faithfully represents what it purports to represent.
The usefulness of information is enhanced if it is comparable, verifiable, timely, and
understandable.

Value for money

Achieving ‘value for money’ is often described in terms of economy, efficiency, and
effectiveness.

Values

What an entity and individuals stand for; also described as standard operating principles.

Whole-system approach

Based on the argument that public financial management (PFM) will be more effective and
more sustainable if there is a balance across the full range of PFM processes, buttressed

by effective national, sub-national, and supra-national organisations and, in the context of
international development, supported by relevant donor contributions. It defines how the
key constituent parts (such as external assurance and scrutiny, financial reporting, and audit
standards) contribute to the integrity of the whole system.
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