THUNTON

@EANE%%ONW Corporate Governance Committee

You are requested to attend a meeting of the Corporate
Governance Committee to be held in The John Meikle Room, The
Deane House, Belvedere Road, Taunton on 18 May 2009 at
18:15.

Agenda
1 Appointment of Chairman of the Corporate Governance Committee
2 Appointment of Vice-Chairman of the Corporate Governance Committee

3 Apologies
4 Minutes of the meeting of the Committee held on 16 March 2009 (attached)
5 Public Question Time

6 Declaration of Interests. To receive declarations of personal or prejudicial
interests, in accordance with the Code of Conduct (attached)

7 Risk Management Strategy (attached)

8 Annual Audit and Inspection Letter 2007/2008. Report of the Strategic Director
(attached)

9 Economic Development progress on Internal Audit recommendations. Report of
the Economic Development and Regeneration Manager (attached)

10 Comprehensive Area Assessment Update. Report of the Client and
Performance Lead (attached)

11 Annual Governance Statement 2009/2010 (attached)

12 Internal Audit Annual Report 2008/2009. Report of the Group Auditor, South
West Audit Partnership (attached)

Tonya Meers
Legal and Democratic Services Manager



05 January 2010



Members of the public are welcome to attend the meeting and listen to the discussions.

There is time set aside at the beginning of most meetings to allow the public to ask
questions.

Speaking under “Public Question Time” is limited to 4 minutes per person in an overall
period of 15 minutes. The Committee Administrator will keep a close watch on the time
and the Chairman will be responsible for ensuring the time permitted does not overrun.
The speaker will be allowed to address the Committee once only and will not be allowed
to participate further in any debate.

If a member of the public wishes to address the Committee on any matter appearing on
the agenda, the Chairman will normally permit this to occur when that item is reached and
before the Councillors begin to debate the item.

This is more usual at meetings of the Council’s Planning Committee and details of the
“rules” which apply at these meetings can be found in the leaflet “Having Your Say on
Planning Applications”. A copy can be obtained free of charge from the Planning
Reception Desk at The Deane House or by contacting the telephone number or e-mail
address below.

If an item on the agenda is contentious, with a large number of people attending the
meeting, a representative should be nominated to present the views of a group.

These arrangements do not apply to exempt (confidential) items on the agenda where
any members of the press or public present will be asked to leave the Committee Room.

Full Council, Executive, Committees and Task and Finish Review agendas, reports and
minutes are available on our website: www.tauntondeane.gov.uk

g Lift access to the John Meikle Room and the other Committee Rooms on the first
floor of The Deane House, is available from the main ground floor entrance. Toilet
facilities, with wheelchair access, are also available off the landing directly outside the
Committee Rooms.

An induction loop operates to enhance sound for anyone wearing a hearing aid or
using a transmitter.

For further information about the meeting, please contact Democratic Services on
01823 356382 or email d.durham@tauntondeane.gov.uk



http://www.tauntondeane.gov.uk/
mailto:d.durham@tauntondeane.gov.uk

Corporate Governance Committee Members:-

Councillor B Denington
Councillor A Govier
Councillor R Henley - Leader of the Council
Councillor A Paul
Councillor M Whitmarsh
Councillor J Williams
Councillor A Beaven
Councillor A Wedderkopp
Councillor N Wilson
Councillor J O’'Brien
Councillor P Critchard



AGENDA ITEM NO. 4

Corporate Governance Committee — 16 March 2009

AGENDA ITEM NO. 4

Present: Councillor Williams (Chairman)
Councillors Beaven, Denington, Govier, Horsley, Paul,
Mrs Smith, A Wedderkopp and Mrs Whitmarsh

Officers: Ms S Adam (Strategic Director)
Mrs G Croucher (Democratic Services Officer)
Mr C Gunn (Group Auditor, South West Audit Partnership)
Mrs T Meers (Legal and Democratic Services Manager)
Mr D Woodbury (Health and Safety Advisor)

Also Present:Mrs A Elder (Chairman, Standards Committee), Mr T Bowditch (Audit
Commission) and Mr P Weaver

(The meeting commenced at 6.15 pm)

1. Apologies/Substitution
Apologies:  Councillor Henley (Vice-Chairman) and Councillor Critchard.
Substitution: Councillor Horsley for Councillor Henley

2. Minutes

The minutes of the meeting held on 16 December 2008 were taken as read
and were signed.

3. Declarations of Interest

Councillors Govier and Paul declared personal interests as Members of
Somerset County Council and Councillor Denington declared a personal
interest as a Board member of the South West Audit Partnership

4. Standards Committee Annual Report 2008

Mrs Anne Elder, Chairman of the Standards Committee, presented the Annual
Report of the Standards Committee for 2008.

The Committee had been in operation since 2000 and membership was made
up of a majority of independent members who were not connected with the
Council, together with three Parish Council representatives and one Councillor
each from the political groups on the Council. There was a requirement for the
Chairman to be chosen from the independent members.

A number of membership changes had taken place in the last year. The
Chairman of the Committee since 2000, Mr David Baker, had decided to step
down and his contribution to the work of the Standards Committee was
acknowledged. Following the introduction of the new Local Standards
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Framework, a third Parish Council representative had also been appointed and
the vacancies for independent members had been filled.

New regulations in May 2008 introduced a locally managed framework of
compliance with the Code of Conduct. Local Standards Committees were now
responsible for making initial assessments of allegations of misconduct and
the sanctions, if any, to be imposed. The Standards Board for England would
provide support, supervision and guidance and aimed to ensure a degree of
consistency.

Since the introduction of the Local Assessment Scheme four complaints had
been received and considered by the Assessment Sub-Committee. Three of
the complaints had been referred for investigation and it had been decided not
to proceed with the fourth.

The Standards Committee was responsible for:-

e Promoting and maintaining high standards of conduct by the Members
and co-opted Members of the Authority;

e Assisting Members to observe the Code of Conduct;
e Advising on the adoption of a Code of Conduct;
e Monitoring its operation;

e Advising, training or arranging to train Members on matters relating to
the code;

e Assessing and reviewing complaints about Members;

e Conducting Determination Hearings;

e Granting dispensations to Members with prejudicial interests; and

e Granting exemptions for politically restricted posts.
Mrs Elder gave a review of the past year that included:-
The strengthening of links with Parish Councils;
Members of the Committee had been represented at the Annual Assembly of
Standards Committee, the South West Independent Members Group and the
annual Standards Board for England Conference;

The continued sharing of good practices with colleagues;

Most Councillors continued to recognise the benefits of high ethical standards
and the level of advice sought on ethics and probity was reassuring and
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Successful training sessions had taken place on the new Code of Conduct and
further training would be available.

In the forthcoming year it was hoped to introduce performance indicators and
targets in order to monitor the work of the Committee. It was also hoped that
the Committee’s profile could be raised.

The Chairman thanked Mrs Elder for her very informative report.
Resolved that the report be noted.
Risk Management Update

Pete Weaver briefed Members on strategic risk management and provided an
update on the improvement work underway. This included:-

¢ The Risk Management Strategy was currently being refreshed.
Members discussed the content and objectives of the new Strategy.
A redraft of the Strategy would be presented at the next meeting;

e The Corporate Strategic Risk Register was also being refreshed and
Members were updated on the key risks facing the Council. They
were also advised that the Corporate Management Team (CMT)
was currently drafting action plans for each of these. Members
were keen that risk management was seen as part of “the day job”
and not something “additional”;

e Members requested that our process/format was reviewed to align
with those of our key partners. They were assured that this had
been taken into account;

e Members asked to ensure that Health and Safety was linked to the
Corporate Risk Register. It was confirmed that this was in hand;
and

e Members asked that CMT focus attention on the things they can
influence.

Changes to the Constitution

The Constitutional Sub-Committee had recently reviewed the Powers and
Procedure Rules for Overview and Scrutiny and the recommendations were
presented to Members by the Legal and Democratic Services Manager, Mrs
Tonya Meers.

Members discussed the recommended amendments and agreed changes
proposed by the Sub-Committee.

Resolved that Council be recommended to agree the proposed amendments
to the Powers and Procedure Rules for Overview and Scrutiny.
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10.

Review of the Internal Audit Charter

Considered report previously circulated, setting out the terms of reference of
the Internal Audit Charter. The Charter governed the work of the South West
Audit Partnership (SWAP) at Taunton Deane Borough Council.

Details of the Internal Audit Charter were submitted for consideration and
review by Members.

Resolved that the Internal Audit Charter be adopted.

Internal Audit Plan 2009/2010

Submitted for consideration the Internal Audit Plan 2009/2010.

The Plan had been drawn up to reflect the wide range of work undertaken by
the Internal Audit Section and comprised four main areas of activity:-
Operational Reviews; Governance, Fraud and Corruption; Key Control Audits

and Other Audit Activity.

Details of the reviews planned for 2009/2010 were submitted for consideration
by Members.

Resolved that the Internal Audit Plan for 2009/2010 be agreed.

Internal Audit Plan — Progress Review

Considered report previously circulated, which provided an update on the
significant findings and recommendations for the period January to March
2009.

Details were also reported of the operational audits completed since
December 2008 which included the main issues raised and the management
responses.

Members felt that further assurances were needed and it was agreed to invite
the Economic Development Manager and the Chief Housing Officer to the

next meeting of the Committee.

Details of the managed audits currently underway were provided, together
with details of the audits to be finalised before the end of the financial year.

Resolved that the report be noted.
Health and Safety Monitoring Report

Mr David Woodbury, the Health and Safety Advisor updated Members on the
Health and Safety Forward Plan.

Details of the progress made on priority issues was provided.
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11.

Resolved that the current position be noted.
Forward List of Agenda Iltems

The proposed Forward Programme for the Corporate Governance Committee
was circulated for information.

Resolved that the Forward Programme be noted.

(The meeting ended at 8 p.m.)
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AGENDA ITEM NO. 6

Declaration of Interests

AGENDA ITEM NO. 6

Corporate Governance Committee
e Members of Somerset County Council — Councillors Govier, Henley

and Paul

e Employee of Somerset County Council — Councillor Mrs Smith
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AGENDA ITEM NO. 7

AGENDA ITEM NO. 7

TAUNTON DEANE BOROUGH COUNCIL

CORPORATE GOVERNANCE COMMITTEE 18™ MAY 2009

Report of Strategic Director (Shirlene Adam)
(This matter is the responsibility of the Leader of the Council Cllr Henley)

RISK MANAGEMENT STRATEGY

EXECUTIVE SUMMARY

This report requests approval of the updated Risk Management Strategy for
Taunton Deane Borough Council.

The original strategy was approved by this committee in 2006. The update
reflects best practice and will be put in place across the Council.

2.3

Purpose of Report
To seek approval for the Councils updated risk management strategy.

Background

The Councils original risk management strategy was approved by this
Committee in 2006. In order to ensure that we continue to encourage
best practice in this area, the strategy has recently been reviewed and
updated. The Council employed Pete Weaver, a specialist in risk
management, to assist with this process, and to provide some external
challenge to our current arrangements.

Members of the Corporate Governance Committee debated an early
draft of the refreshed strategy at their meeting on 16™ March 2009.
Senior Managers have recently received training on this to ensure they
are following the guidelines and work will continue to ensure this is
embedded throughout the organisation.

Recommendation
The Corporate Governance Committee is requested to approve the
updated Risk Management Strategy attached at Appendix A.

Contact Officer:

Shirlene Adam

Strategic Director

Tel: (01823) 356310

Email: s.adam@tauntondeane.gov.uk
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APPENDIX 1

EAUNTON
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Risk Management Strategy,
Policy and Procedures
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DOCUMENT DISTRIBUTION SHEET

This Document has been distributed to:

NAME

POSITION

DATE OF
ISSUE

Penny James

CEO

Shirlene Adam

Strategic Director

Kevin Toller

Strategic Director

Brendan Cleere

Strategic Director

Joy Wishlade

Strategic Director

Cllr Ross Henley

Leader of the Council

ClIr John Williams

Chairman of Corporate
Governance Committee
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IMPORTANT NOTE

This document will be made available electronically to all employees and
other persons working on behalf of Taunton Deane Borough Council.

The document contains important information and advice regarding risk
management and YOU MUST READ IT CAREFULLY. If you do not
understand anything or you have any questions you must raise them with your
manager or supervisor.

Employees and contractors are encouraged to make constructive comments
on the policy and on any other matter, which could help to improve standards
of risk management within Taunton Deane Borough Council.

Copyright © Quintin Associates Ltd 2009

All rights reserved. No part of this publication may be reproduced, stored in a
retrieval system, or transmitted in any form or by any means, electronic,
mechanical, photocopying, recording, or otherwise, without the written
permission of Quintin Associates Ltd

This document may not be lent, resold, hired out or otherwise disposed of by
way of trade in any form of binding or cover other than that in which it is
published without the prior consent of Quintin Associates Ltd.
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RISK MANAGEMENT POLICY

Ross Henley - Leader of the Council

Taunton Deane Borough Council is a progressive Local
Authority with clear plans to improve the Borough. With the
size of the change programme ahead it is inevitable that we
. will have to face many risks However, we will approach
these risks in a business-like way, taking into account the
likelihood and consequences of particular decisions and
forming a balanced view of how to maximise potential
benefits for the community. Our policy therefore is not to eliminate risk but to
manage it in a positive and professional way.

Penny James - Chief Executive

In order to effectively manage risk it is essential that we
have a corporate policy backed up by a practical
methodology and clear procedures. Responsibilities
need to be clearly defined and allocated to ensure
accountability and risks must be monitored to ensure
that we can respond quickly to any changes.

There must be a clear mechanism for changing the priority of risks so that
they can move both up and down risk registers and between them. Risk
Management must be embedded in the organisation and become an
everyday consideration for all members of staff.

We are pleased to adopt this strategy which, we believe, will assist us in
managing risk.

Signed.......cooooiiiiii Signed.......coooviiiiii,
Ross Henley Penny James

Leader of the Council Chief Executive

Date.............. Date..............
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INTRODUCTION

Risk management is an important element of management and in planning
and providing the safe delivery of economic, efficient, and effective Council
services. It is recognised as an integral part of good management practice.
To be most effective, risk management should become part of this Council’s
culture. It should be part of our philosophy, practices and service plans rather
than viewed as a separate initiative. When this is achieved, risk management
becomes the business of everyone in the organisation.

“The management of integrated or holistic business risk in a manner
consistent with the virtues of economy, efficiency and effectiveness. In
essence it is about making the most of opportunities (making the right
decisions) and about achieving objectives once those decisions are
made. The latter is achieved through controlling, transferring and living
with risks”

ZMMS/SOLACE(2000) Chance or choice?

This document sets out Taunton Deane Borough Council’s Risk Management
Strategy. It covers:

. What is meant by risk management

. Why we need a risk management strategy

. The philosophy of our risk management

. An overview of the methodology to be adopted and its links with

existing processes
. A summary of the implementation timetable

. An outline of the associated roles and responsibilities of members, the
Chief Executive and Directors and other employees.

. A summary of future monitoring and reporting lines for risk
management
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DEFINITIONS

Hazard/Threat

A hazard or threat is anything that has the potential to cause injury, loss, harm
or other adverse effect to the Council or persons and organisations who are
affected by the activities of the Council

Opportunity

An opportunity is a situation or circumstance that has the potential to be
advantageous to the Council or persons and organisations who are affected
by the Council’s activities.

Risk

A Risk in this context is the threat that an event or action will adversely affect
an organisation’s ability to achieve its objectives and to successfully execute

its strategies and the danger that opportunities are missed or fail to reach
fruition. In short it is the variation in outcomes around an expectation.

Risk Assessment

Risk assessment is a technical process designed to rank risks by comparing
the product of the perceived likelihood or probability of a risk event occurring
and the perceived severity of consequence.

Risk Management

Risk Management is the process by which risks are identified, evaluated and
controlled. It is one of the key elements of the framework of governance
together with community focus; structures and processes, standards of
conduct and service delivery arrangements

Corporate Governance

Corporate Governance is defined in the CIPFA/SOLACE Corporate
Governance in Local Government — A Keystone for Community Governance:
Guidance Note as:

“The system by which local authorities direct and control their functions and
relate to their communities”.

A key aspect of this is the adoption by authorities of local corporate
governance codes. The Audit Commission guidance (see Annex A) notes
that these codes should reflect the requirement to put in place.

“Effective risk management systems, including systems of internal control and
an internal audit function”.
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Internal Control

The Turnbull Guidance, as incorporated into the Combined Code on
Corporate Governance, defines internal control as follows:

“...an internal control system encompasses the policies, processes, tasks,
behaviours and other aspects of a company that, taken together:

. Facilitate its effective and efficient operation by enabling it to respond
appropriately to significant business, operational, financial, compliance
and other risks to achieving the company’s objectives. This includes
the safeguarding of assets from inappropriate use or from loss and
fraud, and ensuring that liabilities are identified and managed;

o Help ensure the quality of internal and external reporting. This
requires the maintenance of proper records and processes that
generate a flow of timely, relevant and reliable information from within
and outside the organisation;

o Help ensure compliance with applicable laws and regulations, and also
with internal policies with respect to the conduct of business”.

A company’s system of internal control will reflect its control environment
which encompasses its organisational structure. The system will include:

. Control activities;
. Information and communications processes; and
. Processes for monitoring the continuing effectiveness of the system of

internal control.”

Operations are ultimately derived from the objectives of the authority.
Authorities should consider the risks to achieving these objectives and ensure
that controls are in place to mitigate them through the application of a risk
management process. This is in line with the statement in the Turnbull report
that the system of internal control: “is to help manage and control risk rather
than eliminate it”.
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OBJECTIVES

This section sets out the objectives of the strategy are to:

. Identify the roles and responsibilities of Members and Officers in
relation to the management of risk.

. Set out a clear methodology for managing risk within the organisation

. Provide a focus for the work on risk management and raise its profile
across the Council

o Integrate risk management into the culture of the organisation.

. Embed risk management through the ownership and management of
risk as part of all decision making processes.

. Manage risk in accordance with best practice and ensure that the
criteria set out in the Audit Commission’s “Value for Money”
assessment are met

. Create effective processes that will allow the council to make annual
risk management assurance statements.

This strategy outlines how Taunton Deane Borough Council is responding to

its responsibility to manage risks and opportunities using a structured and
incremental approach.
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ROLES AND RESPONSIBILITIES

This section describes the roles and responsibilities that members and
officers will play in the management of risk:

In simple terms it deals with WHO has risk management responsibilities
Members

All Members have a role and responsibility for monitoring the authority which
forms part of the overall management of risk. Some of these roles and
responsibilities have been formalised and delegated to various bodies of

elected Members as set out below:

The Full Council

The Full Council is responsible for adopting the authority’s Constitution and
Member’s Code of Conduct and for approving the Policy Framework and
Budget within which the Executive operates. It is also responsible for
approving and monitoring compliance with the authority’s overall framework of
accountability and control which is set down in the Constitution.

The Full Council is responsible for approving procedures for recording and
reporting decisions taken. This includes those key decisions taken by the

Council and its Committees and the scheme of delegation that authorises

decisions to be taken on behalf of the Council.

The Executive

The Executive has joint and several responsibilities for the management of
risk in the authority whilst discharging their duties.

The Executive is responsible for proposing the policy framework and budget to
the full Council, and for discharging Executive functions in accordance with
the policy framework and budget.

Executive decisions can be delegated to a Committee of the Executive, an
individual Executive Councillor, an Officer, or a Joint Committee.

The Executive is responsible for establishing protocols to ensure that
individual Executive Councillors consult with relevant Officers before taking a
decision within his or her delegated authority. In doing so, the individual
Member must take account of legal and financial liabilities and financial and
other Risk Management issues that may arise from the decision.
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Scrutiny Committees

The Council has two scrutiny committees, a Corporate Scrutiny Committee
and a Community Scrutiny Committee. These committees are responsible for
scrutinising Executive decisions before or after they have been implemented
and for holding the Executive to account. The committees are also
responsible for making recommendations on future policy options and for
reviewing the general policy and service delivery of the authority.

The Standards Committee

The Standards Committee is established by the full Council, and is
responsible for promoting and maintaining high standards of ethical conduct
amongst Councillors and in order to maintain the reputation and good
standing of the Council. Consequently, it has been constituted so as to have a
built-in majority of non-councillors (independent members). The committee is
therefore made up of seven independent members, three Borough Councillors
and three Parish Council representatives. This Committee is chaired by an
independent member which is now a statutory requirement however this
Council has always operated this model.

The Committee is responsible for monitoring the Members’ Code of Conduct,
for dealing with complaints made about Borough and Parish Councillors and
for ensuring that all Councillors are fully trained and aware of their personal
responsibilities under the Code.

The Corporate Governance Committee

The Corporate Governance Committee is responsible for monitoring the
corporate governance of the authority. It will receive quarterly reports on way
risk is being managed in the authority and six monthly updates on the
management of Health and Safety.-

Requlatory Committees

Planning and licensing are not Executive functions but are quasi judicial
functions exercised through the Planning Committee and Licensing
Committee under powers delegated by the Full Council. The principles of
natural justice must be adhered to ensure that relevant objections can be
heard and balanced decisions can be made.

The Role of Individual Members

Elected members are responsible for monitoring the delivery of services to the
local community. Members have a responsibility to understand the strategic
risks that the Council faces, and will be made aware of how these risks are
being managed through the annual strategic and service planning process.
They will also be kept informed on the management of those risks through the
regular performance management reports.
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In summary, Member’s key tasks in relation to Risk Management are:-
e Approving the Risk Management Strategy and implementation plan.

e Monitoring the Council’s risk management and internal control
arrangements via a report on performance management (Key
Performance Indicators).

e Commissioning and reviewing an annual assessment of the effectiveness
of the risk management and internal control framework

Approving the public disclosure of the annual outcome of this assessment (the
assurance statement), and publishing it in the annual Statement of Accounts
and the Best Value Performance Plan.

Officers

All Officers of the Council have a duty to ensure that their action or inactions
do not lead the Council into an uncontrolled risk situation. Identified risks
whether service based or project based should be assessed and managed
using the methodology set out in this document. Some officers have specific
statutory roles and responsibilities that contribute towards the management of
risk in the authority and these are set out below.

Statutory Officers

Head of Paid Service (Chief Executive) - Penny James

The Head of Paid Service is responsible for the corporate and overall strategic
management of the authority as a whole and is therefore ultimately
responsible for the management of risk. She must report to and provide
information for the Executive, the Full Council, the Scrutiny Committees and
any other relevant Committees. She is responsible for establishing a
framework for management direction, style and standards and for monitoring
the performance of the organisation. The Head of Paid Service is also
responsible, together with the Monitoring Officer, for the system of record
keeping in relation to all the Council’s decisions.

Monitoring Officer - Tonya Meers

The Monitoring Officer is responsible for ensuring that the Council carries out
its business in a fair and equitable way in line with all legislative requirements
relevant codes of practice and guidance thereby minimising reputational,
financial and legal risks.

The Monitoring Officer is responsible for promoting and maintaining high

standards of conduct and therefore provides support to the Standards
Committee. The Monitoring Officer is also responsible for reporting any actual
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or potential breaches of the law or maladministration to the full Council and/or
to the Executive, and for ensuring that the procedures for recording and
reporting key decisions are operating effectively.

The Monitoring Officer must ensure that Executive decisions and the reasons
for them are made public. She must also ensure that Council Members are
aware of decisions made by the Executive and of those made by Officers who
have delegated Executive responsibility.

The Monitoring Officer is responsible for advising all councillors and officers
about who has authority to take a particular decision.

The Monitoring Officer is responsible for advising the Executive and/or Full
Council about whether a decision is likely to be considered contrary or not
wholly in accordance with the policy framework.

The Monitoring Officer (together with the Section 151 Officer) is responsible
for advising the Executive and/or Full Council about whether a decision is
likely to be considered contrary or not wholly in accordance with the budget.
Actions that may be contrary to the budget include:-

. initiating a new policy
. committing expenditure in future years to above the budget level
. incurring virement transfers above the limits set by Council causing

the total expenditure financed from Council Tax, Grants, and
corporately held reserves to increase, or to increase by more than a
specified amount

The Monitoring Officer is responsible for maintaining an up-to-date
constitution.

Section 151 Officer - Shirlene Adam

The Section 151 Officer has statutory duties in relation to the financial
administration and stewardship of the authority thereby minimising financial
legal and reputational risks. The statutory responsibility cannot be overridden.

The statutory duties arise from:-

o Section 151 of the Local Government Act 1972
o The Local Government Finance Act 1988

o The Local Government and Housing Act 1989
o The Accounts and Audit Regulations 1966.

Corporate Governance Committee,18 May 2009, Item no. 7, Pg 18



The Section 151 Officer is responsible for:-
e the proper administration of the authority’s financial affairs
e setting and monitoring compliance with financial management standards

e advising on the corporate financial position and on the key financial
controls necessary to secure sound financial management

e providing financial information
e preparing the revenue budget and capital program

e treasury management

Other Officers

In addition to the statutory roles set out above, this strategy for managing risk
describes other duties placed upon officers by virtue of their hierarchical
position in the authority or specific roles which relate to how risk is managed
in the organisation. These are as follows:

Chief Executive and the Corporate Management Team

The Chief Executive and the Corporate Management Team are pivotal in the
promotion and embedding of risk management by managing the culture
change within the council. The successful outcome of this culture change will
result in risk management being practised throughout the organisation as an
integral part of day to day management.

The Chief Executive and CMT's key tasks are:-

e Recommending the Risk Management Strategy and subsequent revisions
thereof to the Executive

e Supporting and promoting risk management throughout the Council

¢ |dentifying and Managing the corporate risks to the authority

e Ensuring that the lessons from failures, near failures, and successes are
reflected upon and that the learning from these situations is shared with
others in the organisation as appropriate.

CMT will carry out a full reappraisal of Corporate risks on an annual basis as

part of the planning process for the Corporate Strategy and a Corporate Risk
Register will be produced .This will take place in MAY each year.
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Management Action Plans will be produced with all necessary tasks allocated
to specific individuals on a time bound basis.

The Corporate Risk Register will be reviewed by CMT after 6 months in
November each year.

The Corporate Management team through its nominated Director, Shirlene
Adam, will engage suitable consultants to assist with the risk management
process within the Council.

An annual Risk Management programme will be agreed with the consultants
in April of each year.
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Directors
Directors will demonstrate their commitment to risk management through:-

e Being actively involved in the identification and assessment of strategic
risks.

e Encouraging staff to be more innovative and recognising their
achievements.

e Encouraging staff to be open and honest in identifying risks, near misses
and salvaged situations, and missed opportunities.

e Ensuring that the risk management process is part of all major projects
partnerships and change management initiatives.

e Monitoring and reviewing regularly relevant PI's to reduce or control the
significant risks.

Core Council Managers

The Core Council Managers will take on the role of risk champions. They will
promote best practice and drive risk management forward within their area of
influence. They will be responsible for ensuring that the risk management
process is being applied at the key stages of planning, projects and major
change initiatives.

Core Council Managers are also responsible for annually reviewing the risks
within their area of influence and ensuring that Management Action Plans are
in place with all necessary tasks allocated to specific individuals on a time
bound basis. This will form part of the Service planning process and be
carried out in June each year.

The Core Council Managers risk Register will be reviewed by the Core
Council Managers after 6 months in November each year.

Theme Managers

All managers need to understand their role in the risk management process
and why they should be concerned with risk in order to achieve their
objectives. They need to know how to evaluate risks and when to accept the
right risks in order to pursue an opportunity.

Theme Managers are oversee this process and are responsible for annually
reviewing the risks within their Area of influence and ensuring that
Management Action Plans are in place with all necessary tasks allocated to
specific individuals on a time bound basis. This will form part of the Service
planning process and be carried out in March each year.

Theme Manager’s risk Register will be peer reviewed after 6 months in
September/October each year.

Core Council Managers will receive support as necessary from the risk
management team.)
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Corporate Risk Management advice may be provided externally.

Within the limitations of contractual conditions the external provider is
responsible for:

. Producing a risk management strategy and policy together with an
appropriate methodology for managing risk and ensuring that these are
updated.

The Theme Manager for Performance and Client will be responsible to CMT
for:

. Ensuring that risk management is rolled out and embedded throughout
the authority

. ensuring that Corporate Risks are reviewed by CMT on a 6 monthly
basis

. Assisting and advising managers on the management of their risks

. Arranging for facilitation of risk management to be implemented on

request from managers

. Reporting to the Corporate Governance Committee on a quarterly
basis on the management of risk in the authority

. Keeping the Executive updated on changes to the policy

. Ensuring that sufficient members of staff are trained to facilitate
meetings using the risk management methodology

. Reporting concerns to the Chief Executive or CMT as appropriate

. Attending the Corporate Governance Committee

. co-ordinating the adoption of risk management across the Council

. addressing the initial implementation of the risk management strategy
and plan

. annually reviewing the risk management strategy

. acting as a link between the directorates on risk management issues

. provide guidance and advice to the Directors and Core Council
Managers
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. facilitate the adoption of the new reporting framework and planning

processes

. act as a link with the Risk Management Panel and CMT

. Ensu_ring that a pool of officers are trained to facilitate risk management
sessions

. Keeping abreast of developments in the field of Risk Management and

identifying and implementing best practice

Service Managers

The Service Unit Managers group include the Core Council Managers and the
Service Unit Managers working within the Joint Venture organisation (South
West 1).

South West 1 has its own methodology for managing risk. The importance of
communicating information about risk is understood and this takes place
through the forum of SMT where information is shared about joint risks or
those risks identified in one group that could affect the other.

The Health and Safety Advisor - David Woodbury

The Health and Safety Advisor is appointed as “Competent Person” under the
Management of Health and Safety at Work Regulations 1992, to give advice
on the arrangements necessary to meet the statutory obligations.

Health and safety is a management responsibility, the advisor has a key support
role in: -

. Developing effective H&S Management System, polices and
procedures.

. Providing H&S advice across all aspects of the Councils activities.

. Auditing and reviewing H&S performance across all service units.

o Promoting opportunities to develop a positive safety culture.

. Evaluating risk and advising on impending legislation.

. Promoting consultation and H&S partnerships.

. Keeping the Council updated on new health and safety legislation and

changes to guidance

. Attending and advising the Safety Committee.
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. Reporting concerns over all types of risk to their Head of Service, CMT
or Chief Executive as appropriate

HR Responsibilities - Martin Griffin /Laura Holland

The HR Officers are responsible for:

. Ensuring that all areas of the organisation are represented on the Risk
Management panel and safety committee.

. arranging for the Risk Management panel and safety committee to
meet at quarterly intervals
. Ensuring that representatives are in place across the organisation

o Arranging training for Health and Safety and risk management as
appropriate

Civil Contingencies Manager - John Lewis

The Civil Contingencies Manager is responsible for:

. Ensuring that Business Continuity plans are produced for each Unit in
the Council
. Ensuring that adequate plans are in place for partner organisations that

deliver services on behalf of the Council

. Ensuring that Emergency planning policies and procedures are
produced and updated and are available to appropriate officers

. Ensuring that plans are tested and that appropriate training is provided
. Providing Business Continuity advice to the business community in the
Borough

Communications Manager - Simon Lewis

The Communications Manager is responsible for:

. Ensuring that as far as possible good relationships are formed and
maintained with the media.

. Ensuring that accurate and factual information is circulated to the
media regarding the performance of the Council.

. Ensuring that in sensitive and controversial situations the Councils
stance is accurately represented
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o Ensuring that senior managers and those likely to come into contact
with the media receive training.

. Ensuring that the reputation of the council is properly managed

IT Manager - Jon McElhill (SWOne)

The IT Manager is responsible for:

. Ensuring that the systems and knowledge are kept up to date with
emerging and improving technologies

. Putting systems are in place to ensure continuity of service is
maintained in the event of failure of hardware or software, malicious
attack (physical or electronic), failure of power supply or other
environmental systems, inaccessibility of buildings, or other disaster.

. Introducing and maintaining a system of succession planning and
multiskilling to avoid over reliance on key staff

. Preventing unauthorised access to systems and information — both
from internal and external sources.

Facilities Manager - Angela Eldridge (SWOne)

The Facilities Manager is responsible for:

. Ensuring that the buildings owned by the Council are maintained in
order to provide a safe place of work compliant in all respects to the
Health and Safety legislation and associated guidance.

o Ensuring that specific Health and Safety Risk assessments are carried
out in relation to the building

. Ensuring that all plant, machinery and equipment is maintained and
tested in accordance with legal requirements and manufacturers
guidance.

o Ensuring that specific Fire Risk Assessments are carried out for all

Council owned buildings

. Ensuring that fire safety equipment and devices are tested at
appropriate intervals

. Ensuring that Evacuation procedures are tested at least every 6
months.
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o Ensuring that the access all contractors and subcontractors is
controlled and that their work is carried out in a safe and effective
manner in line with risk assessments and safe systems of work where
appropriate.

. Ensuring that specific Security risk assessments are carried out to
ensure that both people and property are protected from criminal acts.

. Ensuring that sufficient clean wholesome and potable drinking water
supply is maintained within council buildings.

. Ensuring that appropriate facilities, equipment and procedures are
provided for the handling and service of food in line with Food safety
legislation and associated guidance.

Internal Audit - Chris Gunn (South West Audit Partnership)

Internal Audit is responsible for:

o Challenging the robustness of the risk identification, evaluation and the
effectiveness of controls.

. Challenging established processes
o Undertaking an annual assessment of the Council’s risk management
and internal control mechanisms as part of the review of corporate

governance arrangements.

The role of individual members of Staff

All Staff have a responsibility to bring issues to the attention of their line
managers or supervisors if they believe that actions or inactions could
produce a risk to the organisation or its partner providers.
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Officer Groups

In addition to the individual roles, set out above, there are certain groups set
up specifically to assist in the management of risk in the authority. These are
as follows:

Risk Management Panel/Safety Committee

The Risk Management Panel/Safety Committee is responsible for:

. Identifying and controlling operational risks.

. It will be pro-active as well as reactive, building on the existing best
practices and will seek to resolve, help and advise managers to
improve and overcome operational issues so that they do not develop
into major risks.

. It will seek to share best practice across the Council and link with other
local authorities in the pursuit of knowledge and learning.

. It will take on the responsibilities of Safety Committee to discharge the
statutory duties concerning staff consultation

Membership of the group will be reviewed to ensure each service area is
represented, together with staff from the following areas:-

. Insurance Officer
. DLO/DSO

. Staff-Side and Union

. Personnel Services
) General Office Services
. Health and Safety Representatives

The Minutes and agendas for this Panel will be prepared and published on the
Councils intranet.
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AREAS OF RISK

As a part of formulating this strategy specific areas of risk have been identified
that need to be managed. Named individuals have been allocated to each of
these areas and these officers will take responsibility for ensuring that these
particular areas of risk are managed and that high level risks are brought to
the attention of CMT.

A brief description of each risk area is set out below together with information
of how the risk will be managed in the Council.

(Some of the areas will mirror the roles and responsibilities set out in the
previous section).

In Simple terms this sections deals with WHAT is being managed

Reputational Risk — Simon Lewis

“Reputation is a collection of perceptions and beliefs, both past and present,
which reside in the consciousness of an organisation's stakeholders -- its
customers, suppliers, partners, employees, communities, regulators,
governments, pressure groups and public's”. (Rayner, J. 2003)

The term ‘reputational risk' is a convenient catchall for all those risks, from
whichever source, that can impact reputation. Reputation risks arise from any
action, event or circumstance that could adversely or beneficially impact the
Council's reputation.

Organisations often find it easier to focus on risks that have a clear and
guantifiable financial impact. As a result, risks to reputation which may have
‘soft’ root causes and hard to quantify impacts, are frequently not treated with
the importance they deserve.

How reputation risk will be managed at Taunton Deane

The concept of reputation can be simply expressed in the following equation:
Reputation = experience - expectations

There are a number of drivers of reputation, for example, delivering customer
promise, communications and crisis management, corporate governance and
leadership as well as regulatory compliance.

The most critical stage in managing reputation is identifying the risks. The
Communications and Information Manager will work with key Managers
across the organisation to identify these risks. All risks above the risk appetite
line would require a Management Action Plan.
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The links to other documents:

Communications Strategy 2004 - 2007

Media Protocol

Policy and Performance risk management plans
Corporate Strategy and probably most strategies

Security Risk Angela Eldridge (SWOne)

Security Risk relates to the way in which the Council buildings and contents
and other assets owned or managed by the authority are protected from
unauthorised entry, theft, arson or criminal damage.

How will Security Risk be managed within TDBC

Annual audits will be carried out to establish the robustness of building
security. Independent professional companies will be engage to advise fit and
maintain security equipment.

IT Risk Jon McElhill (SWOne)

IT risk relates to ensuring that the IT systems are fit for purpose. This
involves.

. Ensuring that systems are kept up to date and abreast of evolving
technology and knowledge

. Ensuring that business continuity plans are put in place and maintained
Ensuring that data is protected during emergency or disaster situations

. Ensure that the systems are protected from external or internal attack

and unauthorised access

How will IT Risk be managed within TDBC

Risks will be managed in a strategic and integrated manner — rather than
dealing with each risk separately the operation of the whole unit is geared to
managing the key risk areas.

. National and global best practice will be followed to manage the major
risk areas.
. Regular 3" party independent verification will be used to test key

infrastructure items to monitor compliance

. Subscriptions will be taken out for 3" party services to provide backup
and support for these critical areas.

A recent risk management exercise identified 57 individual risks, grouped
into 11 clusters. Of these, 32 were of a high enough level to warrant
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active management. A significant number of these fell in to areas 1 and 2
above, although a number from areas 3 and 4 are also above the risk
appetite line, and are being looked at.

Links to other documents

Risk management Share Point area:
http://portal/sites/ISUNIT/Web%20Part%20Pages/Risk%20Management.aspx

Output from network risk assessment of 2005
http://portal/sites/ISUNIT/Security%20Policy/Shared%20Documents/evidence
%20and%20actions.xls

Health and Safety Risks — David Woodbury

Health and Safety is about preventing people from being injured or becoming
ill by work activities. This is so important that the law says we must not put
ourselves, other workers or the public in danger. HSE (2006)

Health and Safety legislation makes it a statutory duty to:

. Provide a safe place of work
. Provide safe systems of work
. Provide and maintain safe equipment

The duties cover employees, contractors, members of the public and anyone
else who could be affected by work activities.
Duties are also places on employees to ensure that they:

. Cooperate with employers to protect the health and safety of
themselves and others

. Do not interfere with safety equipment

How Health and Safety Risk will be managed at Taunton Deane

General Health and Safety Policy Statement

The General Health and Safety (H&S) Policy statement sets out in detail the
commitment of the Council to safeguard the physical, mental and social well-
being of employees and others who could be affected by its activities.

The Policy statement positions Health and Safety as a major contributor in the
delivery of TDBC Corporate Priorities.
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The General Policy

The General policy covers the specific issues of: -

. Policy

. Organisation

. Planning and Standards
. Measuring performance

. Audit & Review

As set out in “Successful Health and Safety Management.” (HSG65)
Delivery of H&S is through a Health and Safety Management System (HSM
System). The HSM System contributes by integrating the Risk Management
approach throughout the Council.

Integrated Risk Management Approach

The ‘Risk Management Strategy’ forms a core part of the HSM System.
It sets out in detail how hazards are identified and how risks are controlled.

. Managers are responsible for identifying hazards and carrying out a
suitable and sufficient assessment of risk.

o Managers are responsible for implementing appropriate controls.
. Employees are responsible for checking at the ‘risk assessment’ and

in particular the control measures will work or fit the conditions they
find at the place of work.

. Control measures eliminate or minimise the risk of injury and ill health
to employees and third parties. (Including damage to plant and
equipment.)

. Where there is any doubt about the effectiveness of the control

measures then the work should stop until management has clarified the
situation. The exception is where the employee is competent and
allowed to set up more effective control measures.

. Risk assessments must be carried out for all activities undertaken by
the council (Including assets.)

. Failure to do so can result in injury, damage and lead to possible
enforcement action.
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The Strategy recognises that management of risk must work at all levels within
the Council. Implementation of the control measures must be prioritised based
on the nature and degree of risk. Suitable monitoring programmes must be in
place to ensure the adopted control measures remain effective. Suitable
records of risk assessment and risk management decisions must be kept.

The risk assessment and resulting control measures must be explained to
everyone involved in the work

Links to other documents

Successful Health and Safety Management. (HSG65)
Health and Safety SharePoint site

Essentials of Health and Safety
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Civil Contingencies and Business Continuity — John Lewis

“Every year nearly one in five businesses suffers a major disruption, and
planning to deal with those disruptions is widely regarded as good business
sense. “ (MI5. 2006)

Effective business continuity planning is critical to ensuring that the essential
functions of your business can carry on despite an emergency. Many
businesses will already have plans to deal with sudden commercial risk.
These may include events such as the failure of critical suppliers, an
unexpected bad debt, industrial action or the discovery of a serious fault in a
product or process. Planning for the aftermath of terrorist incidents or natural
disaster is very similar. (See Figurel)

Understanding
the organisation

Exercising, BCM N
maintaining = pProgramme  Determining

and reviewing Management BCM strategy

Developing and
implementing
BCM response

Figurel. The BCM Life cycle: source BS2599 code of practice

How Civil Contingency and Business Continuity Risk will be managed at
Taunton Deane

Taunton Deane the County Council and the other Somerset Districts have
formed a partnership to collectively plan and prepare for emergencies and
disasters. A County Wide Emergency plan is in place.

The Plan is written within the guidelines of the Civil Contingencies Act 2004
and is intended to provide a framework and guide upon which any officer in
the authority can base their actions if they are called upon to respond to an
emergency situation.

Each Unit manager has been required to assess their service, identify risks to
business continuity and to put in place control measures to mitigate the risk.
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Links to other Documents

TDBC General Civil Contingencies response Plan

Civil Contingencies Act 2004

Financial Risk - Paul Carter

Financial Risks include:

. Inadequate Financial Planning and failure to foresee and prepare for
future spending demands

. Inadequate Financial Management leading to overspends or failure to
identify and redistribute underspends

. Failure to assess and make provision for the full financial implications
of new projects and initiatives

. Failure to properly manage projects leading to overspending
. Misappropriation of funds, theft and fraud.

How Financial Risk will be managed at Taunton Deane

Managers are required to identify future spending requirements and
unavoidable expenditure. This information is collated by the finance unit to
form the “Medium term Financial Plan” MTFP. Full Consultation with Members
is carried out on an annual cycle to ensure that spending reflects the priorities
of the Council

Managers hold full financial responsibility for the budgets in their area and are
supported by a dedicated accountant. Budgets are regularly monitored and
Managers are required to report significant variations on a monthly basis.

Before introducing any new project or initiative Mangers are required to
identify the full capital and ongoing revenue costs. And to seek approval if this
cannot be accommodated within existing budgets.

Larger Projects are managed using the Prince Il system to control timing and
costs.

The S151 Officer Shirlene Adam keeps an overview on new projects and
initiatives and has the authority to intervene in the event of unacceptable risk
exposure to the Council or inadequate financial planning.

Managers are responsible for ensuring that sources and levels of revenue and

expenditure are appropriate and justifiable. The South West Audit Partnership
carries out a rolling programme of audits to ensure that appropriate control
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measures are in place to minimise the risk of financial loss through criminal
actions, inefficiency or negligence.

Partnership Risk - All Corporate Directors

Local Authorities are increasingly being required to work in partnership. Whilst
some partnerships offer the potential to achieve efficiencies through synergy
this is by no means an inevitable conclusion. The risks of partnership working
lie mainly around the inability of either or any of the partners to fully control
the situation. However, shared responsibility should not mean diminished
accountability. The risks include:

. Work Area not best served by partnership approach
. Inappropriate partner selection

. Failure of partnership

. Withdrawal of Partner

. Divergence of agendas and objectives

. Imbalance of power and loss of control

. Failure to clarify expectations and commitment

There are two elements of risk management surrounding partnership working
the first are the risks to the individual constituent authorities and the second
relates to the partnership itself

Partnership
Risk

Partner A

Partner B

Risk Risk

FIG 2. Partnership Risk. Source: Quintin Associates Ltd (2009)
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How Partnership Risk will be managed at Taunton Deane

The Council will identify Key Partners eg: South West One, Tone Leisure etc
and ensure that formal procedures are in place to share information and co-
operate in managing risk.

The Council will establish a definition of what is meant by the term
“Partnerships” for the purposes of Risk Management.

The Council will carry out an annual audit of existing partnerships to establish
whether they are aligned to priorities and are delivering value for money.
This will form the Register of Partnerships which will set out:

. Who is involved and what are the governance arrangements
. What role does the organisation have eg. accountable body
. What are the objectives of the partnership

. What resources/ commitment is required

The Council will carry out a Risk Management assessment of all partnerships
on the register from the authority’s perspective and will also seek to persuade
the Partnership members to carry out a similar exercise from their own
organisational perspective. The Authority will then work together with the
partner to jointly assess the risks to the partnership itself

New and proposed partnerships will be assessed against the criteria above to
determine the risks and decide whether they are proportional to the benefits.

Links to existing Documents

Audit Commission ‘Governing Partnerships’ October 2005
ODPM - strategic partnering paper

Asset Management Risk - Angela Eldridge SW1

As their name implies the buildings and land holdings form the major
proportion of the assets of a local authority. The risks involved with physical
assets involve holding an inappropriate portfolio thereby not maximising
investment potential, loss of value through inadequate maintenance,
excessive running costs or loss of opportunity funding through failing to
maximise the income potential from assets.

How Asset Management Risk will be managed at Taunton Deane

All built Assets are included on the Council’'s Asset Management Plan (AMP).
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Land holdings are regularly reviewed to determine the best future use and
leases and rents are reviewed as they expire or reach review dates

Link to existing documents
The Asset Management Plan (AMP)

Project Risk - All Corporate Directors

Large projects have the potential to cause critical damage to a local authority
both financially and in terms of reputation. The Risks from projects stem most
usually from a discrepancy between anticipated resources and skills and
those actually required. The risks include:

. Over ambition in undertaking a project

. Poor partner/contractor selection

. Lack of resources to properly manage the project

. Too many concurrent projects leading to unplanned pinch points
. Lack of skills to manage the project

. Failure to properly identify and manage the risks

How Project Risk will be managed at Taunton Deane

All projects must go through the Risk management process prior to
commencement. Full costings including capital outlay and ongoing revenue
support must be identified together with the source of this finance. A source of
contingency funding of at least 10% should also be identified.

All approved Projects will be registered with the appropriate Director. Projects
will then be programmed to ensure that periods of high staff demand or key
staff demand do not coincide.

Projects will be managed in line with the principles of Prince Il project
management system and a group of managers have already been trained in
its use.

The Project Manager will be responsible for ensuring that the Management

Action Plan (MAP) is delivered and that the Risk Assessment is reviewed as
appropriate.
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Summary of Risk Areas

Risk area

Reputational
Risk

Security
Risk

IT
Risk

Health and Safety
Risk

Civil Contingency
Risk

Financial
Risk

Partnership
Risk

Asset
Management
Risk

Project
Management Risk

Key Risks

Loss or damage to reputation
Failure to build good strong reputation

Loss or damage to buildings/equipment/staff
Failure to achieve insurance premium savings

System Crash/Virus/Hacking

Failure to maximise IT potential for improved
working and information

Injury/ illness / civil claim/ prosecution
Missed opportunities to improve workforce
health and reduce absence

Service failure /slow recovery

Failure to lead the community during a crisis

Financial mismanagement/Fraud/Theft
Failure to maximise Financial opportunities

Failure of partnership/failure to deliver
Failure to maximise leverage

Inappropriate portfolio of holdings/lack of
maintenance
Failure to maximise investment potential

Project Failure/ delay/ additional costs
Failure to achieve maximum benefit projects

How it will be managed

Early risk identification
Communications strategy

Media Protocol

Professional assessment of security
Implementation of security equipment
Awareness of staff

Complying with global best practice
Regular independent verification

Staff training

Health and Safety Management system
Integrated risk management system
Staff training/ monitoring/auditing
County wide emergency planning
Service Business Continuity plans
Staff training/ exercises/ auditing
Medium Term Financial Plan

Budget Monitoring

S151 officer /Auditing

Annual partnership Audit

Intelligent client function

Asset Management Plan
Maintenance programme
Regular challenge

PRINCE 11 methodology

Officer
responsible
Simon
Lewis

Angela
Eldridge

Jon McElhill
(SWOne)

David
Woodbury

John
Lewis

Paul
Carter

All
Corporate
Directors
Angela
Eldridge
Swi

All Corporate
Directors



RISK MANAGEMENT DEPLOYMENT

In addition to the specific areas of risk mentioned above risk is managed
across the organisation at the following levels. (See Figure 2)

This section also deals with WHAT is being managed

Risk Person Monitoring Review frequency
Management responsible frequency
Level
Strategic risk Corporate Risk As identified in Every 6 months
(CMT) Management MAP
Advisor
Tactical Risk Core Council As identified in Every 6 months
Managers MAP
Operational Risk  Theme Managers As identified in Every 6 months
MAP
Project Risk Project Manager As identified in As identified in
MAP Project
Assessment

Figure 3: Monitoring responsibilities. Source: Original to this document

The table also identifies the person responsible for reviewing risk at different
levels together with monitoring and review frequencies.
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RISK MANAGEMENT PROCESS

This section explains the methodology to be used in managing risk.
In simplistic terms it deals with HOW risks should be managed

Before embarking on the system a “Hearts and Minds” presentation is given
outlining the purpose and benefits of Risk Management.

The Steps in the system are shown at Figure 3

RISK IDENTIFICATION

ol

MONITORING RISK

RISK MANAGEMENT ; )/‘

PRIORITISATION

Figure 4: The Risk Management Cycle. Source: Adapted from ISO 9000
1. Risk Identification
The relevant group together with a trained facilitator identify risks to their

area of work. A series of headings in the “Areas of Risk Matrix” (see Figure
4) can be use to initiate discussion.
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Business

Business
Climate

Managerial
/Professional

Staff

Technology

Physical

Competition

AREAS OF RISK MATRIX

Social

National
Demographics

Local
Demographics

Communities

Environment

Citizen/Customer

Partnerships

Legal

New legislation and
Case Law

Mandatory
/permissive duties

Statutory Guidance

Corporate
Governance

Contracts

Civil law

Political

Government
policies/changes

Funding

New targets and
duties

Inspectorial
regime

Local political
priorities

Reputation

Fig 5: Areas of Risk Matrix. Source: Quintin Associates Ltd (2007)
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2. Risk Analysis

The same group then rate the risk in terms of “Probability” “and “Impact” and
the results are plotted on a Risk Assessment Matrix once agreement has
been reached. (See Figure 5)

3. Prioritisation

Once the risks have been plotted onto the matrix then the relative priorities
can be seen with the highest vulnerabilities occupying Al which represents a
“very high” likelihood with a potentially “catastrophic” impact.

Also plotted on the matrix is the Council’s “appetite for risk” or level of “risk
tolerability” as predetermined by the Corporate Management Team. The area
where the level of risk is acceptable is shown as the green shaded area so
additional control measures are only required for risks falling within the red
area with monitoring necessary in the amber areas

A
B 8 12 16
3 6 9 12
2 4 6 8
1 2 3 4
PROBABILITY
IMPACT >
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Highly Probable Major
Likely Serious
Possible Significant
Unlikely Insignificant

Figure 6 The Risk Assessment Matrix. Source: Unknown

4. Risk Management

A Management Action plan (MAP) (See Figure 6) is then prepared for each
responsible person containing the risks allocated to them.

The MAP sets out a description of the risk the agreed management action and
the timescale for action

Corporate Governance Committee,18 May 2009, Item no. 7, Pg 42



g Bd ‘2 "ou wal| ‘6002 AeN 8T @anIWIWIOD 3JuUeUISA0S) arelodio)

IAUNITON
DERAINE

MANAGEMENT ACTION PLAN

MAP OWNER DATE

Risk Risk Potential Risk Description Pre/Post Control Measures Review Critical

No Consequence Control Date Success
Rating Factors

~

e T e T e T

Figure 7 Management Action Plan (MAP). Source: Quintin Associates Ltd 2009



5. Monitoring

The collective information of all the MAPS form the Risk Register which has a
section for tracking the risk and identifying changes to the level of risk that
have occurred through imposed control measures or through other
circumstances.
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HIERARCHY OF CONTROL

This section deals with the selection of appropriate control measures and
HOW they should be selected

When identifying control measures it is important that the appropriate control
measure is selected. The following table (see Figure 8) sets out a hierarchy
for selecting control measures. The appropriate control measure is the one

nearest to the top

Control Method

Elimination

Substitution

Transfer

Sharing

Management

Insurance

Fundamental
Question

Do we HAVE to
do this?

Is there another
way of achieving
the same
objective?

Could the same
objective be
achieved by
another body or
individual or other
third party

Can the risk be
shared with a
partner or third
party?

What
management
interventions will
best minimise this
risk?

Can insurance be
purchased to
cover loss?

Assessment

If the answer is
NO and the risk is
too great

If the answer is
YES and the risk
is less

If the answer is
YES and the
overall risk is less

If the answer is
yes and the
overall risk is
Less

Identify
management
actions

Is the cost of
insurance
proportional to
the risk

Action

Abort

Use alternative

Consider
transferring the
action and risk to
a third party

Consider sharing
risk

Allocate duties
and if on-going
ensure
appropriate
monitoring
regime is
implemented

Considering
insuring against
risk

FIG 8: The Hierarchy of Control: Source: Quintin Associates Ltd (2007)
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RISK MANAGEMENT LOCUS OF CONTROL

This section deals with the management of on-going risks. It sets out a
methodology for transferring risks to the level or area of the organisation that
can most efficiently and effectively manage them.

It therefore deals with WHERE in the organisation risks should be managed.

It is important that risks are managed at the correct level of the organisation.
This means that the risk is managed at the level that holds the authority to
implement the necessary control measures.

In the interests of efficiency it is important that risks are managed at the
lowest acceptable level within the organisation. However, where risks have a
corporate implication or have potentially Major impact and Highly Probability
these matters should be brought to the attention of CMT.

Once control measures have been implemented it may be appropriate for that
risk to be managed lower in the organisation. It is important therefore that
there is a way to enable risks to be transferred between registers. The
methodology for this is as follows

Moving Risks UP

1) All Red risks should be notified to CMT these will either be added to
the Corporate Risk Register for action or will require monitoring reports
from the responsible manager concerned during the periodic review of
the register.

2) Any other risk identified at Area of influence level which could be have
corporate implications that may have been overlooked should be
notified to CMT for their ranking/consideration and subsequent action.

3) All Amber risks which could perhaps be better dealt with corporately or
where the control measures might have Corporate implications should
be notified to CMT for their ranking/consideration and subsequent
action.

Risks can be added to the Corporate Risk Register either during the periodic
review or at any CMT by the appropriate Director or Theme Manager.

Risk Management/Health and Safety should be a standing item on every
business CMT agenda firstly to provide the opportunity to add risks as set out
above and secondly because it is good management practice and was
recommended as an action point during our previous inspection by the HSE.
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Moving Risks DOWN

4) Risks on the Corporate Risk Register which have been passed up as
Red risks from Directorates can be passed back once control
measures have been put into place which result in a lowering of the
risk ranking.

5) Risks that are specific to Themes and would be better controlled at that
level can be passed down from CMT onto the Service Risk register.

6) The steps set out in 4) and 5) Will be carried out during the periodic
review of the Corporate Risk Register.

Moving Risks SIDEWAYS

7) There may be times when risks are identified within an area of
influence that could better be controlled in another area of influence.
These should be resolved by the Theme Managers concerned and
confirmed in e mail with a copy to the Theme Managers. In the event of
a failure to agree then the matter should be referred to CMT for
consideration and decision.

It is important that the Management of risk is constantly in the minds of CMT
and that simple processes are in place to quickly and efficiently control risks
at the right level in the organisation.

This methodology sets up both active (periodic review) and passive (standing
item on CMT) risk monitoring in place.
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PROGRESS AS OF MARCH 2009

This section deals with the progress made so far and deal with WHERE the
authority is with managing risk.

Significant progress has been made in introducing and implementing Risk
Management throughout the organisation as detailed below.

The Risk Management consultant has been working with the Chief Executive,
Directors and Core Council Managers firstly to identify and manage high level
corporate risks across the authority and secondly to start cascading and
embedding the risk assessment process throughout the authority.

. A Strategic Risk Register is in place at corporate level

. The Corporate Risk Register has been reviewed and this will be
repeated at 6 monthly intervals.

. The Core Council Managers Risk management registers will be
incorporated into the Core Council Managers plans and reviewed as
part of the planning and monitoring process

. All large projects will be assessed for risk and Management Action
Plans (MAPS) put in place.

. Work has now been completed to assess the risks at operational level
throughout the Council and every unit has now produced Management
Action Plans to control the risks identified.

o Risk Management has now been included in the corporate staff
induction day.

. The Risk Management Strategy has been reviewed and updated in
March 2009.

Actions planned for the future

Now that the system has been set up it will be necessary to ensure that it is
maintained.

. Registers and Management Action Plans will be reviewed on a regular
basis
. A mechanism has now been devised and incorporated into this

document to allow risks to move between the plans to ensure that they
are being managed at the appropriate level

. The revised Risk management strategy will be presented to the
Corporate Governance Committee
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o A review of partnerships will be carried out on an annual basis
. All Projects will be subject to the risk management protocol

. System of Programme Management put in place

This will be led by the partnerships team within the Performance and Client
Theme. Shirlene Adam will keep an overview of this as the lead Director.

Corporate Governance Committee,18 May 2009, Item no. 7, Pg 48



THE STATEMENT OF INTERNAL CONTROL

The Accounts and Audit Regulations require audited bodies to:-

. conduct a review at least once a year of the effectiveness of its system
of internal control; and

. publish a Statement on Internal Control (SIC) each year with the
authority’s financial statements.

The purpose of the SIC process is to provide a continuous review of the
effectiveness of the Council’s internal control and risk management systems,
SO as to give assurance on their effectiveness and/or to produce a
management action plan to address identified weaknesses in either process.
Indeed, the process of preparing the SIC itself does add value to the
corporate governance and internal control framework of the authority.

The SIC document is about all corporate controls and is not confined to
financial issues. It must be signed by the s151 Officer, the Chief Executive,
and the Leader of the Council - who must all be satisfied that the document is
supported by reliable evidence and accurately reflects the internal control
environment.

The SIC is a corporate document, and as such must be owned by senior
officers and members of the authority. A working group will carry out the
formal review and prepare a draft SIC for consideration by CMT in late May
each year.
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AGENDA ITEM NO. 8

AGENDA ITEM NO. 8

TAUNTON DEANE BOROUGH COUNCIL

CORPORATE GOVERNANCE COMMITTEE 18™ MAY 2009

Report of Strategic Director (Shirlene Adam)
(This matter is the responsibility of the Leader of the Council Cllr Henley)

ANNUAL AUDIT AND INSPECTION LETTER 2007/08

EXECUTIVE SUMMARY

This report is for information only and shares the annual audit and
inspection letter for 2007/08 (published March 2009).

2.2

2.3

Purpose of Report
To share details of the annual audit and inspection letter for 2007/08 with
members of the Corporate Governance Committee.

The Details

Historically, the annual external audit and inspection plan has been shared
with members of this committee, following an earlier briefing to Group
Leaders, Executive Councillors and Chairs of Panels (which took place on
26 March 2009).

The annual audit and inspection letter is attached at Appendix A. This has
now been placed on the Councils website.

A “corporate improvement plan”, pulling together all the issues from this
and other key documents is currently being prepared and will be shared
with this committee at their June meeting.

Recommendation
Members of the Corporate Governance Committee are requested to note
the details of the annual audit and inspection letter 2007/08.

Contact Officer:
Shirlene Adam
Strategic Director
01823 356310
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APPENDIX A

Annual Audit

and Inspection
Letter

Taunton Deane Borough Council
Audit 2007/08
26 March 2009
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How is Taunton Deane Borough Council performing™®
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Status of our reporis
The Staternent of Responsibdties of Auditors and Audited Bodies issued by the Audit

Commission explains the respective responsibiliies of audiors and of the audited body.

Fzports prepared by appointed sudiors are addressed o non-execuiive
direciorsimembers or officers. They are prepared for the sofs use of the audied body.

Auditors acoept no responsibt Ty to:
= amy drectormember or officer in ther indwidus’ capacty; or

- anmy third party.
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Hey messages

Key messages

1 The Couwncil has continued to make progress with the delivery of most of &= prionties
and has improved the performance of 3 number of its services. Achievemenis include
= wary high lews’s of recycling and composting:
= an mproved responss o customer phone calls wia the contact centre;
= enhanced play and recreational facilibes for young people;

= awide range of successiul schemes to address health-related issuses; and

= amew, web-based food premises star rating scheme which s proving pogular with
local people.

2 Eenior manager capacity s stretched by an ambiticus agendsa which includes a major
restruciuring of the Council and innowative parinership working. This challenges the
Council's alility o continue improving is senices in the short ferm, although a streng
parformance management system halps to mitigate this risk.

The Council has improwved some aspects of its housing service, but there = more 1o
do. Whist it has made some progress in delivering affordable homes for lozal people
and improved services for rough sleepers, the Council s taking lenger than before to
re-het its homes and nurnizers of homelessness have risen in the area

(]

Frogress in developing the Councils approach to equally and diversity has been show,
with the cutcome of Equality Impact Assessmenis unclear and 36 per cent of the
Council's cwn buildings still nof complant with the Dsab®ty Discrimination Act. The
Council s at Lewel 2 of the Loca’ Govemment Eguality Standard.

3 The creation of a joint wventure company, known as Southwest One s an nnovative yet
cormplex arrangement invelving a range of servce delivery and financia’ risks for the
bodies invelved. We concluded that the contract procurement and governance
arangements were robust and operating satisfactonly. Howeever, the project is still &t
an early stage, particularly whilst the transformation projects are being implemsnted.
The key fo long-term suceess is in effective contfract management to ensure delivery of
the expected benefiz

An ungualified audi opinion was given on the Council's 200708 Statement of
Accounts, after these had been amended for erors identified at awdt.

=

[=F]

We concluded that the Council's value for money [vfm) arrangemenis contnue 1o be
adequate. However, the Council's Use of Rescurces score reduced from 3 to 2 overa’,
reflectng reductions in the scores for the financial reporting, financial standing and wim
theme soores.

3 aunton Deane

]

orough Cound
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Key messages

Action needed by the Council
The Council needs io:

g

ensure that it maintains focus on continued improvernent of services for citizens
during the forthcoming pericd of structural changs;

continues to address issues relating to housing;
do more o enhances its approach to Equaliies and Civersity;

contimue o montor Scuthwest One's delivery, 1o ensure that benefis realisation
and the transformation of services is delivered on fime and within budget;

reviey the amrangermsnis for use of resources in the context of the new framework
for 2D0ED0;

reviesy its accounting closure processes. and the rescurces provided o support
these processes, o reduce the risk of matenal and other smors occuming within the
financial staternents presented to members for approval; and

implerment the agresd action plan from our Data Guality Rewvew.

Tauntzn Deans Borough Soy ":ii 4
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Furpose, responsibilities and scope

Purpose, responsibilities and
scope

]

10

11

12

14

This regort provides an overall summany of the Audit Commission’s assessment of te
Council. |t draws cn the most recent Comprehensive Performance Assessment (CPA),
the findmgs and conclusions from the audit of the Council for 2007708 and from any
nspectons underaken since the last Annual Audit and Inspection Letter.

We hawe addressed this letter io members as it is the responsibitly of the Counc o
ensure that proper amangsments are in place for the conduct of its business and that it
safeguards and progerly accounts for public money. We have mads recommendations
to @ssist the Councd in mesting its responsiilities.

This letter also communicates the significant issues o key externa’ stakeholders,
including members of the public. We will publish this letier on the Audit Commission
wiebsite at wwew. audit-commission.gov uk. (In addition the Souncil i planning o
publish it on its website).

Your appointed awdior, Brian Bethel, is responsible for planning and camying out an
audit that meets the requirements of the Auwdit Commission's Code of Audit Practice
{the Code). Under the Code, the audsior reviews and reports on-

= fhe Coundl's accounis;

«  whether the Council has made proper amangements for securng economy,
efficiency and efectivensss in s use of resources (waue for money conclusion];
and

= whether the Council's best value performance plan has been prepared and
published in Fne with legslation and statuiony gudance.

This letter includes the latest assessment on the Councl's perfermancs under the TPA
frameseork, including owr Direction of Trawve! report, and the resulis of any inspecticns
camied out by the Audit Commession under secton 10 of the Loca’ Govermment Act
12848 It summanses the key issues ansing from the CPA and any such inspeciions.
Inspection reports are issued in accordance with the Audit Commission's duly under
seciion 13 of the 1988 Act.

Wi hawe listed the reports issued to the Council relating to 200708 audd and
inspection work at the end of this leter.

b I_Eun'.-: n Deane Borough Counc
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How is Taunton Deamne Borough Council performing ?

How is Taunton Deane Borough
Council performing?

15 Taumton Deans Borough Souncil was assessed as Excellent in the Comprehensive
Performance Assessment camied cut in 2004, These assessments have besn
completed in all district counc™s and we are now updating them, throwugh an updated
comporate assessment. in councils where there s evidence of change. The folowing
-::ha.rt is the latest position across al district councils.

Figure 1 Civerall performance of district councils in CPA

Excellent

Pedformance agans| olher councis

Source: Audit Commission

What evidence is there of the Council improving cutcomes?

16 The Council has continued o make progress with the delivery of most of s prorities
and has improved the performance of @ number of its services. Achiewemenis include
wvery high levels of recycing and comgosting, an improved response (o customer
phone calls via the contact centre and enhanced play and recreational facilities for
young peop's. However, progress in developing its equaliies and diversiy approach
hizs been slow and the Counc® faces signdficant challenges i tackling homelessness,
improving the condition of its housing stock and increasing the number of new
affordable hormes in the longer-term. The Council's improvernent across 3 basket of
indicaiors used by the Awdit Commission is slightly abowve average for disinict councils
at B0 per cent and 37 per cent of indicators are in the best guariile compared o a
distnict council average of 23 per cent. The Councl focuses Bs delvery i six prionty
arsas.

Tauntocn Deane Borough ::-..":ii i
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Econiomy

17 The Council continues fo support the development of a vibrant local economy despite
the emerging economic downturm. A number of projects are procesding based on the
Council having secured significant externa’ funding contrbutions, including £6.45m for
Local Action for Rural Communities, asimed at communty-based ntiatives in rural
arzas across the distnct. The Counc? has a'so secured £7 8m of growth point funding
for the next two years o deliver Project Taunton - 3 significant town centre
regeneration programme. The Councl has direclly provided a broad range of support
services o advise and assist local businesses, mcludng providing effectve
merchandising for the Wellingion Chamber of Commerce, 11T for Farmers
workshops and hosting a toursm conference attended by 120 local toursm-based
businesses. The Counci is on track fo acheve its target of encouraging the
establishment of 30 new businesses each year, although numbers are slowing - from
7O in 2004, o 30 in 2007/08.

18 The Council is alse planning to re-direct investment fo suppon the development of 3
new busness incubation ecosysiem together wih one of the strategic pariners from
Southweest One. Howewer, despite he range of activities underiaken by the Council,
mpacts are dfficut o assess.

Transport

19 The Council is not 3 statutory Tanspor authonty but is successfully using its powers
and influence fo improve transporiation in the area. There are specific corporate
obectives o support thie Sounty Council in limiting the growth in traffic and reducng
the numbers of joumeys n single-occupancy wehicles. The Council has achieved
reductions in the numbers of car jouneys through its employee travel plan - incuding a
cycle saver scheme taken up by around 30 employess. Actions from the travel plan
hawve reduced the numbers of staff drving to work steadily fom 71.2 per cant in 2005,
iz 25,1 per centin 2003, The Council has supported several fransport mtiatives during
2007108, inchuding improvements to the Taunton station interchange, greater priority
for buses in Taunton town centre and planning policies to asssst buses in the proposed
wban extensions. The Councl has reviewed its on-street parking policies to support
park and ride mitiatives, with improvements planned for 2002,

Crime

20 During last year, the Council made limited progress n achievernants against this
corporate aim. Taunton Deane is 3 relatively safe area with low levels of crime
compared o other areas and the Council is active with pariners in providing a range of
services 1o mmimnse crme and ant-social behaviour. Howsver some types of crime
rose during the past year mcludng burglaries. ebberes and thefis from motor
wvehicles. Viclence against the person, sexual offences and theft of motor wehicles hawve
fallen. &3 a Crirne and Discrder Reduction Partnership (CORP), resuis are generaly
below average for the comparator group of CORPs. Taunton Deane has fallen to 15th
of 15 CORPs in its comiparisan groug for thefs from motor vehicles, and has worss
than average performance for robbery, burglary, theft of motor vehicle and theft from
miotor vehicle. Howseer, un-audited figures suggest that the Cowncil has made much
better progress in achieving its corporate aim n relation o cime in recent months.

aunton Deane Borough Counc
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How is Taunton Deane Borough Council performing

The Council has improved the range of dversicnany achvities and schames o help
reduce anti-socia behaviour. The VIBE programme, managed in partnership with Tone
Lessurs, the police and youth service operates 40 weeks per year and atiracts an
averape of 40 young pecple a week. Two further activity days during the surnmer
engaged ower 700 young people each day, and local action teams hawe prowded
dwersionary activiies such as paint-oalling a5 well as providng faclities such as youth
shetters. The Councl appoinied a parnershp support officer in August 2008 o
coordinate diversionary aciivites and deliver other community safety initiatives across
the west Somerse? districts.

Healthy Living

The Council works effectively with parners to improve guality of lifz for residents in
deprived areas. Joint work with police, leisure and health senvices in spedific arsas is
deliverng increased play and recreational facilives infomed by engagement with the
cormrmumity. With the Taumton Assocation for the Homeless, the Counc? openad 3 new
rough slespers unit in December 2008 and it has contrbuted to the county-wide choice
based letting system which went live in December 2008, providing a cross-Somersed
a@locations potoy and common housing register. The Counc? is on the way to
achieving its farget of 20 naw pitches for gypsy and travellers, having agreed 17
priches to date.

The Council has made some progress in enabling the delivery of more affordable
homes to locs’ people. but there s more to do on this in the longer term. The number
of affordable homes in the area increased 1o 120 i 2007708, but the Council is not
achieving its own targets or meeting local needs. The Council has not yet identified a
five-year supply of land on which to develop new homes and thers is a significant risk
that the Council w not meet ds target of 285 new affordable homes by March 2011.

Aspects of the Council's homelessness service have improved, but there 5 morz to do
o this. The Councd has done well to achieve best-gquartle perfomrmance for the
averape length of stay in hoste! accommodation and for the number of households n
terporary accommadation. It is on course to meet its target of reducing the numbser of
homeless households in femporary accommaodation by S50 per cent by 2010 and, as
menticned abowve, good parinership working has improved senvices for rough sleepers
and increased choice for local people in renting homes. However, numbers of
homelzssness acceptances and repeat homeless cases hawve risen whie the
gffectiveness of advice semvices to prevent homelessness has reduced.

3 The Council has made some improvements to the management of its housing stock so

that tenant satsfaction with thes remiains high, but chaenges remain. The Council has
mprowed its stock conddion data and has now estabished a programme to ensurs
Council homes meet the decent homes standard by 2011, Howewer, the tme taken to
re-lef emply homes s increasng. which means people are waiting longer to move mio
thieir homes and rental income 5 lost. The Informistion Technology system used by the
Council has alsc improved but it 550 does not support effectve management of key
arzas such as managing asbesios and gas senvicing.

Taumton Deans Borough L:-.*‘:i‘ A
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How is Taunfon Deane Borough Council performing ?

26

28

-
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The Council has defvered a wide range of good guality, communiy based projects and
schemes o address heath-relzied maters. A new food premises star-rating scheme
commenced in 2008 o provide customers with 2asy access o information on hygene
standards in restawanis. & tranng event for the food sector was atiendad by arcund
250 businesses, with 125 attending a workshop on how to improve ther food safety
standards. The Council has introduced a food safety board garme for use in schools,
amed at improving awarsness of food safety amongst young people, and there are a
riumber of schemes that were launched dunng 2008 to increase play and sporis

participation.

Environment

T The Council has continued o imgrove its performancs in mantaning the envrenment

and promaoting envronrmentaly sustanable pracices. The Borough recycles and
composts over 49 per cent of = waste - easily amongst the best performing counc’s
nationay. Waste collecied per head of population is low at 222 kilograms, betier even
than the best-performing threshold of 3742 kilograms. Riesidents are well served by
kerbside colections of recyciables and in May 2002 the Council launched a pfot o
recycle plastic boblles and card. Costs of waste collection have increased however,
from £52 88 per household in 2008007, to £57.97 in 200708, Lewvels of ceanliness in
pullic areas across the Borough are generally good. The Council has improved
performance since 2006107 on the percentage of land litersd from 14 per cent 1o

E per cent, and maintained good perfomance on fly-posting. Thers was a slight
deterioration in the percentage of land with unacceptable levels of grafft, with an
mcrease from 1o 2 per cent. Three of the Cowncil's parks have been awarded green
flag status for 2008 and Taunton won gold n the large fowndsmall city catepony of
Britain in Bloom.

The Council has made good progress on promoting environmentally sustainable
actwities in its operations and in raising awarensss in communities. & baseline of
caron emissions has been completed for the Council' s operations - 4288 fonnes per
year - and this assessrment wil form the basis of the action plan in 2008, setting cut
year-on-year reductons. The Counc® has secured provision of 50,000 energy saving
bight bulbs for the community, and has ncleded a dimaie change l=aflet with council
tax bills, promoting energy efficiency in the home.

Delmvery

The Council has improved access o its senvices through its customer contact centre.
Fesponss times to callers and reduced numbers of abandened cas have both
improved. The perfomnance of the senice has consistently excesdad targets =2t by the
Council for enquires being answered at the first point of contact, with owver 80 per cent
of calls being handled wihout having to fransfer the caller to another deparment. The
Council has acted on complants and improved the planning senvice by providing a
professional planning officer on a duty basis between B3am and Spm each day during
the wesk, Food safety rabtngs on restauranis are available on line, and the Council
made improvements to s transiation senvices for customers following a review of the
contract for that service.

aunton Deane Borough Cound
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How is Taunton Deane Borough Council performing?

30 The Council's work {0 ensure eguality and diversity in the area has made cnly limitsd
progress, Irmprovements include commencng some effective work with a loca
disabilty forum to assist i the design of services incuding fransport and cusiomer
acosss and mproving e process for producing equaly impact assessmenis (E1As)
with the mplementation of a3 new database bringng together 31 ElAs and action plans
into a single locaton. Howewer, the impact of these assessmenis s not yet evident.
The Council has made limted progress with improving access to its premises,
imzreasing the number of buildngs compliant with the Cisab®yy Discrimination Act from
581 per cent in 200807 to 62.9 per cent in 200708, but thes level of performance s
kwer than many other counc’s hawve achieved. The Council remans at Level 2 of the
Eouality Siandard whereas many of the best councils are at Level thres or above.
Crerall the Council is rmaking siow progress in improsing cuicomes in egualibes and
drversity issues.

31 The Councils Use of Resources vim fheme score reduced from 3 to 2 although there
are examples of the Council delivering irmproved senices 31 lowsr cost o custormers. It
transfemrad eleven counc! senices and 128 siaff to the Scuthwest One partnership a8
the beginning of 2008, and 21 sawings initiatwes worth £1_5m are on track for delverny.
Creral, the Councd has generated ower £2.5m worth of savings between 2005308 and
200708 - ahead of its target. Council tax morease has been maintained at 3 per cent -
b=fon the district average of 4.5 per cent and Somerset district council average of
3.8 per cent. Restruciuring of the developrment contral funclions created fwo area
teams with dedicated validation and suppor, resuling i improved perfomance on all
three perforrnance indicators.

How much progress is being made to implement improvement plans to sustain
future improsement?

32 The Council has made good progress in identifying its pricrtes and armiztions for te
mext three years. It has recently approved a sound new Comporate Strategy, which sets
outl six ams, supported by 20 obeclives. The aims and chjeciives address imporiant
issues facing the district and represent a challenging and ambiticus prograrmme. This
forms a good basis 1o guide the Councl's futurs improvermsnis.

[ ]
[ ]

The Council has strenghened s governance arrangements. Folowing a peer review,
the Council has revised its scruling arangerments o bring about more effectve
challengs. changing from six comriitees to o with a series of task and finish groups.
It has a'so esiablished a 2 howr guilodine to makse meetings more focused. Councilors
are effzctive in monforing budgets. Performancs and fnancial reporting is delegated to
one of the two main scruting panels - Siralegy and Performance Commidtee, which
receies gquarierly reports on both pedormmiance and fnance. Budget monitoring is tight
and councillors are kept informed of progress in managng particular problem areas,
imzluding increased usage of concessionary fares, interest losses on investiments and
koss of projected income from car parks.

Taunton Deans Borough Couwncil 10
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How is Taunton Deane Borough Council performing ?

[}
=

Ll
LA

Laai
=]

Senicr and middle manager capacity is streiched by the ambiticus forsard agenda and
there is a risk that 7 will not maintain mprovement levels in the shor-=rm. The Counci
i5 embarking on a major restructuring during 2008010 with much of the plannmg having
taken place during 200E08. The Council acknowledpes that managing the restruciurs
will impact on its ability o delver improvement plans in the shor-term due to the
uncertainties about jobs, the impact on staff morale and the diversion of senior
management time 1o deliver the change prograrmme. In practical iferms, senvice plans
willl be completed by the new senvice managers once apponied and because of the
phased roll-out of the change programime, many plans will not b2 in place il [ater in
the year.

The Council is wery cormmitied to parinership working and is successfully enhancing its
capacity by working with others but there is more work needed o further develop the
potential for partnership working across Somerset more wedsly. The Somerset Waste
Partnership, Southwest One, the South West Audit Pamnership and Tons Lessure are
gl actively delverng a range of services and funclions with the Counc. Progress on
developing the potential for more effective joint workng between Somerset councils
has been mxed. A cearer commitment to joint workng and the beginnings of a formal
process with councl leaders and choef executives has been recently agreed and a
report on the first year's progress was produced i December 2008 Howewver, there s
st @ lack of ¢lanty about how the parmership will secure benefits. Cument leadership
arangements need o be enhanced and speed of delvery mproved if the polential
b=nefis are to be realised. Flans and pricrites have recenily been re-assessed but
reguire strong leadership io deliver the signficant improverent and efficdency savings
that have been identfisd.

The Council has robust processes in place for monitoring performmance. Suartery
reports molude both financial and perforrmance information, structured around the
identified aims set out in the comporate sirategy. Fimancial information provides an
owverview of progress against revenue and capial budgets. Quartedy repors are
comprehensive and include trend information. Cors council managers, rather than
Direciors, are responsible for performance of sendces and meet 35 a group o
challengs progress prior o reports being presented at committes. This challenge
prowides cpportunities for problem solving. The councd has developed performance
management amangements for seweral of s key partnerships. inchuding ScuthWest
Cine, but managers recognise there is more to do on this for other partmerships that are
in place and being used to delver services.

11
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The audit of the accounts and value fior money

The audit of the accounts and
value for money

37 Your appointed audiior has reporied separately to the Corporate Governance
Cormrmittee on the issues arising from cur 2007008 awd® and has issued on
28 September 2008

= an audit report, providing an unqualified cpinion on your accounis; and

= aconcusion on your v amangemenis to say that thess amrangemsnts ane
adequate.

Use of Resources

38 The findings of the suditor are an imgoriant component of the CPA framework
described above. In particular the Use of Resowces score is denved from the
assessments made by the auditer in the following areas.

= Financiz! reporting (including the preparation of the accounts of the Couwncil and
the way thess are presentzd o the publiz).

= Financia! management {including how the fnancial management is integrated with
sirategy to support council pricriies).
= Fmancial standing (mcludng the strength of the Counc®s fnancial position ).

= Imtema contod (including how effectively the Coundl maintains proger stewardship
and control of its finances).

= Value for money (including an assessment of how well the Councl balances the
costs and quality of its services).

Taumton Deane Borough Souncil 12
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The audit of the accounts and value for money

39 For the purposes of the CPA we have assessed the Councs amangemenits for use of
resounces in these fve areas as follows.

Table 1
Element Bssessment | Assessment
200708 2006507
Financial regorting 2 ot of 4 3
Financial management 3 ouwit of 4 |
Financial standing 2 ouit of 4 3
Intemal control 2 ourt of 4 2
Walue for money 2 ot of 4 3
Crwverall assessment of the Audit Commission 2outiofd 3
Mote: 1 — lowest 4 = highest

40 The Councils owerall Uze of Resources score has fallen from three 1o two this year.
This reflects the reduciions in scores on three of the fve individual themes: fnanca
reporing. financia’ standng and value for money.

41 There are two man reasons for the reductons in the 2007708 scores.

= Inline wih the concept of contmuous improvermans, the Audit Commission has
cnce &gan rased the bar', with the intreduction of sorme new assessment critera
and the removal of the optional status for any criberia a levels 2 and 3 - for these
e lewels, & the criteria ane now rmandanory.

«  The Council's commitrment to major strategic projects, in particuar Southeees? Cne,
wihozh it expecis will deliver significant eficiency gains ower the longer-term. has
had an adwerse impact on the Council's capacity in the shorer-tem, and this has
saverely fmited the Counc’s abitly to make progress in the areas covered by the
Use of Resources assessments for this period.

42 Despie the reductions in some scores this year, the Counc is clearly commmtted io
defwerng improvernsnt in s use of rescurces, and is engaged in major long-tem
imvesmment which should help to defver this cbjective. The outcomes fom its radica
changs programme will be refected n future assessments.

Budit of the Financial Statements

43 The draft accounts were presenied for audt at the apgreed dale and met the statutory
requirernents. Howswer, they contained a material emor, &s well as three other
significant or ‘non-trvial emors. The accounts were amended for these emors and
re-zpproved, and we gave an ungualified oginicn on the revised siaternents before the
statutory deadine of 30 Sepiember.

13 I_E'Jl'l'.-: n Deane Borough Counc
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The audit of the accounts and value for money

=taff wethin the finance seciion were working under a good deal of pressure Fom
competng demands. This inevitably had an impact on the guality of the workng
papers to support the staterments, which were not of the same high same standard as
in recent years. and on the ability of s1aff to respond prompiy and effectively to queres
and reguests for addtional information at awdit.

The Council needs 1o review its accounting closure processes, and the resources
prowided to support these processes, o reduce the nsk of materia’ and other smors
occuming within the finandal statements presented to members for approval.

=)
fu

P
(=5 ]

ta Guality

Wi cammy out annual reviews o assess whether councils have in place proper
management amangements for data guality, and whether these are being appfed n
practice. Good quality data is the essential ingredient for reliable performancs and
financial information to support decision making. The data usad fo report on
performance needs to be both accurate and tirmely.

T The Councils owerall management amangements for ensuring data guality continue o

meet the minmum reguirements, in particu’ar

= responsiility for data quaity is well defined, and the Council's commament to data
quality is cormmunicated clearly and fssues relating to data guality are considered
by senior managers and councliors;

«  there are effectve arrangemenis for monitoring and reviewing data quality, in
particu'ar for monitoring the quay of performance and financial data and

= zound secunty amangements are in place for the Council's crfica’ pedformance
infommniation systems, and these amangements have been reviewed recently and
improeed.

Cue to capacty constrands, the Council has not achieved some of the agreed actions

from our 2008007 data quality review. Key areas where further work is required are as
Toll o=

= the estabishment of effective business contmuity planning;

«  more effective general awarensss training, for exampls, though a web-based
approach;

= more effective management overview and recording of data guality controls: and

= the need o agree and implement a data quaity framework wethin all key
parmerships, building on the good examples already in place within Scuthwest
Cne and the Somersst Waste Parnership.

Taunton Deans Borough Sou ':i1 14

Corporate Governance Committee,18 May 2009, Item no. 8, Pg 18



Faview of Southwest One

49

somerset County Counc?. Bvon and Somerset Police Authonty, and Taunton Ceane
Borough Council have jomed with 1M to create 3 joint venture company, known as
Southwest One to deliver 3 range of senvices under a ten-year contract. 'ts vision is to
enable the social ransformation of Taunton, Somerset and the South West, to delver
better value for money for council taxpayers and improve access 0 senvices for
residents within Somerset.

We carmed out a jont revew to assess the adequacy of Taunton Deane Borough
Council's and Somerset County Councs arrangemenis for managing the project and
for secuning value for money over the period of the confract. Cur main conclusions are
as follows.

= The contract procurement and govenancs arrangsaments ans robust and operating
satisfactodly. Appropriate senicr officers were usad in the negotistion phase with
the preferred bidder and members ware kept informed of progress, consutted &t
kzy stages of the project and provided with mformation o support the decision
mizking process. The appointrnent of KPKMG o provide advice and experize,
together with the independent review undertsken by MAANA, provided additicnal
assurance ower the conduct of the procuremsnt process.

= The main service and financial rsks associated with the contract have been
identified and appropriately assessed. However, in the longes term, the fmancial
success of this contract is dependant upon Sowthwest One's perfommance in
delivering the target procurement savings over the contract periad and the ab@y of
the authortizs” client side crganisations to manage contractual performance.

= Southwest One nesds o develop a business expansion plan, which takes account
of potential resource conflicis betwesan providing senvices and taking on new
business. Whilst the councils wil benafit financially from additiona’ dients, this will
need to be assessed aganst the risks associated with business expansion.

= The coundls risk management arangemsents sre satisfaciony but W reguire
cngoing review to maintain efectivenass.

= The govemnance model in place takes the form of regular reporting of business
performnance and is supported by an overanching framswornk.

Continued delivery of wvalue for money from Soulhwest One will be of crdical
mponance and an ongong prionty for the councls. Whilst the present arangements
o achisve this sppear to be salisfaciony, they will nead {0 be regularly tested and
subject to ongoing scrutny, as will the achievernent of benefits realisation. The
longer-temn success of the project depends on effectve contract management
arangements which resutin cost reductions, increased efficiency andior improved
delivery of services.

We will continue to monior progress on the project as part of future audits.
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rough Counc

Corporate Governance Committee,18 May 2009, Item no. 8, Pg 16



Looking ahead

| ooking ahead
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The publiz service inspeciorates have developed a new performance assessment
framework, the Comprehenswve Area Assessment (CAA). CAA w provide the first
holstic independent assessment of the prospects for local arsas and the guatiy of He
for pecple lving there. It will put the expenence of citizens, people who use services
and local tax payers at the centre of the new local assessment framework, with a
particular focus on the needs of those whose circurnstances make them vulnerzble. i
will| recognise the mpontance of effective lozal parinership working, the enhancad rofe
of Sustainable Communiies Srategies and Local Area Agreements and the
mporance of councils in leadng and shaping the commurnities they senes.

CAA w result in reduced levels of inspection and betier coordination of inspection
activwity. The key componenis of CAS will be a joint inspectorate area assessment and
reporing perdformance on the new naticnal mdicator s, fogether with an
organisations’ assessment which w combine the extemal auditer's assessment of
value for money in the use of rescurces wih a jomt inspeciorate assessment of senice
perionmance.

The first results of cur work on CAA will be pubtshed in the autumn of 2009, This wil
ncludes the performance data from 200808, the first year of the new Natonal Indicator
Zet and key aspects of each area's Local Area Agreement.

Taunton Deane Bonow
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Closing remarks

Closing remarks

56 This letter has been discussed and agreed with the Council's Management Team. A
copy of the letier wl be presented o 3 group of lzading members on 28 March 20020
Copies need 1o be provided to 31 Council members.

3T Further deta’ed findings, concusions and recommendations an the arzas covered by
audit and inspection work are ncluded in the reports issued io the Coungl dunng the

year.
Table 2 Reports issued
Report Date of issue
Audit and inspechon plan HAprl 2007
Southwest One Seplember 2008
Anmua! Govemance Repor September 2008
Cipinion on financial statements September 2008
Value for money conclusion September 2008
Final accounts memorandum Mowvemiber 2008
Use of Resources December 2008
Cata Cuality Review December 2008
Annual audt and inspection letter March 2008

38 The Council has taksn a positive and constructive aporoach to awds and nspection
wiork, and [ wish to thank the Council's staff for ther support and cooperation during
thie audit.

Availability of this letter

39 This letter will be published on the Audit Commission's website at
wiww. audit-commission.gov uk, and also on the Council's websibe.

Sophie Trim
Comprehensive Area Assessment Lead
28 March 2009
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The Audit Commission

The Audit Commission is an independent watchdog, dhving economy, efficiency and
effeciveness in local pubic services to delver better outcomes for everyons.

Cur weork across local govemnment, healh, housing, community safety and fre and rescus
services means that we have a unigue perspeciive. We promate value for money for
taxpayers. auditing the £200 billion spent by 11,000 local public bodies.

Az & force for improvernsnt, we work in parinership to assess local public senvices and
rmake pracical recommendations for promoding a betier guality of lifie for loca’ people.

Copies of this report

If you requirs further copies of this report, or & copy in [arge print, m Bralle, on taps, crina
language other than English, please call 0844 728 TOTDL

@ Audit Commission 2008
Fior further informaticn on the work of the Commission please contact:
Audit Commission, 1st Floor, Millbank Tower, Millbank, Lendon SW1IP 440

Tel: 020 7828 1212 Fax: 020 7278 8187 Textphone (minicom): 020 7830 0421
W audit-cornrmission.gov.uk
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AGENDA ITEM NO. 9

Corporate Governance Committee AGENDA [TEM NO. 9

18 May 2009

Report of the Economic Development Manager

Progress to Agreed Action Plan

Objective Management Comment

1. Promote new and support the growth of economic and community
vitality/wealth within the District with new and existing businesses
and related social endeavours and seek to reduce economic
deprivation where possible

1.1  _Alocal Economic Assessment for Taunton Deane was completed in
January 2009. The report was commissioned to establish a baseline of
economic performance as a first step in creating an Economic
Development Strategy to 2026 to coincide with the time period of the
Regional Spatial Strategy (RSS).

The conclusion is that Taunton Deane’s economic structure was weak
before the recession, and the balance of high-value/low-value business
activity and the balance between private sector/public sector
employment have been unfavourable for some time. The recession
could lead to an even lower starting point for building the level of
economic activity that is needed in the future to achieve the economic
Vision.

The assessment is attached at Annex A.

An economic development Vision has been established and ‘headline
strategies’ identified during the ‘Envisioning the Future of the Taunton
Economy’ process. The process began reviewing Taunton Deane as
an economic area, but partners and the business community quickly
identified that the economy of Taunton is under-performing, and that a
strong and vibrant Taunton would bring economic benefit to Taunton
Deane and Somerset as a whole. Stakeholders agreed that the Vision
needed to focus on the growth of the Taunton economy.

The report identifies a series recommendations and opportunities and
is attached at Annex B.

The next steps are to consult on and agree economic priorities, and
create delivery plans through stakeholder groups within each ‘Theme’
to feed into project planning delivery of activity; first drafts to be
completed by late Autumn 2009 and the Economic Development
Strategy finalised before March 2010. This will be a ‘bottom up’
process so that ownership of the Vision and Strategy is at
business/community level.
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2.1

4.1a

4.1b

Internal Service Plans will be developed to match actions to capacity
within the new organisational structure from 1 April 2010, with
performance indicators and targets agreed with all stakeholders, with
monitoring achieved through longitudinal research activity and regular
economic assessments.

Businesses leave the District because the Council does not meet
their needs

The development of the Economic strategy will take a bottom-up
approach, and will engage with as many businesses and social
enterprises as possible, in addition to representative and support
organisations, and economic development partners. The response to
the involvement of businesses in the Envisioning process has been
welcomed and received very positive feedback.

A business survey was undertaken in January 2008, specifically
around employment land and premises issues, but the survey also
requested information on additional support requirements and
perceptions of TDBC. A total of 884 responses were received from a
mailing of 7,200.

The results about employment land have been presented to the
Employment Land Task and Finish Group in order to inform their
recommendations, and the support requirements will be discussed with
Business Link.

The results from the business’s views of TDBC were as follows:

Helps businesses to thrive 1%
Actively encourages businesses 5%
Has a positive attitude towards businesses 20%
Does nothing to help businesses 24%
Actively hinders business growth 6%
No strong view 47%

There is clearly more work to be done to improve the perceptions of
TDBC by local businesses, and further work to understand their
requirements will be undertaken, but these results will be used as a
baseline in establishing performance outcomes.

Loss of information due to poor security/backup arrangements

Continuity Plan for Flu Pandemic completed but additional work not yet
undertaken.

Business Link now provide detailed information on continuity planning,
and planning for a pandemic on the businesslink.gov.uk website.
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5.1

6.1

7.1

8.1

10.

10.2

12.

12.1a

12.1b

Business Advice clinics are held regularly at Deane House, and events
on topical issues are promoted in conjunction with Business Link, eg
recent event at Taunton School and a business support week planned
for June 2009.

Poor promotion of business and economic opportunities within
the district

The likely implementation of the ‘new website’ is July/August 2009
The website is not utilised to its full potential

See5.1

The authority fails to identify the grants available

It remains my belief that the Authority would benefit from a dedicated
resource to identify and bid for funding for economic and community
development projects.

Financial loss as grants are not claimed or received

Funding for all successful grant applications is claimed and received.
Additionally, other opportunities have been exploited when presented
ie £2k from SCC to support the Envisioning process, £40k from
Somerset NHS to fund community development work in deprived
areas, and £20k from LSC to match fund research into employment
and skills issues.

Lack of evidence of best value being achieved.

Agreement has been reached on the relationship between Into
Somerset and TDBC. We are awaiting formation of Into Somerset as a
limited company so that we can agree a SLA.

A PID has been drafted by the STP Coordinator for submission to the
Regeneration Directors meeting on 6 May 2009 to begin the process of
reviewing the future of the partnership. TDBC led on the development
of a MoU, which has been signed by all partners for a period to 31
March 2010, in order to provide stability to the partnership and allow a

review to take place.

Inconsistent or improper working practices due to lack of
guidance and training

Comments as given

All staff have had interim PREDs and have either completed or have a
meeting scheduled for annual PRED.
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13. Equipmentis lost or stolen

13.1a Not completed.

Philip Sharratt
Economic Development Manager
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AGENDA ITEM NO. 10

IAUINITON

AN B AGENDA TEM NG. 10

Corporate Governance Committee - 18 May 2009

Comprehensive Area Assessment update

Report of Client and Performance Lead

(This matter is the responsibility of Executive Councillor Fran Smith.)

Executive Summary

The Comprehensive Area Assessment came into effect in April 2009. This new
approach will radically change how public sector organisations will be assessed.
This report provides an update on the Comprehensive Area Assessment for
Members.

1. Purpose of Report

1.1 The purpose of this report is to provide an update on the Comprehensive Area
Assessment (CAA).

2. Background

2.1 CAA s the new inspection regime which came into effect in April 2009. It
looks at how well local services are working together to improve the quality of
life for local people. For the first time, local public services will be held
collectively to account for their impact on better outcomes. CAA will look
across councils, health bodies, police forces, fire and rescue services and
others responsible for local public services, which are increasingly expected
to work in partnership to tackle the challenges facing our communities.

2.2 ltis ajoint assessment made by a group of independent watchdogs about the
performance of local public services, and how likely they are to meet local
priorities. Assessments will be made publicly available, in print and online,
and provide an annual snapshot of quality of life in the area.

2.3 It will give people information about how well services are delivered locally,
and help them make decisions in their communities, in their own use of
services, or perhaps where they live.

3. CAA Framework Documentation
3.1 Following extensive consultation the Final CAA Framework Documentation

has been published. Details are available on the Audit Commission website
www.audit-commission.gov.uk

Taunton Deane Borough Council Page 1 of 4 18 May 2009
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4.1

4.2

4.3

5.1

5.2

5.3

54

° The final framework remains much the same as proposed in the most
recent consultation. The Council did provide a response to the
consultation as agreed by the Overview and Scrutiny Board on
13 October 2008.

CAA Organisational Assessment for Taunton Deane Borough Council

The organisational assessments for councils, combines the external auditor’s
assessment of Value for Many (including Use of Resources) and a new
assessment, Managing Performance.

We have already submitted our Use of Resources Assessment to the Audit
Commission and they are currently undertaking on-site work with us. The
Managing Performance assessment due in summer 2009 will focus on two
areas:

° How well is the organisation delivering its priority services, outcomes
and improvements that are important to local people?

° Does the organisation have the leadership, capacity and capability it
needs to deliver future improvements?

We will have to submit a self assessment on Managing Performance,
however we are not yet aware of the final deadline for this work. This will be a
much harder test and Members should be aware that in the current
environment it is unlikely that the Council will achieve the top rating.

CAA Area Assessment for Somerset

The Area Assessment reviews performance against three overarching
questions.

) How well do local priorities express community needs and aspirations?
° How well are outcomes and improvements needed being delivered?
) What are the prospects for future improvement?

Underpinning these three questions are cross cutting themes though the area
assessment. These are:

° sustainability;

° inequality;

° people whose circumstances make them vulnerable; and value for
money.

A CAA Partnership Group has been established made up of Performance
Directors and Managers from across the public sector organisations that will
be involved in the CAA Area Assessment.

The Terms of Reference for this group have been established and one of it's
main aims is to prepare the area of Somerset for the CAA Area Assessment.

Taunton Deane Borough Council Page 2 of 4 18 May 2009
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5.5

5.6

6.1

7.1

7.2

7.3

An approach to producing a self assessment for the area is currently being
agreed by the group. This assessment will look at each of the 10 areas of
focus and assessment how the area is performing against each of the three
over-arching questions.

Auditors will start working on the Area Assessment around the end of June
and it is anticipated that the majority of the self assessment will be completed
around this time. The Somerset Partners have secured REIP funding to
provide a resource for completing the self assessment. Adrian Gladstone-
Smith has been appointed to undertake this work and is based at

Taunton Deane Borough Council.

CAA: Making public bodies more accountable

The Audit Commission will report on the CAA for Somerset in November
2009. In the report they will set out for the public how effective local public
services in Somerset are tackling the issues facing them. The use of green
and red flags will improve accountability by giving indications of exceptional
success of areas where further or different action is urgently needed.
Individual organisations will still be scored, with councils and fire and rescue
authorities given a rating of performing excellently, well, adequately or poorly.

CAA and the Local Area Agreement

The Local Area Agreement (LAA) includes both national targets (National
Indicators) for improvement and local ones. In Somerset we have agreed a
single set of 35 LAA targets which form part of the LAA with the government,
in addition we have agreed a number of supporting tier indicators. For each
of these National Indicators in the LAA, there is a Delivery Plan and a list of
actions, most of these Delivery Plans have now been finalised and all the
relevant TDBC targets and actions have been incorporated in the Corporate
Strategy. All the Delivery Plans on the Somerset Strategic Partnership
website.

As part of the CAA, the government will be assessing how well local services
are performing against the LAA targets for improvement. The CAA will also
assess local services in terms of how well they are performing against their
local priorities.

Implications for Taunton Deane Borough Council

The CAA introduces a substantial change in how local authorities will be
assessed. The focus is increasingly on how local public sector organisations
work together in partnership to deliver improved outcomes for local people as
well as delivering value from money services. We will need to demonstrate
our part in supporting partners to achieve those key LAA outcomes.

Taunton Deane Borough Council Page 3 0of 4 18 May 2009
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8. Recommendations

8.1 Members should be aware of the CAA requirements, how they affect
Somerset and Taunton Deane Borough Council and raise any issues for
clarification with Officers.

Contact: Ruth James
Performance and Client Lead
Tel: 01823 356499
r.james@tauntondeane.gov.uk
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AGENDA ITEM NO. 11

IAUINITON

AN B AGENDA TEM No. 11

TAUNTON DEANE BOROUGH COUNCIL
CORPORATE GOVERNANCE COMMITTEE - 18 MAY 2009
ANNUAL GOVERNANCE STATEMENT 2009/10

Report of Strategic Finance Officer, Maggie Hammond

Executive Summary

This report presents the Council’'s Annual Governance Statement for 2008/09,
prepared in accordance with the corporate governance framework, as required by
the Accounts and Audit (Amendment) (Regulations) 2006.

1. Background

1.1  The first Annual Governance Statement (AGS) was produced for the financial
year 2007/08. Prior to the financial year 2007/08, local authorities were
required to prepare a Statement on Internal Control (SIC) as part of the
annual Statement of Accounts. The AGS is required to be formally approved
by Council and signed by the Council’s most senior member and officer
(Leader and Chief Executive).

1.2 In 2007, CIPFA/SOLACE (Chartered Institute of Public Finance and
Accountancy/Society of Local Authority Chief Executives and Senior
Managers) published a framework document and guidance note for
‘Delivering Good Governance in Local Government’. The framework, which
has been given statutory effect under the 2006 Regulations, defines proper
practices for the form and content of a governance statement which meets the
requirement to prepare and publish a statement on internal control.

1.3  The framework identifies six core principles, each with a set of supporting
principles, around which, it is suggested, authorities’ local codes should be
structured. One of the purposes of the Annual Governance Statement is to
report publicly on the extent to which the Council complies with its local code.
The AGS should be structured in such a way, therefore, that it follows the
format used for the local code and details the level of compliance with the
core principles in demonstrating the extent to which the Council is delivering
the governance principles.

Qoo e Gorerrraartse Gommiitess, 18 MAy 2008, [teemnmo. 11, R 11



1.4

2.1

2.2

2.3

The core principles, originally developed in 2004 by the Independent
Commission on Good Governance in Public Services in the report ‘The Good
Governance Standard for Public Services’ and subsequently adapted by
CIPFA/SOLACE for local government purposes, are as follows:

i) Focusing on the purpose of the authority and on the outcomes for the
community and creating and implementing a vision for the local area;

i) Members and officers working together to achieve a common purpose
with clearly defined functions and roles;

iii) Promoting values for the authority and demonstrating the values of
good governance through upholding high standards of conduct and
behaviour;

iv) Taking informed and transparent decisions which are subject to
effective scrutiny and managing risk;

V) Developing the capacity and capability of members and officers to be
effective;

Vi) Engaging with local people and other stakeholders to ensure robust
public accountability.

ANNUAL CORPORATE GOVERNANCE

The principal purpose of the Annual Governance Statement is to provide
assurance that the organisation’s governance framework is adequate and
effective. The AGS is a public report which is intended to demonstrate the
extent to which the Council complies with its own code of corporate
governance on an annual basis, including how the effectiveness of the
governance arrangements have been monitored, and any planned actions in
the coming period.

The Annual Governance Statement needs to include the following information:
An acknowledgement of responsibility for ensuring that there is a sound
system of governance;

. A brief description of the governance framework;

. A brief description of the process that has been applied in maintaining
and reviewing the effectiveness of the governance arrangements;

. An outline of actions taken or proposed to deal with any significant
governance issues.

The Annual Governance Statement 2008/09 is attached.
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3 ACTION PLAN

3.1  An action plan has been drawn to ensure that issued raised within the AGS
are monitored and progress throughout 2009/10.

4 RECOMMENDATIONS
4.1 Itis recommended that:
)] The Annual Governance Statement for 2008/09 be approved,;
i) The Corporate Governance Committee monitors progress of the

significant issues highlighted in the statement and aides with the
preparation of the Annual Governance Statement for 2009/10.

Maggie Hammond

STRATEGIC FINANCE OFFICER

Tel: 01823 358698

E-mail: m.hammond@tauntondeane.qov.uk
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APPENDIX 1

TAUNTON DEANE BOROUGH COUNCIL

ANNUAL GOVERNANCE STATEMENT 2008/09

Scope of responsibility

Taunton Deane Borough Council is responsible for ensuring that its business is
conducted in accordance with the law and proper standards, and that public money
is safeguarded and properly accounted for, and used economically, efficiently and
effectively. Taunton Deane Borough Council also has a duty under the Local
Government Act 1999 to make arrangements to secure continuous improvement in
the way in which its functions are exercised, having regard to a combination of
economy, efficiency and effectiveness.

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

Taunton Deane Borough Council has approved and adopted a Code of Corporate
Governance, which is consistent with the principles of the CIPFA/SOLACE
Framework “Delivering Good Governance in Local Government”. A copy of the code
can be obtained on request.

This statement explains how Taunton Deane Borough Council has complied with the
code and also meets the requirements of regulation 4(2) of the Accounts and Audit
Regulations 2003, as amended by the Accounts and Audit (Amendment) (England)
Regulations 2006 in relation to the publication of a Statement on Internal Control.
The purpose of the governance framework

The governance framework comprises the systems and processes, and culture and
values, by which the authority is directed and controlled and its activities through
which it accounts to, engages with and leads the community. It enables the Council
to monitor the achievement of its strategic objectives and to consider whether those
objectives have led to the delivery of appropriate, cost-effective services.

The system of internal control is a significant part of that framework and is designed
to manage risk to a reasonable level. It cannot eliminate all risk of failure to achieve
policies, aims and objectives and can therefore only provide reasonable and not
absolute assurance of effectiveness. The system of internal control is based on an
ongoing process designed to identify and prioritise the risks to the achievement of
Taunton Deane Borough Council’s policies, aims and objectives, to evaluate the
likelihood and impact should those risks be realised and to manage them efficiently,
effectively and economically.

The governance framework has been in place at Taunton Deane Borough Council
for the year ended 31 March 2009 and up to the date of approval of the statement of

accounts. The framework is described to reflect the arrangements in place to meet
the six core principles of effective governance.

The Governance Framework
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On 17 March 2008 the Council adopted a formal code of corporate governance in
line with guidance provided by the Chartered Institute of Public Finance and
Accounting (CIPFA) and the Society of Local Authority Chief Executives and Senior
Managers (SOLACE). This describes how Taunton Deane Borough Council
discharges its responsibilities for putting in place proper arrangements for the
governance of its affairs, incorporating the six core principles identified by
CIPFA/SOLACE. The framework we have in place to ensure we adhere to the code
and the key areas of evidence of delivery are as follows:

Focusing on the purpose of the Council and on outcomes for the community
creating and implementing a vision for the local area.

Taunton Deane Borough Council is one of a number of organisations (public sector
agencies and private, community and voluntary sector groups) represented on the
Taunton Deane Local Strategic Partnership (LSP), formed to ensure that the joint
efforts and resources of local agencies are combined as far as possible to identify
and address the issues that really matter to the residents of Taunton Deane. The
LSP have an agreed Community Strategy for Taunton Deane that sets out a broad
agenda of action to improve the quality of life in Taunton Deane.

The Council undertook a Place Survey with residents during 2008/09. The survey
was conducted to seek residents’ views about the Council, its priorities and is an
important part of the evidence base that feeds into the production of the Council’s
Corporate Strategy. The Council have produced a rolling 3-year Corporate Strategy
that builds on that broad agenda to clearly establish the Council's own set of
ambitions and priorities.

The Corporate Strategy sets out detailed objectives and supporting actions under
each of the corporate priorities — specifying what Taunton Deane Borough Council
will do to secure improvement in each area. In addition, the Corporate Strategy sets
out a series of organisational objectives, embodying “how the Council will deliver
services” and meet its statutory requirements.

The Corporate Strategy is the Council’s core planning document — from which the
Council’'s Financial Strategy, Medium Term Financial Plan and annual budget, Asset
Management Plan, Capital Strategy and Housing Strategy are formed. Service
Plans are produced from the Corporate Strategy to show how each service within the
Council will contribute to the delivery of the objectives.

Monitoring reports detailing Statutory Indicators and local Performance Indicators &
progress against the corporate Strategy are reported to the Strategy & Performance
Panel every quarter. This panel was created in October 2007 and has helped to
ensure that the Council challenges Value for Money more robustly. The report is also
circulated to the Executive and the Core Council Managers Group prior to being
submitted to the panel. At the year end the outturn report is also presented to the
Executive. A summary of the Council’s progress against the Corporate Strategy in
line with its Corporate objectives is presented, alongside detailed appendices.

During 2007/08 the Council created a Southwest One partnership with IBM,

Somerset County Council and Avon and Somerset Constabulary. This partnership
has modernised and reduced the cost of many of the Council’s services as well as
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improving access to and delivery of customer-facing services enabling the Council to
improve services to the Community.

The Council is also working on a collaborative partnership between all the Somerset
Councils entitled Pioneer Somerset. It is anticipated that this will offer strong and
accountable leadership across the County, reduce duplication, deliver excellent
service quality and value for money and give communities a greater say in service
provision.

Members and officers working together to achieve a common purpose with
clearly defined functions and roles.

During 2007/08 the Council undertook an exercise to set out the roles and
responsibilities of each member of the Council’'s Corporate Management Team. The
results of this review are set out in the “CMT Roles and Responsibilities & Priority
tasks document published in early 2008. It sets out the link of each Director to a
geographical area of the Borough, to the Community Partnership they chair, to
Portfolio Holders, to a group of Ward Councillors and Senior Managers. It also sets
out specific priority tasks for the Chief Executive and Directors.

During 2008/09 a fundamental review of the structure and ways of working at all
levels within the Core Council was started. The established aim of this review is to
introduce a new structure and ways of working that will enable the Core Council to:

e Be fit for purpose, delivering our vision, widened roles and ways of working

e Deliver substantial efficiency savings for 2009/10 and beyond

The strategic direction of the organisation and sponsorship of key objectives and
priorities is undertaken by the Directors — who meet on a weekly basis with the Chief
Executive.

The statutory roles of Monitoring Officer and Chief Finance Officer are well
established and have their own control regimes in place to enhance the control
environment.

On 16™ July 2008 the Medium Term Financial Strategy was approved by the
Executive with ratification by Full Council on 7" October 2008.

The value of, and emphasis on, engaging in partnership working has increased
significantly over recent years. As such, partnership working is playing an
increasingly important role in policy development and service delivery. Locally within
Taunton Deane the Council is engaged in a number of significant partnerships such
as Southwest One, the Waste Partnership, Project Taunton, Audit Partnership, the
Local Strategic Partnership etc. With such significant levels of resources (both
financial and human) invested/committed to these partnerships it is absolutely crucial
that the Council is sure that each partnership is effective and provides value for
money.
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Promoting the values for the authority and demonstrating the values of good
governance through upholding high standards of conduct and behaviour

Taunton Deane Borough Council has always had a Standards Committee that is
designed to be chaired by and have a majority of independent members therefore
the Council was already fully prepared for the changes that were brought about by
the Local Government and Public Involvement in Health Act 2007 concerning
standards.

During the year, the committee lost three of its independent members but was very
successful in recruiting three more of a suitably high calibre to take on this role.

Due to the changes in the process with the complaints now being dealt with by the
Council’'s standards committee, it was felt that an additional parish councillor would
be of benefit to the Committee in case of a conflict of interest should there be a
complaint against a parish councillor and therefore the committee now consists of
thirteen members, seven independent members, three parish councillors and three
borough councillors.

The terms of reference for this committee includes promoting and maintaining high
standards of conduct by Councillors, advising and training on the members code of
conduct, dealing with complaints against members and dealing with any issues
raised by the Monitoring Officer. The Committee submitted its annual report to the
Council's Corporate Governance Committee on 16™ March 2009.

During the year further work will continue to raise the profile of the Standards
Committee, e.g. the Chief Executive and the S151 Officer will be invited to attend the
Standards Committee, Standards Committee independent members will continue to
visit parish councils, the Chair of Standards Committee will meet with group leaders
to ensure that the ethical governance remains high on the agenda for members.

A new code of conduct for members and employees is due out this year and there
will be a need for all members to be further updated on any new code that is
introduced.

There have been a couple of by-elections for the Borough Council on 2008 and new
members received a detailed induction folder together with individual training from
the Monitoring Officer to ensure they were able to carry out their role as quickly as
possible. In addition the members of the Committee receive regular training as well
as attending the Annual Somerset County Standards training event.

Changes to the process came into force in may 2008 and these changes were
widely advertised by the Borough Council. Notice was placed in the Somerset
Gazette and leaflets were distributed in the Council’s reception, the Citizen’s Advice
Bureau, Parish Councils, libraries, local post offices and the Wellington Community
Office.

Since the implementation of the local assessment process the council has only

received four complaints, three of which were referred for investigation and are
awaiting decision. The other was dismissed for lack of information. This was
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considered to be a low level of complaints and the Standards Committee believes
that this is due good ethical governance within the Council and the parish councils.

In July 2008 the Council was inspected by the Office of Surveillance Commissioners
on our policies, procedures and use of the RIPA legislation (Regulation of
Investigatory Powers Act 2000).

The Inspector concluded that whist there were some issues to be addressed, he was
confident that at the next inspection the procedures required would be in place and
effective. The Inspector made 6 recommendations, 5 of these were implemented
during 2008/09. The final recommendation, that further training is undertaken, will be
addressed during 2009/10.

The Council has established Whistle-blowing and Anti-Fraud and Corruption policies
and details of these are published in the Council’s staff handbook and are accessible
on the intranet. The staff handbook is regularly updated and is accessible by all staff.
The handbook contains all key personnel policies, standards, procedures and codes
of conduct.

The Corporate Governance Committee deals with the formal approval of the
accounts and any external audit reports arising from that, has an overview of the
internal audit function, an overview of the strategic risk management process, and
deals with any change to the Council’s constitution.

Internal and External audit work together to review and provide annual opinions on
the control framework, governance and validity of the annual accounts. Various other
inspection agencies such as the Audit Commission also look at specific areas of this
Council’s business.

The Council’s internal audit function is delivered via a partnership arrangement —
South West Audit Partnership (SWAP). The internal audit function operates to the
standards set out in the ‘Code of Practice’ for internal Audit in Local Government in
the UK. Working in partnership has significantly improved the quality of reporting and
the extent of the assurance provided.

Taking informed and transparent decisions which are subject to effective
scrutiny and risk management arrangements

Taunton Deane Borough Council has a published Constitution that sets out the
decision-making arrangements and the responsibilities for different functions. There
are clear rules of procedure for the running of business meetings and details of
delegated authorities to individuals. Although a number of minor changes had been
included since 2002, a more substantial review is in progress and it is hoped that this
will be finalised later in the year, however substantial amendments have been made
to take into account the changes to scrutiny and any legislative changes from the
Local Government and Public Involvement in Health Act 2007 which are now being
implemented. Further changes may also be required following the implementation of
the Local Democracy and Economic Development Act. The work on the constitution
is informed by the Constitutional Sub-Committee set up to work its way through the
various changes needed. This work would then be taken to the Corporate
Governance Committee and then to full Council for its approval.
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All significant decisions are made by the Executive which consists of the Leader
together with 8 Councillors and carries out all of the Council's functions which are not
the responsibility of any other part of the Council. Apart from the Council itself, the
Executive is the main decision-making body and makes decisions on matters which
have been delegated to it.

Council meetings are open to the public (with the exception of items that are exempt
under the Access to Information Act) and the Council makes every effort to advertise
meetings, communicate decisions and minutes of meetings to ensure that they are
available to the public.

The Executive has a published Forward Plan of Decisions to be taken and meets in
public on a monthly basis. Executive Councillors have delegated authority to make
certain decisions — and these are published in the Council’'s Weekly Bulletin. This,
together with an appropriate level of delegation to senior managers enables speedy
and effective decision-making.

The Scrutiny Function underwent a Peer review by the IDeA in September 2008 and
a number of recommendations have been made. The Council are currently
considering those recommendations and are making a number of changes to the
scrutiny process and set up.

The IDeA found that changes made with the pilot scheme was a positive change and
had the potential to deliver the further development the Council is striving for. They
confirmed that members spoke positively about the process and were actively
engaged, members felt that this contributed to their understanding of the role of
councillor. In addition members felt that the use of task and finish groups provided a
flexible and adaptable approach. The IDeA felt that there was good officer/member
relations.

However the IDeA found that there were areas that needed further work and that
there was confusion around the current structure and terminology which impacted on
the member ability to work with the new system. This is being addressed and a new
amended structure is being finalised which will be easier for all members and officers
to understand. It was felt that further training and development was required for both
members and officers and is being looked at to ensure the most appropriate training
is provided.

The IDeA review team were confident though that the changes to scrutiny function
made so far were appropriate and had the potential to enhance the role and impact
of scrutiny.

Taunton Deane Borough Council introduced the concept of strategic risk
management in March 2003 by the adoption of a Risk Management Strategy, and
Risk Management Implementation Plan. The process identifies, prioritises and
manages the risks that exist in order to ensure the Council achieves it aims and
objectives.
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The Council has in place a Risk Management Strategy which is in the process of
being revised to reflect the Core Council review and to ensure that Risk
Management within the Council is aligned with our partner organisations, The
strategy sets out clear limits of responsibility for risk management across the
Council. Major projects and partnerships also have risk registers in place and CMT
has reviewed the Corporate Risk Register.

Although at a corporate level good progress has been made in implementing risk
management with a comprehensive strategic risk register now in place as well as
individual registers covering all major corporate projects risk management is still not
truly embedded within the Council at a service level.

Members of the Council’'s Corporate Governance Committee have undergone
training in Risk Management during the year and received update reports outlining
the current Risk Management arrangements and any future actions.

The Internal Audit function provides management with reports commenting on the
effectiveness of risk management arrangements when undertaking individual
operational audits.

The Council’s overall financial arrangements are governed by its Financial Strategy
and MTFP, which set out the financial framework for the delivery of the Council’s
established Corporate Strategy.

The Council has well-developed robust budget monitoring arrangements. Regular
reports are presented to the Strategic Director, with quarterly exception reports
considered by Corporate Management Team prior to consideration by members of
the Executive and Scrutiny functions.

The robustness of the budget critically depends on the maintenance of a sound
financial control environment including effective financial management in each of the
Council's service areas. The Financial Regulations, embedded in the Council’s
Constitution set clear guidelines, procedures and limits in relation to financial
activities.

Developing the capacity and capability of members and officers to be effective
in their roles

The Council aims to ensure that officers and members have the knowledge, capacity
and skills they need to undertake their duties. The Council’'s Performance
Management Framework ensures that the links between the Council’'s Corporate
Objectives, Operational Plans and those of individual officers are clear. Staff receive
Performance Review and Employee Development interviews every 12 months to
discuss their capacity and capability to ensure that they can carry out their jobs. Any
identified gaps are then plugged by training and development opportunities. All new
members and officers undertake an induction to ensure that they get an appreciation
of the policies, procedures, values and aims of the Council.

The Council has undertaken a significant programme of management development

over the last year to ensure its leadership team is equipped to support the
challenging change programme that lies ahead. In addition, a breakthrough project,
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to enable all Members to have the skills to be the very best they can be has been
underway throughout the year.

In addition, the Council is in the process of developing the skills of its members and
is using the Member Development Charter in order to do this. This will ensure that
the members are fully equipped with the skills they need in order to be effective
leaders in their community.

In 2008/09 there were issues surrounding the effectiveness of the financial accounts
closedown timetable. This lead to errors within the accounts which required the
accounts to be submitted to the Corporate Governance Committee for re-approval.
Southwest One have written an action plan to ensure that this does not happen for
the 2008/09 accounts.

Engaging with local people and other stakeholders to ensure robust public
accountability

The Council takes account of council taxpayers concerns at the level of council tax,
feedback from consultation and the needs and aspirations of local people.

The purpose of consultation is to inform the decisions taken by the Council, to help
make the best decisions based on the views of the community and the wider
information available to the Council. = The Council consults using a variety of
methods, which include public meetings, forums, surveys (including the Place
Survey), and focus groups.

Within the Council a Consultation and Research Officer is responsible for the
development of a forward plan of consultation. This is to help ensure that
consultation is consistent, of a high quality and in order to, where possible, avoid
members of the public suffering from "consultation overload"”; by being invited to take
part in a number of different consultation exercises around the same time.

With the annual Council Tax bills a leaflet has been enclosed. This leaflet shares
with the tax payers information about the Council’s financial strategy, useful
information and includes performance information.

The Council has recently started to include a full page spread with the Somerset
County Gazette which allows it to communicate the Council’s vision and priorities.
The paper is widely read and ensures that the Council can effectively reach large
parts of the community on a regular basis.

In 2008/09 we carried out equality impact assessments for all areas and most
partnerships arrangements and from these, action plans have been drawn to resolve
any potential negative impact on any of the equality groups.

Review of effectiveness

Taunton Deane Borough Council has responsibility for conducting, at least annually,
a review of its governance framework including the effectiveness of the system of
internal control. The review of the effectiveness is informed by senior managers
within the Council who have responsibility for the development and maintenance of
the governance environment, and also by the work of the internal auditors and by
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comments made by the external auditors and other review agencies and
inspectorates.

The review for the 2008/09 statement was carried out by a working group made up
of Strategic Directors, the Council’s Group Auditor and Performance Manager. The
review was informed by:

Comments of Internal Audit — Internal Audit are responsible for monitoring the
effectiveness of the systems of internal control. Their work is based on a 4 year
rolling programme based on risk covering financial and operational audits. Audit
reports are copied to management and carry an independent opinion on the
adequacy and effectiveness of the Council’s internal controls.

Comments of external auditors — External Audit provide the Council with assurance
in the form of their Annual Audit and Inspection Letter, Use of Resources
Assessment (which includes a value for money judgement) and data quality report.

Comments of other review agencies and inspectorates.

The results of the review were reported to the Council's Corporate Management
Team prior to approval by the Corporate Governance Committee in June 2008
(where the accounts are presented for approval).

The Council’'s Corporate Governance Committee approved a Code of Governance
for the Council and a process for assessing the effectiveness of the governance
framework on an annual basis in March 2008. During 2008/09 due to other priorities
this has not been progressed as an official launch.

The results of the review have been shared with representatives of the Council’s
Corporate Governance Committee in May 2009 for them to consider. The Council
has been informed on the implications of the result of this review and a plan has
created to address the weaknesses identified and to ensure continuous improvement
of the Council’s governance arrangements is in place.

Significant governance issues

During the year the Group Auditor (South West Audit Partnership) brought a number
of control issues to the attention of the Council’'s Corporate Governance Committee.
The opinion of the Internal Auditors was that the control framework was reasonable.

There were however a few areas where it was not working well in practice, these
included payroll (issues over the authorisation of expenditure and reconciliation of
payroll data) and Economic Development (poor web presence and inadequate
assessment for projects funded from service budgets). There were a number of
weaknesses reported within the Managed Audits undertaken during the year but
these are largely historic (lack of procedural guides, poor division of duties and lack
of reconciliation between feeder systems and the Council’'s general ledger) it is
hoped that many of these issues will be addressed as part of the implementation of
SAP during 2009/10). The Internal auditors were pleased to find that managers have
already taken action to deal with these issues or have agreed to management action
plans timetabling improvements to the Council’s internal control framework.
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The annual review of the Council’s Governance arrangements did not find any major
control issues, but identified a number of actions need to be carried out during
2009/10 to strengthen the control framework.

These include:

Corporate Governance

e To ensure that the Code of Corporate Governance is publicised
internally and externally and regularly monitored to ensure that the
Council is complying with it.

e Carry out a health check on the Council’'s ethical governance
framework.

Partnership Working

e The review of corporate governance arrangements in relation to
partnership working will be on a future scrutiny agenda. Some work is
being undertaken by way of guidance for members who sit on outside
bodies. This guidance will be issued to them early in 2009

e To ensure the Council realises benefits from the transformation
projects, Pioneer Somerset and Southwest One partnership. The
Council will continue to ensure that it manages risks which arise from
these developments and will ensure that our governance arrangements
continue to be fit for purpose.

e A change of the audit plan to include Governance, Fraud and
Corruption work including partnership arrangements.

e Performance Management and review of partnerships are being
strengthened through the new strategy and corporate theme of the
Core Council review.

Scrutiny

To continue to strengthen the council’s Scrutiny function and following on
from the IDeA per review produce an annual report on the Scrutiny
function although it is recognised that significant progress has been made
in 2008/09.

Health and Safety / Risk Management

e To finalise the Risk Management Strategy and embed processes to
ensure it is fit for purpose, streamlined and effective.

e To take Health & Safety forward, highlighting priority issues needing
addressing to raise Health & Safety, knowledge and performance
within the Council.

e To formulate plans for service delivery in the loss of facilities following
on from the plans developed to prioritise service delivery in the event of
a Pandemic Flu type scenario.

Financial Systems Issues
e To review the operation of the internal controls governing the
processing of Payroll data in light of the installation of SAP.

Performance / Financial Management
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e To develop the Council’'s Asset Management arrangements.

e To fully review the Constitution and Financial Regulations during
2008/09.

e To implement improvements following the external auditors use of
resources assessment 2007/08
To complete the Core Council Review and thematic working.

e To ensure that the Southwest One action plan, in response to the
closure of the 2008/09 accounts is followed.

The Council proposes over the coming year to take steps to address the above
matters to further enhance our governance arrangements and periodically report
back to the Corporate Governance Committee on progress being made. We are
satisfied that these steps will address the need for improvements that were identified
in our review of effectiveness and will monitor their implementation and operation as
part of our next annual review.

Signed: Zl W Signed: Hdave

Ross Henley Penny James
Leader of the Council Chief Executive
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TAUNTON DEANE BOROUGH COUNCIL

APPENDIX 2

ANNUAL REVIEW OF GOVERNANCE & INTERNAL CONTROL 2007/08

ACTION PLAN
Finding Actions Resp Completed
Officers By
Corporate Governance
To ensure that the Code Code to be “publicised” SA
of Corporate Governance | to Officers and Members
is publicised internally and | and Partners.
externally and regularly
monitored to ensure that To monitor compliance SA
the Council is complying with TDBC'’s Code.
with it.
Partnership Working
To further develop the Review of governance of | SA
corporate governance existing partnerships.
arrangements in relation
to Partnership working. Develop partnership BC
standards and a checklist
for partnership working.
Ensure risks are BC / SA Ongoing
managed on key
partnerships — Pioneer
Somerset and Southwest
One.
To review partnerships | Follow-up work from BC
and SLAs to ensure their | Solace Review in 06/07
actions support key local
priorities in the
sustainable  Community
Strategy that feeds into
wider LAA targets.
Scrutiny
To continue to develop Report on outcome of ™ October
Scrutiny function. scrutiny pilot. 2008
Ensure that CMT
recommendations from Immediate
Task & Finish reviews
are progressed and
monitored.
Staffing & Customers
To continue to monitor the | Improve data availability | KT
levels of staff absence. and reporting.
To ensure that staff are Core Brief. RJ
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regularly updated on

major projects / initiatives | Regular staff updates on | CMT /
that will affect the Council. | key projects. Change
Managers

To improve Corporate Scope of CRM Change RS
Standard of customer Project extended to
care and satisfaction with | cover non-systems
Council services. issues.
Health and Safety / Risk Management
To review the corporate Review current SA
risk management arrangements and report
arrangements to ensure to CMT on
they are fit for purpose. recommended

improvement
To ensure the Council's Gap analysis and report | SA
risk management to CMT completed.
arrangements are
embedded in all key Gaps closed
projects and all service
areas.
To ensure Members are The introduction of SA
updated, at least annual periodic reporting on risk
on how the Council's management to
major risks are being Members (Corporate
managed. Governance Cttee).
To implement the new Provide appropriate DW
Health and Safety training and guidance
Management System and
cascade throughout the
authority.
To review the Council’s Gap analysis to CMT JL
business continuity
planning arrangements. Council wide plan to be JL

completed and published
Financial Systems Issues
To review the operation of | Make sure SLA clearly KT
the internal controls identifies responsibilities
governing the processing | for the operation of
of Payroll data by controls.
Somerset County Council
on behalf of Taunton
Deane.
Performance / Financial Management
To develop the Council's New AMP approved by GS

Asset Management
arrangements.

CMT and Members.

Ensure the planned
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review of assets is
completed.

Ensure the data held on
assets is complete and
up to date.

To develop a robust set
of measures to evaluate
performance of the
Council's Assets.

To fully review the Training on Financial SA
Constitution and Financial | Regulations completed.
Regulations.
Financial Procedures SA
Updated to reflect
structural changes, and
system changes.
New contract standing SA
orders approved.
New constitution
approved by Members. ™ October but
ongoing.
To improve performance Review of best practice. | SA/AGS
management
arrangements. New reporting style in SA [ AGS
place at TDBC
Review of data quality SA/AGS

issues and report to CMT
on gap analysis
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AGENDA ITEM NO. 12

Internal Audit nmuat-Report

TAUNTON DEANE BOROUGH COUNCIL

CORPORATE GOVERNANCE COMMITTEE 18" May 2009 | AGENDAITEM NO. 12

Annual Report 2008/2009

REPORT OF THE GROUP AUDITOR (South West Audit Partnership) This
matter is the responsibility of Councillor Henley, the Leader of the
Council.

1. PURPOSE

The Accounts and Audit Regulations (England) 2003 requires public authorities to
publish an Annual Governance Statement (AGS).

The Statement is an annual review of the System of Internal Control and gathers
assurance from various sources to support it. One such source is Internal Audit.
Guidance from the CIPFA Finance Advisory Network states that “the Head of Internal
Audit should provide a written annual report to those charged with governance timed to
support the Annual Governance Statement’.— Meeting the Requirements of the
Accounts and Audit Regulations 2003, Incorporating Accounts and Audit
(Amendment)(England) Regulations 2006 (IPF Publication).

The same reports states that the annual report from the Head of Internal Audit should:

e include an opinion on the overall adequacy and effectiveness of the
organisation’s risk management systems and internal control environment

e disclose any qualifications to that opinion, together with the reasons for the
gualification

e present a summary of the audit work from which the opinion is derived,
including reliance placed on work by other assurance bodies

e draw attention to any issues the Head of Internal Audit judges particularly
relevant to the preparation of the Annual Governance Statement

e compare the work actually undertaken with the work that was planned and
summarise the performance of the internal audit function against its
performance measures and criteria

e comment on compliance with these standards and communicate the results of
the internal audit quality assurance programme.

The purpose of this report is to satisfy this requirement.

2. THE ROLE OF INTERNAL AUDIT

The Internal Audit service for TDBC is provided by the South West Audit Partnership
(SWAP). SWAP has adopted and works to the Standards of the Institute of Internal
Auditors. The Partnership is also guided by the Internal Audit Charter which is
reviewed annually and the CIPFA Code of Practice for Internal Audit in Local
Government. Internal Audit provides an independent and objective opinion on the
authority’s control environment by evaluating its effectiveness. Primarily the work of
the Unit includes:

e 4 -Year Plan of Operational Audit Reviews
¢ Annual Review of Key Financial System Controls

1
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3. INTERNAL AUDIT WORK PROGRAMME FOR 2008/2009

3.1 OPERATIONAL AUDITS

Operational Audits are a detailed evaluation of a service’s control environment. A risk
evaluation matrix is devised and controls are tested. Where weaknesses or areas for
improvement are identified, actions are agreed with management and target dated. In
total 14 operational audits were planned, however, 3 of these reviews were not
completed and with the approval of the Head of Financial Services, 1 review has been
rescheduled for 2008/09. A further 3 Audits were completed from the previous year.

As part of the Auditor's Opinion, each review is given a ‘star rating offering
management the following levels of assurance:

* %% Comprehensive - The areas reviewed were found to be adequately
controlled. Internal controls are in place and operating effectively at all times and risks
against the achievement of objectives are well managed.

* * Reasonable - Most of the areas reviewed were found to be adequately
controlled.  Generally risks are well managed but some systems require the
introduction or improvement of internal controls to ensure the achievement of
objectives.

Partial - Generally risks are not well managed and systems require the
introduction or improvement of internal controls to ensure the achievement of
objectives.

A No - The areas reviewed were found to be inadequately controlled. Risks are
not well managed and systems require the introduction or improvement of internal
controls to ensure the achievement of objectives.

Where low to medium control or administrative weaknesses are identified, normal
expectation is for reviewed areas to be assessed into the ‘Reasonable’ category of
assurance. However, where the assessed area falls below ‘Reasonable’, management
is expected to address the risks identified as a matter of priority and monitor their
progress against the agreed action plan.

The following is a summary of the reviews. Those completed at least to draft stage
have resulted in 139 agreed actions for improvement:

1 audit was completed from the previous year:
e Housing Repairs (13) - ~+ * %+ Reasonable

6 audits were completed and final reports issued:

e COUNCIL TAX (15) - # ®# %+ Reasonable

e EcoNomiC DEVELOPMENT (18) - Partial
e HOUSING SALES (1) - © * % %k Comprehensive
e INSURANCES (12) - Partial

e STORES(11)- ~ ®* % Reasonable

e TREASURY MANAGEMENT (17) Partial

8 audits are at draft stage pending client approval:
e DEVELOPMENT CONTROL (6) - # % % * Reasonable
e HOMELESSNESS (8)- # %+ Reasonable
e PAYROLL (5)- # %% Reasonable

2
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PROCUREMENT (11) - Partial
TRANSPORT PoOLICY (3) - # * %/ Reasonable
IS — DISASTER RECOVERY (16) - Partial

IS — SoclAL NETWORKING (3) - ~ * % = Reasonable
Corporate Information Security — Non Opinion

For the remaining audit, testing is being finalised and a draft report will be issued
shortly:
e PARTNERSHIP ARRANGEMENTS

Corporate Policy & Performance was not completed from the plan with agreement of
management and will be rolled forward into the 2009/10 audit plan.

3.2 MANAGED AUDITS

Managed audits are completed to assist the External Auditor in their assessment of the
Council's financial control environment. In addition the following reviews have been
completed which resulted in 40 agreed actions for improvement:

CAPITAL ACCOUNTING (5)
CREDITORS (8)

DEBTORS (6)

HOUSING BENEFITS (4)
HOUSING RENTS (5)
MAIN ACCOUNTING (5)
NNDR (7)

The External Auditors are likely to focus on these weaknesses when they carry out
their work to sign off the Council’s final accounts. Summaries of all actions arising
from the Managed Audits have been provided to the Strategic Director who will ensure
that Council Managers monitor these through to completion. However, it should be
noted that the weaknesses identified are mainly of an administrative nature. In the
case of NNDR, the risks centred on a lack of supervisory review. On the whole | am
able to offer reasonable assurance that key financial controls are in place and working
as intended.

4. OTHER ACTIVITIES

In addition to the above activities Internal Audit continue to provide support and advice
to management on a wide range of internal control and risk matters including the
facilitation of ad-hoc risk sessions. In addition the Group Auditor acts as the Data
Protection Officer, providing necessary advice and dealing with Information
Management issues. The Group Auditor also acts as the Key Contact for the National
Fraud Initiative and coordinates the Council’s response.

5. SWAP - PERFORMANCE

In November 2008 SWAP expanded to include Weymouth and Portland Borough
Council and West Dorset District Council. Work was also undertaken for Forest of
Dean District Council and further work is ongoing. Performance standards are
maintained across the partnership and in 2008/09 SWAP are introducing a new web
based auditing system (MKInsight) to improve management information and increase
the flexibility of its staff.
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With regards to TDBC on the plan for 2008/09 performance was as follows:

Operational Audits completed in year compared to the plan: 14 out of 16 (88%)
Number of actions for improvements agreed by managers: 126
Managed Audits completed in year compared to plan: 8 out of 8 (100%)
Number of actions for improvements agreed by managers: 40

6. TDBC - SUMMARY OF ACITVITY

Compared to the audit reviews from last year, there has been a decline in the number
of services receiving a reasonable assurance with five services being given “partial”
assurance.

For all of the reviews an agreed action plan has been drawn up with the cooperation of
the service management to address identified control weaknesses.

The managed audits of the key financial systems did not identify any serious concerns.
Although there were 40 agreed actions resulting from these reviews they were of an
administrative nature and the findings would not have had an impact on the Council's
final accounts. The Strategic Director has been provided with records of the 40 actions
and has agreed to monitor progress through to completion.

The areas of particular concern were:

Economic Development - The opinion has been graded as partial based upon the
evidence examined at the time of the audit. However, | can now affirm from
information provided that there has been a significant review completed in respect of
the performance of the service by the new manager and service plans have been
agreed and put in place that will re-establish the role and function of the Economic
Development service. At the time of the audit there were significant weaknesses
identified in the areas of keeping the Council’s website up to date, the lack of legal
agreements in place covering Into Somerset and the Somerset Tourism Partnership
and lack of evidence in the form of assessments required to secure LABGI funding.

Insurances — At the time of the audit the Insurance Officer had only been in post for
less than a year, much of her time and resource has been dedicated to preparing
information papers for the tender exercise as well as dealing with new and existing
claims. Management have been receptive to all the issues raised and it is anticipated
that the Insurance Officer will be able to dedicate time to addressing the issues raised
in the audit. The main areas of concern identified were poor record keeping and
retention of evidence and processes required to be able to demonstrate a complete
audit trail from notification of incidents through to claim settlement. It is noted that as
a result of the changeover of insurance providers the administration of the insurance
function and the general awareness of the service amoungst Council managers has
improved.

Treasury Management — Although it is worth noting that despite some organisations
potentially loosing capital during the ongoing credit crisis, Taunton Deane’s prudent
approach has meant that all of it's investments have been protected. Although the key
documents required by the regulations were all found to be in place and Treasury
Management is regularly monitored through reports to the Executive as well as through
performance indicators within the Southwest One contract, the loss of the Principal
Accountant has affected the delivery of some aspects of the service and there are
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instances where audit trail and documentation held needs to be improved.
Weaknesses included the requirement to review the Council's Treasury Management
Policy which should include the split of responsibilities across the Council and
Southwest One and the new staffing arrangements; lack of evidence to support why
investment decisions are taken and the lack of a regular reconciliation of the
investment records to the main accounting system.

Procurement — The audit focussed on how the Council has historically operated in
relation to procuring goods and services. It was appreciated during the audit that the
Council is going through a period of radical change and many of the required policies
and processes that were either missing, out of date or not being followed have been
put ‘on hold’ until the new Strategic Procurement Service and SAP are operational.
The audit revealed that throughout the Council there are varied levels of knowledge
including in some areas little understanding of the wider issues surrounding
procurement. From speaking to a sample of staff across all services it was clear
procurement processes were inconsistent.

However, management are confident that the successful implementation of SAP along
with awareness and training sessions for staff on procurement will address many of the
issues raised and ensure the Council can meet its Corporate objectives on
procurement in the future.

Disaster Recovery Planning — Although the Council has in place a contract with an
external data recovery contractor it was established that there has been no business
impact review undertaken by the authority to assess the impact that the loss of IT
systems would have on the authority as a whole. The Council although having some
procedures in place does not have a formalised Disaster Recovery Plan and although
back-up tapes are tested and restored there has there has never been a formal test of
any disaster recovery arrangements.

Although not considered to be material concerns the following issues (while in the
process of being addressed) are in my opinion significant and therefore worthy of being
brought to the attention of the Council:

Quality of systems and procedural documentation:

One theme that emerged in many of the audits covered was either the lack of
procedural manuals or the quality and their coverage of key areas of the Council's
financial activities.  Procedures and documentation must be robust in order that
management can assess compliance with the processes undertaken by officers, to
ensure that services are being delivered in accordance with defined processes.
Management recognise this is an area of weakness and is anticipated that the process
mapping exercise being undertaken as part of the Southwest One and the change to
SAP will help to address this area of weakness.

Main Accounting System:

SWAP'’s review of the Council’'s Main Accounting System picked up on the ongoing
issue that faces the Council in staying with an outdated Financial Management
System. The issues raised included the very basic profiling of budgets, the lack of
adequate management information available from the current system and the need for
system improvements. The Council acknowledges that changes to the current system
and reporting facilities are needed and will be addressed as part of the implementation
of SAP.
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7. TDBC - GROUP AUDITOR'S OPINION

Overall and with the exception of the issues raised above, | am able to offer
‘Reasonable’ assurance that key controls are in place and working well. Where
weaknesses have been identified | am satisfied by the management response, in terms
of an agreed action plan.

For those reviews where concerns have been raised, | am confident that Service
Managers and the Corporate Management Team have these on their ‘radar’ and are
monitoring progress to a satisfactory conclusion.

The key financial systems in the main have again been found to be operating
effectively and for those actions agreed, the Strategic Director has been provided with
records of the 40 actions and has agreed to monitor progress through to completion.

Recommendation
The Committee should note the content of this report.

Contact Officer:-

Chris Gunn - Group Auditor — South West Audit Partnership
01823 356417 chris.gunn@southwestaudit.gov.uk
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