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	This report presents the Annual Governance Statement 2009/10 to Audit Committee Members for approval.


1. It is recommended that:
Members approve the Annual Governance Statement 2009/10. 

2. Reasons for recommendation:

To meet the requirements of the Accounts and Audit Regulations.  
3
Alternatives considered:

Not applicable.

4. Consultation undertaken/proposed:

Not applicable.

5. Background to the Annual Governance Statement


In April 2006 the Accounts and Audit Regulations were amended to require Councils to produce an Annual Governance Statement (AGS).   In essence the AGS is the formal statement that recognises, records and publishes an authority’s governance arrangements as defined in the framework. This document has a wider remit than its forerunner the Statement of Internal Control, which it now subsumes.   The requirement to produce an AGS took effect from April 2007; therefore the AGS 2009/10 is the third publication. 
In August 2006 the Department for Communities and Local Government issued a Circular to clarify what they deemed to be ‘proper practice’. The circular stated that ‘proper practice’ in relation to internal control relates to guidance contained in the following documentation:
· Statement on Internal Control in Local Government: meeting the requirements of the Accounts and Audit Regulations 2003, published by CIPFA in 2004. 
· Corporate Governance in Local Government: A Keystone for Community Governance (Framework and Guidance Note), produced by CIPFA/SOLACE in 2001 and updated in 2007.
The Circular is significant as it clears the way for the AGS (the part of the new CIPFA/SOLACE governance framework that subsumes the SIC) to be assigned proper practice status and therefore have statutory backing. 
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The Governance Framework 
The CIPFA/SOLACE working group has produced guidance on creating a governance framework. It recommends an interrelated system that brings together an underlying set of legislative requirements, governance principles and management processes. Most crucially, however, is the doctrine that good governance relates to the whole organisation. 

The governance framework itself remains a discretionary code and is offered to organisations as good practice. It outlines six core principles of good governance focusing on the systems and processes for the direction and control of the organisation and its activities through which it accounts to, engages with and leads the community. 
7
The Purpose of the Annual Governance Statement  
The purpose of the AGS 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. At its most effective, the process of preparing the AGS adds value to the corporate governance and internal control framework of the Council. 
The Audit Commission’s view is that the arrangements required for gathering assurances for the preparation of the AGS provide an opportunity for Council’s to consider the robustness of their governance arrangements.  In doing so, Councils need to recognise that this is a corporate issue, affecting everyone in the organisation.  It is also important to recognise that the purpose of the AGS is not just to be ‘compliant’, but also to provide an accurate representation of the arrangements in place during the year and to highlight those areas where improvement is required. This will also demonstrate to stakeholders what those arrangements are.
8
Governance Principles
The new CIPFA/SOLACE governance framework clearly sets out the fundamental principles of corporate governance, these are:

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

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

3. Promoting values for the authority and demonstrating the values of good governance through upholding high standards of conduct and behaviour

4. Taking informed and transparent decisions which are subject to effective scrutiny and managing risk

5. Developing the capacity and capability of members and officers to be effective

6. Engaging with local people and other stakeholders to ensure robust accountability

9 Annual Governance Statement 2009/10
The AGS relating to 200910 is attached for your information as Appendix 1. It has four key areas, as follows:-

· A description of the elements that make up the governance framework in the Council based on the six principles(Section 4) including a review of the effectiveness of the elements, and a summary of areas where improvements to the governance system are required, 
· The annual audit opinion from the Chief Internal Auditor (Section 5),

· External Review and Inspection reports and

· An action plan to address issues raised and ensures that there is continuous improvement in the governance systems.

10 Recommendation

It is recommended that Members approve the Annual Governance Statement 2009/10. 

	For further information and background papers: For further information about this report or access to any background papers please contact Wendy Ready Tel: 01706 925443


Ruth Hunter
Head of Finance Services
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