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Chapter 7 Annual review and Reporting
Delivering Good Governance in Local Government

THE ANNUAL GOVERNANCE STATEMENT
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7.5

Local authorities are required to prepare an annual governance statement (see
Chapter two) in order to report publicly on the extent to which they comply with
their own code of governance, which in turn is consistent with the good
governance principles in this Framework. This includes how they have
monitored and evaluated the effectiveness of their governance arrangements in
the year, and on any planned changes in the coming period. The process of
preparing the governance statement should itself add value to the effectiveness
of the governance and internal control framework.

The annual governance statement is a valuable means of communication. It
enables an authority to explain to the community, service users, tax payers and
other stakeholders its governance arrangements and how the controls it has in
place manage risks of failure in delivering its outcomes. It should reflect an
individual authority’s particular features and challenges.

The annual governance statement should provide a meaningful but brief
communication regarding the review of governance that has taken place,
including the role of the governance structures involved (such as the authority,
the audit and other committees). It should be high level, strategic and written in
an open and readable style.

The annual governance statement should be focused on outcomes and value
for money and relate to the authority’s vision for the area. It should provide an
assessment of the effectiveness of the authority’s governance arrangements in
supporting the planned outcomes — not simply a description of them. Key
elements of an authority’s governance arrangements are summarised in the
next section.

The annual governance statement should include:
an acknowledgement of responsibility for ensuring that there is a sound
system of governance (incorporating the system of internal control) and
reference to the authority’s code of governance
reference to and assessment of the effectiveness of key elements of the
governance framework and the role of those responsible for the
development and maintenance of the governance environment, such as
the authority, the executive, the audit committee, internal audit and others
as appropriate
an opinion on the level of assurance that the governance arrangements
can provide and that the arrangements continue to be regarded as fit for
purpose in accordance with the governance framework
an agreed action plan showing actions taken, or proposed, to deal with
significant governance issues
reference to how issues raised in the previous year’s annual governance
statement have been resolved
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a conclusion — a commitment to monitoring implementation as part of the
next annual review.

The annual governance statement should be signed by the leading member
(or equivalent) and chief executive (or equivalent) on behalf of the authority.
The annual governance statement should be approved at a meeting of the
authority or delegated committee (in Scotland, the authority or a committee
with a remit including audit or governance).

Local authorities are required to include the annual governance statement
with their statement of accounts. As the annual governance statement
provides a commentary on all aspects of the authority’s performance, it is
appropriate for it to be published, either in full or as a summary, in the annual
report, where one is published. It is important that it is kept up to date at time
of publication.

GOVERNANCE ARRANGEMENTS
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Key elements of the structures and processes that comprise an authority’s
governance arrangements are summarised below. They do not need to be
described in detail in the annual governance statement if they are already
easily accessible by the public, for example through the authority’s code of
governance.

Developing codes of conduct which define standards of behaviour for
members and staff, and policies dealing with whistleblowing and conflicts
of interest and that these codes and policies are communicated
effectively.

Ensuring compliance with relevant laws and regulations, internal policies
and procedures, and that expenditure is lawful.

Documenting a commitment to openness and acting in the public interest.
Establishing clear channels of communication with all sections of the
community and other stakeholders, ensuring accountability and
encouraging open consultation.

Developing and communicating a vision which specifies intended
outcomes for citizens and service users and is used as a basis for
planning.

Translating the vision into courses of action for the authority, its
partnerships and collaborations.

Reviewing the effectiveness of the decision-making framework, including
delegation arrangements, decision-making in partnerships, information
provided to decision makers and robustness of data quality.

Measuring the performance of services and related projects and ensuring
that they are delivered in accordance with defined outcomes and that they
represent the best use of resources and value for money

Defining and documenting the roles and responsibilities of members and
management, with clear protocols for effective communication in respect
of the authority and partnership arrangements.
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Ensuring that financial management arrangements conform with the
governance requirements of the CIPFA Statement on the Role of the
Chief Financial Officer in Local Government (2015) or CIPFA Statement
on the Role of the Chief Financial Officer of the Police and Crime
Commissioner and the Chief Financial Officer of the Chief Constable
(2014) as appropriate and, where they do not, explain why and how they
deliver the same impact.

Ensuring effective arrangements are in place for the discharge of the
monitoring officer function.

Ensuring effective arrangements are in place for the discharge of the head
of paid service function.

Providing induction and identifying the development needs of members
and senior officers in relation to their strategic roles, supported by
appropriate training.

Reviewing the effectiveness of the framework for identifying and
managing risks and for performance and demonstrating clear
accountability.

Ensuring effective counter fraud and anti-corruption arrangements are
developed and maintained in accordance with the Code of Practice on
Managing the Risk of Fraud and Corruption (CIPFA, 2014).

Ensuring an effective scrutiny function is in place.

Ensuring that assurance arrangements conform with the governance
requirements of the CIPFA Statement on the Role of the Head of Internal
Audit (2010) and, where they do not, explain why and how they deliver the
same impact.

Undertaking the core functions of an audit committee, as identified in
Audit Committees: Practical Guidance for Local Authorities and Police
(CIPFA, 2013).

Ensuring that the authority provides timely support, information and
responses to external auditors and properly considers audit findings and
recommendations.

Incorporating good governance arrangements in respect of partnerships
and other joint working and ensuring that they are reflected across the
authority’s overall governance structures.
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