SECTION 6 — ANNUAL GOVERNANCE STATEMENT

Scope of Responsibility

Carlisle City Council is responsible for ensuring that its business is conducted in accordance
with the law and proper standards, and that public money is safeguarded, properly accounted
for, and used economically, efficiently and effectively. The 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, the Council is responsible for putting in place proper
arrangements for the governance of its affairs and facilitating the effective exercise of its
functions, including arrangements for the management of risk.

The 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 from the Assistant Director (Resources).

This statement explains how the Council has complied with the code and also meets the
requirements of regulation 4 (2) of the Accounts and Audit Regulations 2011 in relation to the
publication of a statement on internal control — the Annual Governance Statement.

The Purpose of the Governance Framework

The governance framework comprises the systems, processes, culture and values by which the
Council 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 the 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 provide only 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 the Council’s policies, aims and objectives,
to evaluate the likelihood of those risks being realised and the impact should they be realised,
and to manage them efficiently, effectively and economically.

The governance framework has been in place at the Council for the year ended 31 March 2011
and up to the date of approval of the Statement of Accounts for 2010/11.

The Governance Framework

The following are the key elements of the systems and processes that comprise the Council’s
governance arrangements:

The Council’s vision of its purpose and intended outcomes
The Council's vision is proposed by the Executive as part of the draft Corporate Plan which is
then debated and agreed by full Council. This vision is then communicated through the

Corporate Plan itself, and the Summary Corporate Plan which is a working document for staff
and members. An annual report will communicate the outcomes and performance of the plan to
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residents with the end of year performance report presenting the key outcomes to the Executive
and Overview & Scrutiny Panels.

The Council’s vision — implications for governance arrangements

The Corporate Plan is periodically reviewed with Members to ensure that the vision and
priorities are still relevant and constant with Members' aspirations. Arrangements for Overview
and Scrutiny are reviewed every year as part of the annual report - thus ensuring consistency
with corporate priorities. Portfolios on the Executive are reviewed every year by the Leader of
the Council.

Measuring the quality of service for users

The Council's performance management framework ensures that elected Members and officers
monitor performance in key service areas on a regular basis. User satisfaction is measured
through a variety of channels and media such as the Carlisle Focus surveys (User and
resident). The Council has reached the ‘achieving’ level of the Equality Framework for Local
Government. This external assessment has provided the Council with a detailed report
identifying good practice and areas for further improvement and these recommendations have
been incorporated into our equality action plan. The impact of key decisions are recorded in
each of the Executive papers ensuring that impact assessments form part of all of the Council’s
key decisions.

Performance in services for customers was monitored through management information
indicators, highlighting the short and medium terms trends and reported corporately to the
Senior Management Team. Progress against corporate plan priorities and key actions is
reviewed quarterly and reported through the Executive and relevant Overview & Scrutiny
Panels.

During 2009/10 and 2010/11 the Council entered into shared service arrangements in respect of
ICT, Revenue and Benefits and Internal Audit. These arrangements sought to deliver financial
savings to the Council whilst also improving the resilience in the services being provided and
improving and maintaining services to the public. All of the Shared Services are underpinned by
sound, documented governance arrangements which encapsulate the agreements between the
participating Councils.

Roles and Responsibilities

The City Council comprises 52 elected Members and holds elections by thirds in three years out
of every four. The Council operates executive arrangements under the Local Government Act
2000 and has done so since September 2001. During the course of the last year, after public
consultation, the Council chose to implement the “strong Leader” model authorised by the
legislation, whereby the Council appoints the Leader for a four year period, who then nominates
his Executive Portfolio Holders and decides the scope of their briefs and the extent of delegated
powers to each.

Currently, the Executive comprises the Leader and five Executive Members (prior to May there
were six), one of whom the Leader is required to nominate as Deputy Leader. The operation of
the Executive itself is prescribed by the Executive Procedure Rules set out in the Council’s
Constitution. It meets normally on a four-weekly cycle, with the Leader having oversight over
both the agenda and the Forward Plan of key decisions to be considered by the Executive over
the coming four months.

The Leader has set out the powers and responsibilities that he has delegated to both Portfolio

Holders and Officers in an extensive Scheme of Delegation, incorporated into the Constitution,
that he reviews at least annually but usually more frequently in practice. Any amended Scheme
of Delegation is held within the Governance Directorate and all Members of the Council receive
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a copy. All decisions made by the Executive, whether collectively or individually, are properly
recorded and subject to call in and scrutiny by the Council’s Overview and Scrutiny Panels,
subject, of course, to the provisions applying to matters deemed urgent.

Under the Executive arrangements, the full Council is responsible for setting the Council’s
budget and its policy framework within which the Executive must operate. The Council has also
established a series of Overview and Scrutiny Panels of which, currently, there are three
(Community, Environment & Economy, and Resources). These Committees undertake the
statutory scrutiny role set out in the Act and assist with examining and commenting on those
policies proposed by the Executive for adoption as part of the policy framework. The three
Panels are supported by a dedicated Scrutiny Officer who services solely the scrutiny function
of the Council to ensure transparency in the process. Each Panel also has a nominated
member of the Council’s Senior Management Team to support it in its scrutiny function. The
operation of the scrutiny function is set out in the Overview and Scrutiny Procedure Rules in the
Council’s Constitution.

Importantly, during the course of the year, the Council has reviewed its Budget and Policy
Framework. Previously, the Council had over 80 ‘policies’ reserved to it (i.e. the Council had to
make any decision relating thereto). The review reduced this number to 11 policies being
reserved to Council. The change means that decisions are able to be taken in a more clear and
transparent manner and, from a corporate governance perspective, it is a great deal more
certain where responsibility for decision making rests, i.e. with the Council or the Executive.

The executive/scrutiny functions of the Council are supplemented by a number of regulatory
Committees, established to deal with development control, licensing and certain non-executive
employment matters. Their powers and Terms of Reference are set out in the Constitution,
together with the extensive delegated powers given by the Council to both the Committees and
officers in respect of the various matters falling within the responsibility of the Committees.
These powers are reviewed and approved by the Council annually.

The Council has an officer structure which changed substantially in 2009/10 as part of the
transformation process, and which now comprise a Chief Executive, a Deputy Chief Executive,
a Strategic Director and five Assistant Directors.

The Chief Executive, Deputy Chief Executive and all Directors comprise the Senior
Management Team (SMT) which meets on a fortnightly basis, to discuss corporate issues.

Codes of Conduct and Standards

The Council has formally adopted the statutory Code of Conduct for its elected Members,
without modification. It forms part of the Council’s suite of constitutional documents and all
Members undertake to adhere to its provisions (standards of behaviour, declarations of interest,
register of gifts/hospitality etc) as part of their Declaration of Acceptance of Office when elected.

Oversight of the Members’ Code of Conduct, to ensure both compliance and the proper training
of Members, rests with the Council’'s Standards Committee, which currently comprises twelve
Members and has an independent Chair. Training on both the Code itself and the ethical
principles behind it is provided to all newly elected Members of the Council as part of the
standardised induction process. Further training for Members on particular relevant Standards
issues is provided by way of follow-up sessions as issues arise.

The Members’ Code of Conduct is supplemented by a protocol governing Member and Officer
working which was adopted by the Council as an additional guide to the Council’s expectations
and its cultural approach to the day-to-day working relations between Members and Officers.
Training on this, is again, provided as part of the Member Induction Programme. Other
supplemental guidance documents, adopted by the Council to assist with probity and best
practice, include the Planning Code of Conduct for those Members serving on the Development
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Control Committee and the Members’ Protocol on the Use of IT provided by the Council.
Training is again provided in the Member Induction Programme. In-year training is also given to
Members of the Development Control and Licensing Committees on the specialist issues and
considerations that arise because of the particular work of those Committees.

Although there is no National Officer Code of Conduct available, the Council, during 2010/11,
prepared and adopted its own Code of Officer Conduct. Following a consultation period, the
code was formally approved by Members on 14" September 2010 and now forms part of the
Constitution. There is also a formal Induction procedure for all new staff, supplemented by other
information e.g. the Constitution, disciplinary procedures, etc.

During the year, the Council continued to develop and deliver its training schedule for both
Members and officers to raise awareness of ethical governance issues across the Council, such
as Counter Fraud measures, Money Laundering, Whistleblowing, Procurement & Contracts and
Budgetary Control issues. This forms part of the Council’s training programme which is
considered and agreed by the Members’ Learning and Development Group.

Standing Orders/Financial Procedure Rules

The Council’s Contracts Procedure Rules and Financial Procedure Rules, together with the
extent of delegation to officers in these areas, are set out extensively in the Council’s
Constitution. They define the overarching rules governing procurement by the Council and the
powers and constraints on Members and officers in respect of the exercise of financial powers.
The core documents, including authorised levels of spend and virement and “key decision”
financial limits, are reviewed at least annually (and more frequently if circumstances arise) and
updated by the Council. The Contract Procedure Rules were significantly changed during
2010/11 to reflect changes in procurement regulations and particularly electronic procurement
and the use of framework agreements. These changes were adopted in October 2010, and as a
result the Procurement and Commissioning Strategy was amended in early 2011.

In terms of risk assessment, this is overseen in the Council by a formal Risk Management
Group made up of relevant officers and the Portfolio Holder for Governance and Resources. A
representative from Marsh Ltd — the Council’s Insurance Brokers/Advisers - also attends on an
ad-hoc basis. The Group oversees the compilation and updating of both the corporate and
operational risk registers maintained by the Council, where the main corporate and directorate-
specific risks faced by the Council are scored against an agreed matrix and appropriate steps
identified to mitigate such risks as far as possible. All risks are monitored through the
management monitoring function of Covalent, the Council’s performance management system.

Financial Management Arrangements

The Council has a duty to comply the key principles contained within the revised CIPFA
statement of the ‘Role of the Chief Finance Officer in Local Government.’.

The Assistant Director (Resources) is the Council’s Chief Financial Officer, is an experienced,
qualified accountant and is a key member of both SMT and JMT and as such, has direct access
to the Chief Executive.

The main controls for financial management are set out in the Constitution — these are the
Budget and Policy Framework and the Financial Procedure Rules. These cover the
arrangements for Financial Management, Financial Planning, Risk Management and Control of
Resources, Financial Systems and Procedures and External arrangements. The Council also
complies with the Prudential Framework for Local Authority Finance.

The Council has a Medium Term Financial Planning process (MTFP) which integrates budget
and corporate planning to match resources to the corporate priorities. The planning and
monitoring framework is co-ordinated through the Joint Management Team which consists of
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the Executive Members and SMT. The MTFP for 2012/13 to 2016/17 will be presented to
Executive, ROSP and Council between July and September 2011.

Regular meetings are held with identified budget managers, from which budget-monitoring
reports are prepared for both Capital and Revenue expenditure and considered by the
Executive and Resources Overview and Scrutiny Panel. The Council is committed to improving
the effectiveness of its budget monitoring arrangements and in strengthening the links between
budget and performance monitoring.

The annual Statement of Accounts has been produced to statutory deadlines and year-end
actual results are reported against budgets. The summary revenue position is shown within the
explanatory foreword, comparing actual results against revised budgets. Out -turn reports
produced for revenue and capital expenditure are presented to the Audit Committee and are
considered by Executive, ROSP and Council. The Council is committed to making continuous
improvements to comply with the Local Authority Code of Practice and (International) Financial
Reporting Standards.

Audit Committee

As a means of ensuring best practice, the Council has established an Audit Committee to
oversee the workings of the corporate governance arrangements of the Council and to report to
Council on these and related financial probity issues. The Audit Committee operates in
accordance with CIPFA’s “Audit Committees — Practical Guidance for Local Authorities”. This is
supplemented by the Council’'s Standards Committee, established under the Act to be
responsible for conduct issues relating to elected Members.

Ensuring Compliance with Relevant Laws

Systems are in place to ensure that appropriate legal and financial advice is provided at
relevant points in the decision-making process to ensure the vires of decisions made by the
Council. All reports to Members requiring a decision incorporate an addendum from both the
Assistant Directors of Governance and Resources who are the Monitoring Officer and Chief
Finance Officer respectively. This ensures that checks are made on the legal and financial
consequences of any course of action prior to a decision being made. Both statutory officers
are also members of the Joint Management Team and the Senior Management Team to ensure
that financial and legal advice is available at the inception when any issues relating to the
Council’s powers and duties are under consideration.

Similar representation by legal and financial officers is provided for on Officer Working Groups
dealing with relevant policy issues so that a check is maintained on vires and financial issues at
that level. Legal representation and advice is also provided as a matter of course at the
Development Control and Licensing Committees to ensure that the quasi-judicial functions
carried out by those Committees are undertaken lawfully.

The Council has a variety of methods of receiving updates in legislative changes. In addition to
the departmental roles in keeping up to date with legislative, regulatory and guidance changes,
the Council subscribes to a corporate legal updating service which provides for daily updates
directly to officers. The usual method of direct notification of legislative changes by Central
Government also occurs on an ongoing basis.

Whistle blowing and complaints

The Council operates a formal Corporate Complaints System in accordance with best practice
recommended by the Local Government Ombudsman, giving members of the public capacity to
complain about aspects of the Council’s services with which they may be dissatisfied. The
objective of the complaints process is to endeavour to resolve the complaint satisfactorily at
local level, rather than it being referred to the Ombudsman, although this, of course, is always
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an entitlement of the complainant if they remain dissatisfied with the Council’s handling of the
matter.

The basis of the corporate complaints process is that the relevant Directorate deals with the
complaint initially but, in the event of the complainant still being dissatisfied, the process
provides an internal Right of Appeal to a small panel of three elected Members who review the
position. This includes a formal hearing at which the complainant may attend, in an endeavour
to resolve the matter.

The Council has a Confidential Reporting Policy that is available to all members of staff on the
Intranet.

Identifying the development needs of Members and senior officers

The Council has a formal team appraisal scheme, which is mandatory for all officers, including
all senior managers. It is carried out each year and forms part of the review of the Corporate
Plan. Team appraisals are recorded in the performance management system and the number of
completed appraisals is reported as management information. There is routine monitoring of
compliance by SMT along with an annual report to Members of the Resources Overview and
Scrutiny Panel which includes the key findings of the annual Employee Opinion Survey.

During 2010/11 Members had their equivalent of the appraisal scheme known as a Personal
Development Review, again a formal scheme within a Framework approved by Council.
However a revised framework for Member Learning and Development has recently been
approved by Council (April 2011) which includes provision to implement a Member/Leader
Annual Review to replace the Personal Development Review. An analysis of all Members' roles
including those of a strategic nature has been undertaken and is used to identify training needs
for Members holding or aspiring to strategic office.

Clear channels of communication

The City Council has recently revised its Communication Policy and Consultation Policy that
clearly set out its commitment to high quality, timely, relevant communications and consultation
that encourage feedback from all sections of its local communities. These policies underpin the
Council's developing Community Empowerment and Engagement Policies that will ensure local
peoples' involvement in the design and delivery of more responsive local services. The Council
works closely with local groups representing those that are in a minority in our local
communities, including those with a disability and ethnic minorities, to ensure that their
communications and consultation needs are met.

Good governance in respect of Partnerships

The Council’s key governance arrangements and procedures ensure that partnerships are
entered into for the right reasons, all factors/ implications are fully considered as part of the set-
up process, the Council’s role is clearly defined, expected outputs and outcomes are identified
and the appropriate monitoring arrangements are in place. In all, the Council has robust
managing arrangements in place and a clear framework in which to operate. It is important to
note that whilst these central control mechanisms exist, the actual appliance of and delivery of
partnerships is the responsibility of individual service areas. Key control measures are outlined
below:

The Council has a robust Partnership Policy in place that provides guidance on the nature and
risks of partnerships. This Policy includes a clear definition of a partnership and, more
specifically, what constitutes a significant partnership. Responsibilities for setting up, delivering
and monitoring partnerships are clearly defined both in the Policy and in general working
practices.
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The Corporate Partnerships Register, maintained by Financial Services, is the central
monitoring tool used to track all partnerships in progress. Consideration is given towards Exit /
Succession strategies (if appropriate) at the initial set up and as part of the Annual Review.

A Business Case model, based around good practice measures, is used for all new proposed
partnerships. These are considered by SMT. Proposed significant partnerships are also
reported to the Executive.

Appendix E of the Council’s Financial Procedure Rules contains specific guidance on officers’
duties and responsibilities regarding partnerships. A Flowchart provides an aid for officers to
guide them through the partnership process. Supplementary guidance notes are also in place
as well as the availability of one to one training and support to guide officers setting up new
partnerships, through to annual reviews.

Operationally, risk assessments are maintained and shared with partners throughout the life of
the partnership. Emerging significant risks are brought to the attention of the Council’s Risk
Management Group. Strategically, the Council manages the potential risk of new and existing
partnerships through the Corporate Risk Register. The Corporate Risk Register is reviewed
quarterly by the Risk Management Group and reported to Resources Overview and Scrutiny
Panel and the Audit Committee.

Significant partnerships are subject to a robust set of measures. Annual reviews are
undertaken for all significant partnerships, the results of which form part of the proposed annual
summary reporting on partnership working arrangements. This reporting is co-ordinated by
Financial Services and is considered by SMT and Executive.

Review of Effectiveness

The Council has responsibility for conducting, at least annually, a review of the effectiveness of
its governance framework including the system of internal control. The review of effectiveness
is informed by the work of the managers within the Council who have responsibility for the
development and maintenance of the governance environment, the Audit Service Manager’s
annual report, and by comments made by the External Auditors and other reviewing agencies
and inspectorates.

The following processes have been applied in maintaining and reviewing the effectiveness of
the governance framework:

An effective Governance Framework is maintained by ensuring that the Council’s Constitution is
reviewed and up-dated on a regular basis. This includes both the Council’s and the Leader’s
Schemes of Delegation for Directors and Chief Officers, and encompasses and defines the
roles of the Council, the Executive and the standing Committees including Overview and
Scrutiny, Standards Committee and the Audit Committee.

Regular meetings of the Council and its Committees are held during each year and all reports to
the Executive include comments from the Assistant Director (Resources) (the Council’s Chief
Financial Officer) and the Assistant Director (Governance) — the latter also being the Council’s
Monitoring Officer. The aforementioned Assistant Directors also oversee the reports considered
by the Council’s Regulatory and Audit Committees.

The Council also undertakes a continuous review of its risk-management responsibilities by
ensuring that each Directorate maintains an up-to-date Operational Risk Register. Any risks
that are considered to affect the Council as a whole are incorporated into the Corporate Risk
Register (CRR). This is reviewed and updated by the Corporate Risk Management Group that
meets on a regular basis. Progress on the CRR is reported quarterly to Members.
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In accordance with the requirements of the CIPFA Code of Practice for Internal Audit, the Audit
Service Manager reports to the Audit Committee on a regular basis, to appraise Members of
any emerging control/governance/risk issues. The Audit Service Manager also presents an
annual report that includes a statement of assurance relating to the Council’s overall standard of
internal control.

A full review of the Council’s Code of Corporate Governance has been undertaken and all of the
requirements outlined in the CIPFA/SOLACE document “Delivering Good Governance in Local
Government” have been assessed. Where necessary any areas where action is required to
ensure that the Council meets all of the defined requirements are identified on the Action Plan
that forms part of this Statement.

| have been advised on the implications of the result of the review of the effectiveness of the
governance framework by the Audit Committee and a plan to address weaknesses and ensure
continuous improvement of the system is in place.

Significant Governance Issues
| propose, over the coming year, to monitor and implement improvements to further enhance
our governance arrangements. However | am satisfied that any necessary improvements that

were identified in the review of effectiveness are not deemed to be significant in nature, and are
therefore not reported as part of this statement.

Signed on behalf of Carlisle City Council
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