AU6 – ANNEX 1

Annual Governance Statement 2008/09
Scope of responsibility
1. The County 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. The County 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 County 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.

2. The County 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 is on our public website. This statement explains how the County 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.  Corporate governance is the framework of accountability to users, stakeholders and the wider community, within which organisations take decisions, and lead and control their functions, to achieve their objectives. The quality of corporate governance arrangements is a key determinant of the quality of services provided by organisations.
DELIVERING GOOD GOVERNANCE- FRAMEWORK:

The purpose of the governance framework
3. The governance framework comprises the systems and processes, and culture and values, by which the County Council is directed and controlled and its activities through which it accounts to, engages with and leads the community. It enables the County 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 the County 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 County Council for the year ended 31 March 2009 and up to the date of approval of the annual report and statement of accounts.

The Governance Environment
The key elements of the systems and processes that comprise the Council’s governance arrangements are set out below.

Identifying and communicating vision of our purpose and intended outcomes for citizens and service users
4. The County Council's vision and objectives are supported by four strategic priority themes which are developed jointly by the Cabinet and the County Council Management Team (CCMT) and articulated in our published Corporate Plan. The planning process takes account of the needs and wishes of customers and communities which are articulated through a range of consultation exercises. The Cabinet’s initial proposals are referred to the relevant Scrutiny Committee for further advice and consideration and then submitted to full Council for approval.
5. The strategic priorities are translated into SMART
 outcome-focused targets which are monitored through our corporate ‘Balanced Scorecard’ (focussing on performance in four areas – Customers, Finance, People and Process). Our Corporate Plan is supported by Directorate Plans and Service Business Plans which encompass what the Council is aiming to achieve to deliver the vision.  Each of these plans is also supported by a Balanced Scorecard to allow us to measure ongoing progress. 

Reviewing the County Council’s vision and its implications for the County Council’s governance arrangements
6. The County Council’s Constitution sets out the roles of and relationships between the full Council, the Cabinet and Scrutiny and other Committees in the budget-setting and policy- and decision-making processes and sets out their legal requirements. The County Council's Corporate Plan is part of the County Council's Policy Framework and is approved by full Council in accordance with the provisions of the County Council's Constitution. The Constitution also sets out a record of what responsibility each County Council body or individual has for particular types of decisions or for decisions relating to particular areas or functions.  The Constitution requires that all decisions taken by or on behalf of the County Council will be made in accordance with the principles set out in the Constitution.
7. The Constitution also sets out how the public can take part in the decision-making process and the Cabinet’s Forward Plan of decisions sets out what consultation will be undertaken before a decision is taken and with whom.  Many of the responsibilities of the County Council committees require statutory consultation to precede a decision being taken. 

8. As part of the review of the Constitution currently taking place, the issue of how the County Council identifies and conducts debates on major issues of the day is being considered. The Constitution is reviewed annually.

9. The Local Government and Public Involvement in Health Act 2007 introduced new powers of scrutiny as well as a duty to respond to local petitions; the new Councillor Calls for Action (CCfA) complements the duty in relation to petitions.  Guidance is awaited from Government in these areas, but the County Council will be actively considering these during 2009/10.
Risk Management
10. The County Council has a Risk Management Strategy which aims to ensure that there is continuous improvement in the arrangements for managing risk and uncertainty across all directorates. The Director for Social & Community Services and the Chairman of the Audit Committee are nominated as Risk Champions.

11. The County Council has in place a process for identifying, assessing, managing and reviewing the key areas of risk and uncertainty that could impact on the achievement of County Council’s objectives and service priorities. Risk management is an integral part of the business planning process. Reports to committees to support key policy decisions or major projects include an assessment of both opportunities and risks.

12. A strategic risk register is in place that is owned and reviewed by CCMT and members of the Cabinet.  Service Risk Registers are owned and reviewed by each Head of Service with their management teams and the Director on a quarterly basis. An escalation process is in place to report significant service risks to CCMT as part of the quarterly performance reporting process and separately to the Audit Working Group.  Risk registers are compared to the Internal Control Checklists as part of the evaluation of governance and internal control.

13. Risk Management in projects is a standard defined in the Corporate Project Management Guidelines and includes the requirement for risk registers to be maintained as part of the risk management process.
Measuring the quality of services for users, for ensuring they are delivered in accordance with the County Council’s objectives and for ensuring that they represent the best use of resources
14. Overview and Scrutiny Committees hold the Cabinet to account in discharging their functions.  Service performance and quality are measured through our performance management framework which aligns with our planning framework to ensure service priorities are in accordance with the County Council's objectives. We also use our residents’ survey and citizens’ panel to test user perceptions of service quality. 

15. The County Council’s Financial Strategy for 2009/10 to 2013/14 sets out the requirement to create £5 million savings each year in order to create headroom in the budget for reallocation to the County Council’s priorities.   These, plus further savings to address directorate pressures, contribute towards the Council’s Value for Money targets.

Defining and documenting the roles and responsibilities of the executive, non-executive, scrutiny and officer functions, with clear delegation arrangements and protocols for effective communication
16. The County Council’s Constitution sets out how the Council operates including the roles of the Cabinet and Committees. The arrangements for delegation to individual Cabinet Members are also set out in the Constitution.
17. The general scheme of delegation to officers is set out in the Constitution, as are the specific powers and functions of particular officers. In addition, individual Directorates have a scheme of further delegations and sub-delegations of powers and each of these is approved by the Chief Finance Officer and the Monitoring Officer.

Developing, communicating and embedding codes of conduct, defining the standards of behaviour for members and staff
18. The County Council has developed and adopted two Codes of Conduct for Councillors and Officers respectively; both Codes clearly define the high standards of behaviour expected by the County Council and the duty owed to the public.  Training to embed the requirements of the codes is provided by the Council’s Monitoring Officer for both Councillors and Officers. Both codes form part of the County Council’s Constitution and are readily accessible via the council’s Internet and Intranet websites.

19. The Independent Chairman of the Standards Committee provides a formal annual report to the Council on the work of the Standards Committee which has overall responsibility for standards of behaviour for Councillors.

20. Both codes are reviewed at least annually by the Monitoring Officer to ensure that they continue to be effective and up to date. 

Reviewing and updating standing orders, standing financial instructions (financial regulations), a scheme of delegation and supporting procedure notes/manuals, which clearly define how decisions are taken and the processes and controls required to manage risks
21. The County Solicitor monitors and reviews the operation of the Constitution to ensure that its aims, principles and requirements are given full effect and makes recommendations on any necessary amendments to it to the Council. The County Solicitor is authorised to make any changes to the Constitution which require: compliance with the law; or to give effect to decisions of the Council or (so far as within their powers) the Cabinet, scrutiny committee and ordinary committees; or to correct errors and otherwise for accuracy or rectification. All other changes to the Constitution will only be approved by the full Council after consideration of a recommendation from the County Solicitor. 

22. The Financial Procedure Rules and Financial Regulations are reviewed annually by the Chief Finance Officer and published on the public website. Schemes of Financial Delegation and Delegation of Powers are reviewed and updated annually and are published on the County Council’s intranet.   

23. The County Council has an Audit Committee which meets six times a year, and operates in accordance with proper practice being the practical guidance published by CIPFA in 2006. In addition to the formal Audit Committee, the County Council also operates an Audit Working Group, made up of members of the Committee and Senior Officers, chaired by the co-opted member on the Audit Committee; this group looks in detail at specific areas of governance, risk or control under the direction of the Audit Committee.

Review of the effectiveness of the internal audit function
24. In accordance with the Account and Audit Regulations 2003 (as amended), the Audit Committee receives a report annually from the Monitoring Officer on the effectiveness of the system of internal audit. The Audit Committee has determined the process by which this review is undertaken, which includes continuous monitoring of the Internal Audit process by the Audit Working Group.

Ensuring compliance with relevant laws and regulations, internal policies and procedures, and that expenditure is lawful
25. The County Council uses a range of measures to ensure compliance with established policies, procedures, laws and regulations including:
· Notification of changes in the law, regulations and practice to Directorates by Legal Officers;
· Training carried out by Legal Officers  and external experts;
· The drawing up and circulation of guidance and advice on key procedures, policies and practices;
· Proactive monitoring of compliance by relevant key officers including the Chief Finance Officer, the Monitoring Officer & County Solicitor;
· Implementation of the Corporate Legal Strategy.

26. Guidance and advice on all key policies and procedures have been reviewed and updated. All policies and guidance have been incorporated into a Managers’ Handbook and Toolkits for use for Human Resources and Finance. 
27. Compliance with the new or revised policies is monitored by the relevant key officers and is incorporated in the Internal Control Checklist completed by each Directorate.

28. Under Section 5 of the Local Government and Housing Act 1989, the Monitoring Officer is required to report to the County Council where, in his opinion, a proposal, decision or omission by the County Council, its Members or Officers is or is likely to be unlawful and also to report on any investigation by the Local Government Ombudsman.  It has not been necessary for the Monitoring Officer to issue a formal report for the year 2008/09. The Monitoring Officer undertakes a review of the County Council’s annual governance arrangements.  This review is formally reported to the Standards Committee.  

Financial Management
29. The Financial Procedure Rules, Financial Regulations, Scheme of Financial Delegation and Delegation of Powers (paragraph 21 above) are supported by a Treasury Management manual, a Capital manual, an Accounting manual and a toolkit for use by non-finance specialists which are published on the County Council’s intranet.  The Accounting manual has been communicated to staff via a series of finance briefings, the toolkits have been communicated to managers through manager briefings.
30. In addition there are teams of professionally qualified staff both in the Corporate Core and in the Shared Service Centre.  Part of their role is to support managers throughout the County Council in fulfilling their financial responsibilities.  This support is mainly, but not exclusively, provided by the Finance Business Partners. The teams also provide regular scrutiny and challenge where appropriate.

Whistle-blowing and receiving and investigating complaints from the public
 The Council has a formal complaints and whistleblowing procedures which allow staff, service users, contractors, suppliers and the public to confidentially raise concerns about any aspect of service provision or the conduct of staff, elected councillors or other people acting on behalf of the Council.  
Identifying the development needs of Councillors and senior officers in relation to their strategic roles, supported by appropriate training
31. There are specific role descriptions for Leader of the Council, Deputy Leader of the Council and Cabinet and Shadow Cabinet Members. In addition, the County Council’s Constitution sets out the roles and functions for all councillors.  Members’ development needs are ascertained against these role descriptions and appropriate learning and development opportunities identified.

32. Training and development needs for senior managers are identified and followed up through the appraisal and personal development plan process. 

Establishing clear channels of communication with all sections of the community and other stakeholders, ensuring accountability and encouraging open consultation
33. The County Council has clear channels for communicating with all sections of the community and other stakeholders.  This includes a comprehensive website, a quarterly news magazine for residents, a press office for managing messages via the media and a programme of forums and meetings.  

34. The County Council also has well established consultation and engagement arrangements and adopted a new Consultation & Involvement Strategy, ‘Ask Oxfordshire’ on 16 September 2008.  The Council actively uses the feedback it receives to help set priorities and to drive improvements to services.   Examples of this include an annual budget consultation exercise, large-scale opinion surveys, consultation with our 3,000 member Citizens' Panel and feedback from our Sounding Boards.  The County Council has a consultation page on its website http://www.oxfordshire.gov.uk/consultation where the details of council consultations are provided. 
Incorporating good governance arrangements in respect of partnerships and other group working as identified by the Audit Commission’s report on the governance of partnerships, and reflecting these in Oxfordshire County Council’s overall governance arrangements. 
The County Council re-structured its Local Strategic Partnership in 2006 in advance of the Local Government White Paper, “Strong and Prosperous Communities” to ensure that its strategic partnership arrangements are fit for the purpose of developing the sustainable community strategy and negotiating and managing a new larger Local Area Agreement from April 2008. The Oxfordshire Partnership built on this by undertaking a further review of governance in 2008/09 in order to improve performance management, communication, accountability and the effective engagement of elected members (district and county) in significant partnerships. The Oxfordshire Partnership Board and Public Service Board are due to adopt the new Oxfordshire Partnership Governance Framework in 2009/10.

Governance and funding within Schools
35. The financial framework for schools is set out in the Scheme for Financing Schools, which is approved by the Secretary of State. The practical day to day application is set out in the Financial Manual of Guidance, which also includes links to the County Council, Constitution, DCSF (Department for Children, Schools and Families) Toolkit and the best practice advice from the Audit Commission. The Scheme is reviewed and updated annually through the Schools Forum and schools receiving delegated budgets adhere to the financial framework. Failure to comply with the scheme can lead ultimately to withdrawal of delegation.
36. The Dedicated Schools Grant (DSG) has been deployed in accordance with regulations made under the School Standards and Framework Act 1998 as amended and updated through The School Finance (England) Regulations 2008. Local Authorities (LAs) are required under section 52 of the Schools Standards and Framework Act 1998 to prepare and submit a budget statement not later than 31st March for the prescribed period to the Secretary of State for Children, Schools and Families. 
37. The section 52 statement has been completed for 2009/10 and has been subject to the normal DCSF data validation exercise and clarifications and adjustments are due to be submitted as normal.  The Section 52 statement is a public document and is published on the OCC website. 
38. The DSG is divided between schools in what is called the Individual Schools Budget (ISB) and centrally retained expenditure. The schools support team visits schools to provide support, advice and challenge which provides assurance on the ISB.   The management accounting team reviews the spend and governance of the central expenditure. Both areas have the support of the schools’ technical team responsible for the DSG funding formula calculation (and other funding streams) based on DCSF guidance.  The above covers the majority of the DSG funding.  Oxfordshire Schools Forum is consulted on financial and governance issues and advises the council on these from the schools’ perspective.   The schools support team validate each school’s budget annually. The team also use a comprehensive risk assessment tool to identify schools with higher financial risks or issues and provide them with additional support and oversight.  Where progress is not made a notice of concern can be issued and ultimately this could, if necessary, lead to withdrawal of delegated budget from a school.
Programme and Project Management
39. The County Council requires projects to be managed using the Project Management Framework which gives a comprehensive structure and processes for project management.  There is a Change Management Board which reviews and provides robust challenge on the County Council’s most significant projects.  The Directorates review project progress as part of quarterly performance reporting. 

ICT and Information Security
40. The Head Service for ICT has overall responsibility for ICT development and security.  ICT security is promoted by the Information Security Manager.  The Assistant Head of Legal and Democratic Services is the Council’s Data Controller and chairs the Information Governance Group with representatives from all Directorates, Human Resources and ICT.

DELIVERING GOOD GOVERNANCE IN LOCAL GOVERNMENT: 
Review of effectiveness
41. The County 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 senior managers within the County Council who have responsibility for the development and maintenance of the governance environment, the Head of Internal Audit’s annual report, whistleblowing reports and comments made by the external auditors and other review agencies and inspectorates.

42. The following paragraphs describe the process that has been applied in maintaining and reviewing the effectiveness of the governance framework, and include some comment on the role of key bodies.

The Audit Committee
43. The Audit Committee process has been subject to review annually as part of the Audit Commission’s audit of the Council’s Use of Resources. The effectiveness of the Audit Committee impacts directly on the Commission’s assessment of “Internal Control”, which in the last three years has been concluded as “performing well”.

44. The Chairman of the Audit Committee produces an Annual Report to Council. The report for 2008 identified the following key achievements: 
· Recognition in the independent review of financial management against the CIPFA Financial Management Model of good practice, that both Internal Audit and the Audit Committee are a strength.
· Continuous improvement in our governance arrangements as reported by the External Auditors following their annual review of the Accounts and our Use of Resources.
· Monitoring the implementation of agreed management actions resulting from Internal Audit reports; in particular this has led to stronger performance management of the Fairer Charging System, and the Accounts Payable System and therefore improved financial management.
45. The Audit Working Group assists the Audit Committee by carrying out detailed examination of audit, risk and internal control matters. It consists of three county councillors and three named county councillor substitutes under the chairmanship of an independent co-opted member, all of whom are nominated by the Audit Committee, and including the chairman and deputy chairman.  All members of the Audit Committee receive the Group’s papers and may attend the meetings as observers. The Group’s role is to act as an informal working group to assist the Audit Committee to discharge its responsibilities in respect of risk, control and governance arrangements, relations with external audit and monitoring of internal audit resources and activities. The Group’s work programme is closely coordinated with that of the Audit Committee and its meetings have mostly taken place shortly before Audit Committee meetings. Its activities are reported at each meeting of the Audit Committee and its independent Chairman also provides an annual report to the Audit Committee.  The Group’s main contribution to good governance is to allow members to receive and challenge both written and oral reports on aspects of internal control in a forum which facilitates detailed scrutiny and confidential discussion. The Group’s power to invite officers to attend to explain their actions in areas of concern contribute significantly to its effectiveness.

Overview and Scrutiny Committees
46. The County Council's scrutiny arrangements were subject to review as part of the Audit Commission's Corporate Assessment. This highlighted that scrutiny provided useful challenge to the County Council as well as identifying areas for future development. The Corporate Governance Scrutiny Committee reviewed and updated the Local Code of Corporate Governance 15 January 2009. There are strong links between Corporate Governance Scrutiny Committee and the Audit Committee.  The activities of the six scrutiny committees are reported annually to Council in the Scrutiny Annual Report.
The Standards Committee 
47. The Committee considered the revised model Code of Conduct for Members, leading to its adoption by the Council in May 2007. The Monitoring Officer is required to provide quarterly reports to the Standards Board on the work of the Council’s Standards Committee. For 2008/09 there have been no complaints made against any County Councillor of this Authority.  The Standards Committee’s Independent Chairman produced an Annual Report to Council of its activities for 2008/09 and commended the high standards of conduct exhibited by Councillors.
48. The Monitoring Officer's Annual Report to the Standards Committee has confirmed that good progress has been made on areas for improvement as set out in the Audit Commission's Ethical Governance Audit.  The Members’ declarations have been reviewed with no significant issues of concern identified and the Council has placed details of all Members’ expenses on-line to demonstrate transparency and re-assurance to the public on these important matters. 
Corporate Governance Assurance Group

49. The Corporate Governance Assurance Group (CGAG) was formed from the previous Statement on Internal Control Working Group in September 2007. The Group has monitored and reviewed the Annual Governance Statement action plan 2007/08 and completion of risk registers and Internal Control Checklists (ICCs) during 2008/09.  The Directorates, Shared Services and the Corporate Core have updated their ICCs every 6 months and have demonstrated clear progress in embedding the assessment process.   An internal audit was carried out as part of the 2008/09 audit plan which tested the quality of the evidence supporting the management responses and comments made by directorates that support the certificates of assurance.   The exit meeting for the audit identified no material weaknesses. No recommendations were made by the external auditors KPMG LLP relating to the 2007/08 Annual Governance Statement.  

50. Key advances in internal control made during the year are summarised below.

51. The Group has continued to monitor the progress made in strengthening corporate governance within partnerships.  The Oxfordshire Public Service Board is due to agree and adopt the new Oxfordshire Partnership Framework in 2009/10 and agree the implementation plan to action the proposed changes to partnerships and their governance.  It is anticipated that this implementation plan will be largely complete by 31 March 2010.  Included in this is a new annual self-governance audit of all partnerships in the Oxfordshire Partnership Framework.  This is a web-based tool based upon the most recent Audit Commission guidance which is being trialled in 2009 and is scheduled to be fully operational by February 2010.  
52. CGAG recognises that partnership working is a key driver for improving outcomes for local people and uses means such as scrutiny, internal audit and the internal control checklist to measure its effectiveness. It is recognised that further work is necessary to address concerns around the governance of partnership data.   The Data Quality strategy is being updated to reflect the complexity of data governance arrangements necessitated by partnership working. 
53. As part of a review of the OCC data strategy, work has been undertaken to strengthen both the council and the partnerships' data governance arrangements.  Work is underway to agree ownership of, and responsibility for, the governance of data for each indicator within the National Indicator set.  Priority was given to LAA targets and data maps agreeing responsibility for data governance against each LAA target have been completed; this project will now move to look at the remaining National Indicators.   The re-fresh of the Data Quality strategy, now the Data Governance strategy, will be completed by the end of July 2009 and an action plan will be agreed to support the revised Data Governance strategy.  
54. Guidance to staff on what to do in case of a breach of ICT security has now been issued. Monitoring arrangements have been put in place, and are being managed by the Information Governance Group. The effectiveness of these new arrangements has yet to be tested.
55. The Procurement Manual and associated documents have been revised to a higher standard and made available to all staff.  Training is a mandatory prerequisite for user access to the procurement process.
56. There has been success in identifying project managers requiring training using the project registers and all managers identified as needing training have been trained.  However Directorates continue to report issues around completeness of project registers, and hence whether all project managers have been identified who need training.
57. Progress has been made but not all Group 1 Business Continuity plans have been tested during the year.  There has been an unacceptable delay in implementing this basic but necessary requirement by some critical services.
58. The organisational changes to SAP required in last year’s Annual Governance Statement Action Plan were not implemented by the deadline of 31 March 2009.  The delays with the project were reported to the Audit Committee and remedial action taken.  The rescheduled deadline is now 31 December 2009.  The current position is there has been some slippage in tranche 1 actions but that completion of the three tranches of work by 31 December 2009 is achievable and risks relating to the delay are being managed.
Internal Audit 
59. In accordance with the requirements of the Accounts and Audit Regulations 2003 (as amended in 2006), the Monitoring Officer has carried out a review of the effectiveness of the System of Internal Audit. The scope of the review covered compliance with proper practice (CIPFA Code of Practice for Internal Audit 2006), reporting on performance and outcomes to the Audit Committee, External Auditor’s opinion, and a survey of Senior Management on the effectiveness of Internal Audit. In the report to the Audit Committee it was concluded there is acceptable effectiveness with no significant weaknesses identified.
60. The 2008/09 Internal Audit Plan has been completed enabling the Assistant Head of Finance (Audit) to provide an objective assessment of whether systems and controls are working properly. In giving an audit opinion, it should be noted that assurance can never be absolute; however, the scope of the audit activity undertaken by the Internal Audit Service is sufficient for reasonable assurance to be placed on their work.
61. The opinion on the Council’s System of Internal Control is that overall it continues to operate satisfactorily; in general the key controls in place are adequate and effective such that reasonable assurance can be placed on the operation of the Council’s functions. The opinion demonstrates a good awareness and application of effective internal control necessary to facilitate the achievement of objectives and outcomes; however, it was evident from the results of the audits that an area that requires strengthening at an operational level is risk management, in particular the performance monitoring of key controls that are designed to mitigate the risks.

62. Whilst this opinion represents a positive outcome for the Council, most audits have resulted in reports identifying areas for improvement which have been well received by managers, and actions agreed to address weaknesses in control. The implementation of these actions is tracked by Internal Audit through a continuous follow-up process, and actively monitored by Directorate Leadership Teams and the Audit Working Group on a quarterly basis.  

63. A significant weakness was exposed in respect of the effectiveness of the Schools Support and Technical Team operating from the Shared Services Centre. The audit has been used to inform a major business process reengineering project for this function that will redefine the role of the team and how it should provide effective challenge, monitoring and support over financial management across all schools. The project is ongoing, and is being monitored by both Internal Audit and the Audit Working Group.  
64. The other systems where the main areas of weakness were identified are summarised as follows:  
· Schools Development Planning
· Risk & Hazard Information System (Fire Service)
· Carbon Management Performance System
· Social & Community Services - Accounts Payable
65. In all cases management action has been agreed and either implemented or currently on going.

66. The internal audit service cannot cover all key control processes in a year, so to make efficient use of resources it seeks to place reliance on other internal assurance processes by testing their robustness and reliability. In 2008/09 this work focussed on Health and Safety, Internal Control Checklists (ICC), and Information Security (IS) compliance. Although areas for improvement were identified in the area of Heath and Safety, overall it was concluded that reliance could be placed on both that process and the ICC process for assurance. 
67. When reviewing the process for assurance on Information Security compliance, it was identified there is a lack of ownership for this function and as such there is no effective system in place for the continuous monitoring of IS compliance. Whilst this is something that will be addressed for 2009/10, the weakness was mitigated in 2008/09 by an IT project of self assessment for Government Connect compliance, that through project management disciplines is monitored and reviewed by the IT Programme Board and is ultimately subject to sign off by the Assistant Chief Executive & Chief Finance Officer.
68. The internal audit activity also included a review of key control processes: risk management, governance, and key financial systems. With the exception of the concerns listed above no major issues were identified.  
Effectiveness of Governance in Schools
69. As a result of an internal audit on the schools’ support team and technical team the entire finance team serving Children Young People and Families (CYP&F) has been subject to Business Process Re-engineering (BPR) to address the issues raised by the internal audit.  The BPR is an extensive review of the structures, service and delivery of the CYP&F Finance team.  Implementation of the BPR action plan is due to commence by 1 July 2009.  One of the outcomes of the BPR work should be stronger assurance on governance and financial management in schools.

70. The Financial Management Standard in Schools (FMSiS) assesses financial internal control within schools.  It does not give a full picture of all aspects of internal control and corporate governance but provides support in assessing the quality of governance within schools.  
71.  The DCSF requires all schools to be assessed against FMSiS. Nineteen secondary schools have passed with a further 10 due to be assessed by July 2009 and 2 due to be reassessed by July 2009.  One secondary school remains which will not be assessed in April 2010 as it is currently working through an action plan to improve financial control.  92 primary and special schools have been assessed by 31 March 2009, of which 90 have passed.  A further 108 schools are due for assessment by July 2009, plus the 2 failures from the previous year. The final 57 schools will be assessed from April 2010.
Partnerships and other group working 
72. The Oxfordshire Partnership conducted a review of governance of partnerships in 2008 in order to improve performance management, communication, accountability and the effective engagement of elected members (district and county) in significant partnerships. The Oxfordshire Partnership Board and Public Service Board will adopt the new Oxfordshire Partnership Governance Framework during 2009/10.

73. The key provisions of the framework are :
· A revised framework of partnerships that creates new strategic thematic partnerships for Spatial Planning and Infrastructure, Environment and Waste, Stronger Communities (voluntary, community and faith sectors) in addition to the existing partnerships - Children's Trust, Health and Well-being partnership, Economic partnership.
· The inclusion of elected members on executive boards of partnerships.
· Clearer delivery mechanisms
· Improved accountability through improving risk and performance and resource management.
· Improved communication and public accessibility.
· Annual scrutiny and audit of partnerships

Other external review/assurance mechanisms. 
74. The County Council receives external reports from a range of sources that can provide assurance or indicate any issues related to internal control and governance.  Reports include Corporate Performance Assessment (CPA), Joint Area Review (JAR for Children and Young People), Commission for Social Care Inspectorate (CSCI)
, Annual Performance Assessment (APA), the Annual Audit And Inspection Letter and Annual External Audit Report  from the external auditors and any other reports on County Council services published by the Audit Commission during the year.
75. Although no issues related to governance were raised in the JAR published in April 2008, Oxfordshire was judged inadequate on the impact of the 14-19 strategy in improving outcomes. The Minister of State for Children, Schools and Families confirmed on 13 May 2009 that the Council was no longer considered to be in intervention.

76. There have been no major control issues raised by the Audit Commission or by the External Auditors, KPMG LLP in their annual report. KPMG LLP did identify a minor recommendation for improvement in the area of data quality.  The Council was assessed as reaching level 4 in its Use of Resources. This assessment considered the Council’s position for Financial Management; Financial Reporting; Financial Standing and Internal Control, as well as an assessment of the organisation’s ability to achieve Value for Money.  The results for this assessment have improved for each of the last four years, since the process was introduced, even though the level of assessment has been increased each year.
77. The Council was impacted, along with many other Local Authorities, Charities and Businesses by the collapse of the Icelandic Banks in October 2008.  The External Auditors carried out an immediate review of the Council’s procedures and policies, and concluded that no breaches in procedure had occurred, and that the Council had taken a balanced view of its level of risk and reward within its strategy.   
78. During the year the Council also commissioned an independent review of its financial management against the CIPFA financial management model which concluded that Oxfordshire County Council scored well in comparison against the CIPFA Model, and compared to other authorities.
Improving the Quality of Governance

79. In previous years we have used the Annual Governance Statement (preceded by the Statement on Internal Control) to flag significant control issues.  Following improvements over the past few years we are changing the emphasis from solely addressing serious control issues to also identifying improvements in the quality of governance.  For this reason the action plan for 2009/10 includes an action to monitor the implementation of the revised Contract Procedure Rules. 
80. There are three actions relating to Data Quality, Business Continuity and SAP organisation which have been delayed or developed from the 2007/08 action plan.  These actions been reviewed in paragraphs 53-59.
81. There is one new action resulting from a significant control issue identified in 2008/09. As highlighted earlier in this report the Schools Support and Technical Team is undergoing an extensive business processes reengineering exercise following the identification that key controls over financial management and financial support to schools, managed by this team, were not operating effectively. Although the action taken was prompt, the project is not due for completion until the end of summer 2009, and the impact on outcomes of any changes will not be clear until 2010. 
	Action 
	Timescale for Completion
	Responsible Officer
	Monitoring Body

	1 The Performance team will revise the data quality strategy, and develop a plan to improve data quality which will then be implemented.
	 July 2009 strategy revised

September 2009

plan completed. An implementation completion date will be set within the revised strategy
	Head of Strategy
	Assistant Chief Executive (Strategy)

	2. All directorates will submit a schedule of Group 1 and Management level Business Continuity Plan testing requests to the County Business Continuity Officer and complete testing in accordance with the schedule.  All directorates to collate Group 1 and Management level continuity plans and identify potential conflicts between the plans within the directorate.  Directorates will then provide copies of the directorate level summaries to the County Business Continuity Officer who will assess cross directorate issues as requested by the Officer
	Schedule to be submitted by 30 June 2009.
Testing to be complete by 31 March 2010.
	Director for Community Safety
	CCMT

	3. All existing roles on SAP to be refreshed to reflect organisational changes, ensuring all roles only enable permissions to access and amend data consistent with the post holder’s job requirements and delegated responsibilities.
	31 December 2009
	Assistant Chief Executive and Chief Finance Officer
	Business Managers Group

	4. The agreed structure and process changes resulting from the Schools Support and Technical Section BPR exercise should be implemented and the impact on effectiveness monitored at Chief Officer level until satisfactory performance is achieved.
	Implementation by September 2009 and monitored quarterly thereafter
	Assistant Head of Shared Services (Financial & Management Accounting)
	Assistant Chief Executive and Chief Finance Officer

	5.  The  revised Contract Procedure Rules will be monitored for compliance
	Revision to rules to be completed by July 2009 and monitored quarterly thereafter.
	County Solicitor and Assistant Head of Finance (Procurement)
	Business

Managers

Group


82.  We propose over the coming year to take steps to address the above matters to further enhance our governance arrangements. 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 on behalf of Oxfordshire County Council

Joanna Simon 

       Date 15 June 2009
Chief Executive


Keith R Mitchell

       Date 15 June 2009
Leader of the Council

S E Scane


       Date 16 June 2009
Chief Financial Officer


P G Clark 


       Date 15 June 2009
Monitoring Officer
�  Specific, Measurable, Achievable, Realistic, Timely


� The Chief Finance Officer carries out the role described by section 151 of the Local Government Act 1972 


� CSCI was replaced by the Care Quality Commission with effect from 1 April 2009
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