Annual Governance Statement (2021/22)

Mid Devon District Council

Annual Governance Statement 2021/22

1. Introduction

1.1 The following report provides members and senior officers with the results of our yearly
assessment of how well we are identifying, assessing, managing, and controlling risks,
achieving our aims, and meeting the responsibilities we have by law.

1.2  We are responsible for making sure that we:
* carry out our business in line with the law and proper standards;
* protect public money and account for it properly; and
* use public money economically, efficiently and effectively.

1.3  Regulation 6(1)(a) of the Accounts and Audit Regulations 2015, require an authority to
conduct a review at least once in a year of the effectiveness of its system of internal control,
and to include a statement reporting on the review with any published Statement of Accounts.
Regulation 6(1) (b) of the Accounts and Audit Regulations 2015 require that for a local
authority in England the statement is an Annual Governance Statement.

1.4  In England, the Accounts and Audit Regulations 2015 stipulate that the Annual
Governance Statement (AGS) must be “prepared in accordance with proper practices in
relation to accounts”. Therefore, for a local authority in England this requires the statement to
be in accordance with Delivering Good Governance in Local Government: Framework (2016)
and the CIPFA/LASAAC Code of Practice on Local Authority Accounting for 2020/21. In
preparing and publishing this Statement, we therefore meet these statutory requirements.

1.5  The framework is intended to assist authorities individually in reviewing and accounting
for their own unique approach. The overall aim is to ensure that resources are directed in
accordance with agreed policy and according to priorities, that there is sound and inclusive
decision making and that there is clear accountability for the use of those resources in order to
achieve desired outcomes for service users and communities. We have assessed our
approaches below, against the following principles: -

A: Behaving with integrity, demonstrating strong commitment to ethical values, and
respecting the rule of law

B: Ensuring openness and comprehensive stakeholder engagement

C: Defining outcomes in terms of sustainable economic, social, and environmental
benefits

D: Determining the interventions necessary to optimise the achievement of the intended
outcomes

E: Developing the entity’s capacity, including the capability of its leadership and the
individuals within it
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F: Managing risks and performance through robust internal control and strong public
financial management

G: Implementing good practices in transparency, reporting, and audit to deliver effective
accountability

H: Operational and Governance matters due to the Covid 19 Pandemic

1.6 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.
The system of internal control is based on an ongoing process designed to identify and
prioritise the risks to the achievement of Mid Devon District Council's (MDDC) policies, aims
and objectives, to evaluate the likelihood of those risks being realised and the impact should
they be realised. It ensures they are managed efficiently, effectively and economically.

1.7  The review of internal controls provides assurance that supports the Statement of
Account assessment on a true and fair view of the Authority’s financial position at the reporting
date and its financial performance during the year.

1.8 It should be noted that the governance framework needs to have operated for the entire
2021/22 financial year ending 31 March 2022, and up to approval date of the Statement of
Accounts. It is recognised that, during the year, new risks and challenges will present that
management need to address. MDDC continually seeks to improve its governance
arrangements and evidence of continued “best practice” is found within the governance review
below. Arrangements are reviewed on a continual basis and where weaknesses have been
found they are addressed as is demonstrated in the Action Plan (Appendix A).

1.9 In terms of governance arrangements, the Policy Development Groups (PDG’s) are
asked to feedback areas of concern to Cabinet; the Scrutiny Committee can, and does,
challenge Cabinet decisions; and the Audit Committee can and does challenge management
over areas of concern identified in audit reports (internal and external) throughout the year.

1.10 The more significant areas where improvements are required are highlighted in the
Action Plan accompanying this AGS. The Action Plan (at Appendix A) includes reference to
the lead officers for each action and the target date for completion.

2 Covid 19

2.1 The Authority has, of course, been significantly affected by the Coronavirus pandemic
and has played a most important part in responding to the resulting risks and the measures
introduced by the UK Government. A separate section has been included within this statement
(see section H: Operational and Governance matters due to the Covid 19 Pandemic) to
specifically address the Authority’s Coronavirus response, any resultant governance changes,
and new areas of risk.

3 CIPFA Financial Management Code

3.1 In December 2019, CIPFA introduced their Financial Management Code (FM Code) to
reflect exceptional financial circumstances faced by local authorities. Previous CIPFA work
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had revealed fundamental weaknesses in financial management at some councils (not Mid
Devon), particularly in relation to organisations that may be unable to maintain services in the
future. The FM Code is designed to support good practice in financial management and to
assist local authorities in demonstrating their financial sustainability. Each local authority must
demonstrate that the requirements of the code are being satisfied. Demonstrating this
compliance with the FM Code is a collective responsibility of elected members, the chief
finance officer (S151) and their professional colleagues in the leadership team.

3.2  Local authorities have been required to apply the requirements of the FM Code with
effect from 1 April 2020. CIPFA considered that the implementation date of April 2020 should
indicate the commencement of a shadow year and that by 31 March 2021, local authorities
should be able to demonstrate that they are working towards full implementation of the code.
The first full year of compliance with the FM Code has therefore been 2021/22.

3.3 The Authority has carried out a self-assessment against the 17 Standards of the FM
code and has identified no areas of concern with regard to compliance with the FM Code. No
significant issues or concerns have been raised by internal or external audit.

4 Elections

4.1  During 2021/22 the Council operated local elections. There was an additional need to
ensure the health, safety and welfare of both voters and those staff supporting the election
process, as the Covid pandemic continued.

5 Risk Management

5.1 The risk management system and process of the Council continue to be developed and
refined. Our aim is to promptly identify and score new and current challenges and risks, so
that we have good visibility of these, and to ensure that the action we take to limit exposure is
recorded, understood and communicated. The Committee reviewed and agreed the Risk
Management Strategy in March 2022.

5.2  The Audit Committee provide oversight over the risk management process, ensuring
that the Council gives due regard to the risks identified. As expected, the higher risks to the
Council change over time, and so it is important to consider the most recent report prepared
by managers and considered by members. However, and as context for the risks affecting the
Council at time of writing this report, key risks in 2021/22 included: -

e Climate Change Declaration

e Coronavirus Pandemic - in particular the risk to MDDC's ability to conduct business as

usual.

Cyber Security - which potentially could lead to breaches of confidential information,

damaged or corrupted data and ultimately Denial of Service.

Economic Strategy - failure to deliver projects/outcomes in our Economic Strategy.

Funding - insufficient resources (including funding) to deliver growth aspirations of

Corporate Plan.

Homelessness - supporting an increased homeless population

e Overall Funding Availability- this risk concerns changes to Revenue Support Grant,
Business Rates, New Homes Bonus and other funding streams.
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e 3 Rivers Developments Ltd - failure of the company is a potential risk, dependent upon
economic factors and the company's success in the marketplace commercially.

6 Independent Assurance Reports
6.1 Internal Audit Reports.

6.1.1 Our internal audit plan is designed to review those areas carrying the greatest risk and
those areas where we require independent assurance. During the year the work of Internal
Audit (via Devon Audit Partnership (DAP)) is reported to the Audit Committee. From the work
completed, there are some areas that we consider it is appropriate to refer to in this Annual
Governance Statement. These areas were: -

a) Cyber Security, Response and Recovery:- DAP provided a Limited Assurance opinion
overall. High priority recommendations were made in relation to offsite backup facility,
incident response plan testing and the need for formal testing of backups
arrangements.

b) Procurement:- MDDC has outsourced procurement to Devon County Council. At the
time of the DAP follow-up audit one High and Five Medium priorities recommendations
from February 21 had yet to be implemented.

c) Care Services, Alarm Income and systems:- DAP provided a Limited opinion overall.
Issues were raised in respect of tracking of fault resolution, tracking of equipment, the
absence of management information and engagement with the supplier. The
weaknesses identified required attention, given the health risk to customers.

d) DAP also noted that, overall, there were a number of overdue High and Medium
recommendations. This has recently improved (a slight decrease from 33 in July 21 to
23 in March 22), and officers have pledged to the Audit Committee that action will be
taken to reduce further.

DAP is to provided a Reasonable Assurance for 2021/22, underpinned by the 3 Substantial,
16 Reasonable and 2 Limited Assurance opinions.

6.2 External Audit

6.2.1 Grant Thornton (GT), the Council’'s External Auditors provided their annual report for
the previous financial year on 9t March 2022. The report confirmed that they had not identified
any significant value for money weaknesses, although 13 opportunities for improvement were
made.

6.2.2 GT were satisfied that the Council had appropriate arrangements in place to manage
financial resilience risks but did identify some improvement opportunities including ensuring
consistency between the 3 Rivers business plan and the budget.

6.2.3 Interms of Governance, GT again did not identify any areas of significant weakness,
but did make improvement recommendations which included strengthening the corporate and
3 Rivers risk registers, and the need to closely monitor the financial performance of 3 Rivers.
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6.3  External Inspections

6.3.1 In February 2022 the Council had a Peer Review, these external Peers spent a
significant amount of time reviewing how the Council is operated and have come up with a
number of recommendations in order to improve certain aspects. The full report, its
recommendations and the associated action plan were considered at a meeting of the
Council’'s Cabinet in June 2022.

6.3.2 The report includes a mix of aspects, approaches or projects that have been a success,
alongside the highlighting of those areas that have either proved challenging in recent times,
or are likely to benefit the council if it can find ways to address them in future, resulting in nine
specific recommendations that will aid the council’s continued improvement. However, the
opening remarks are worth highlighting:

‘Mid Devon District Council (MDDC) is a good council. It has shown real leadership of place
and should be proud of the way it has supported residents and businesses throughout the last
two years in responding to the pandemic.’

6.3.3 A draft action plan tackling these nine recommendations with varying timescales was
approved by Cabinet, who also requested regular progress updates. Some actions, such as
the mid-term reset of the Corporate Plan have been approved by Cabinet, or are being
implemented such as the use of external support to ensure a culture of respect, along with the
recent recruitment of a new Corporate Performance and Improvement officer to undertake a
review of corporate performance reporting.

7 Monitoring Actions

7.1 Itis important that we monitor progress against previous years Annual Governance
Statements, ensuring that the actions we set are achieved.

7.2 During the year regular reports were provided to the Audit Committee in this regard,
The update report provided to the March 2022 Committee confirmed that all actions have been
commenced and the majority completed. It was noted that one action was not yet due for
completion and another action was being looked at by a working group. These are not restated
in this report, but will continue to be taken forward and progress reported.

7.3  The Action Plan arising from this years review is shown at Appendix A.

8 Conclusion

8.1  Overall it is considered that the Authority has a robust Governance Framework and
welcomes scrutiny and / or Peer review; such scrutiny further enables the Council to be
assured that its governance arrangements are sound but also treated as a live and evolving
framework which can adapt and respond to changes in the environment in which it operates.
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8.2  Following a review of the sources of assurance and evidence to support this AGS, it is
our opinion that the Council’s control environment operated effectively and provided an
adequate level of control over identified risks in the 2021/22 financial year.

8.3  As always, we continue to look for ways of how we can improve. There are agreed
action plans in place resulting from our Internal Audit, External Audit and Independent

Assessment process — progress on these reports is provided to the Audit Committee on a
regular basis. ‘

Approved by the Leader of the Council
Clir Bob Deed Date Ziuj )P

Approved by the Chief Executive

o

Stephen Walford Date 2-‘l’/ '17- J
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