Annual Governance Statement 2022/23 éa?t’"‘

East Herts 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. East Herts 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,

1. Scope of Responsibility

efficiency and effectiveness.

In discharging this overall responsibility, East Herts Council is responsible for
ensuring arrangements are in place for the good governance of its affairs,
facilitating the effective exercise of its functions, and which includes
arrangements for the management of risk.

East Herts 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 2016.

This statement explains how East Herts Council has complied with the Code and
also meets the requirements of Regulation 6 of the Accounts and Audit (England)
Regulations 2015 in relation to the publication of a statement on internal
control.



2. The Purpose of the Governance Framework

The governance framework comprises the cultures, values and systems and
processes 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 and value for money. The overall aim is to ensure that:

e resources are directed in accordance with agreed policy and according to
priorities;

e thereis sound and inclusive decision making; and

e thereis clear accountability for the use of those resources in order to
achieve desired outcomes for service users and communities.

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 assessment/assurances of effectiveness. The system of internal
control is based on an ongoing process designed to identify and prioritise the
risks to the achievement of East Herts 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 East Herts Council for the year
ended 31 March 2023 and up to the date of approval of the statement of
accounts.
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5. Review of Effectiveness

East Herts 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 Leadership
Team, the Monitoring officer, the Chief Finance Officer (Head of Financial Services),
and the Head of Business Services who have responsibility for the development
and maintenance of the governance environment, and also by comments made by
the external auditors and other review agencies and inspectorates. The following
processes have been applied in maintaining and reviewing the effectiveness of the
governance framework:

Council

Council is responsible for approving the budget and policy framework, which
includes the Corporate Plan and the Constitution.

Executive

Executive has approved the Council's performance management framework.
Executive also approves the risk management policy and receives quarterly
reports on risk management, performance monitoring and budget monitoring.

Audit and Governance Committee

This Committee undertakes the core functions of an Audit Committee and
approves the annual Internal Audit Plan, receives quarterly monitoring reports
updating them on progress against that plan. It also receives the external auditor’s
annual audit letter, annual governance report, annual plan and grant claim
certification report. It approves the risk management policy and receives
quarterly reports on risk management The Committee has lead oversight
responsibility for corporate governance, risk management and other internal
control issues. It also leads the cross Member scrutiny and consideration of the
budget. The Audit & Governance Committee also reviews the Constitution.

Standards Sub-Committee

This Sub-Committee undertakes a proactive role in relation to the promotion of
the ethical conduct framework. It has also published documents to inform the
public about its role, the importance of good ethical conduct in the area, and the
high standards of conduct evident in the District. A new framework for dealing



with ethical governance has been adopted by the county and the district and
borough councils in Hertfordshire in order to maintain a level of consistency
across the geographical area, particularly in relation to twin-hatted Members. The
Standards Sub-Committee has put in place arrangements for dealing with
complaints, conduct investigations and hearing allegations.

Overview & Scrutiny Committee

The Overview & Scrutiny Committee reviews performance across all services
delivered by the Council and partner organisations, and the impact they have on
the District and its communities.

Chief Finance Officer (Head of Strategic Finance & Property)

The Chief Finance Officer (CFO) has been designated as the s151 Officer. That
officer maintains the statutory powers to report to Executive or Council on any
proposals, decision or omission that gives rise to any unlawful expenditure. The
CFO also has clearly defined responsibilities for Risk Management, Internal
Control, and systems and processes for financial administration and control, which
are set out in the Financial Procedure Rules.

Monitoring Officer

The Head of Legal & Democratic Services has been designated as the Monitoring
Officer. The Monitoring Officer has the specific duty, contained within Section 5 of
the Local Government and Housing Act 1989, to ensure that the Council, its
officers, and its Elected Councillors, maintain the highest standards of conduct in
all they do. The role of the Monitoring Officer is:

e To report on matters he/she believes are, or are likely to be, illegal or
amount to maladministration;

e To be responsible for matters relating to the conduct of Councillors and
officers; and

e To be responsible for monitoring and reviewing the operation of the
Constitution, to ensure that the aims and principles of our Constitution are
given full effect.



Internal Audit

The internal control system comprises the whole network of systems established
within the Council to provide reasonable assurance that corporate objectives will
be achieved, with particular reference to:

The effectiveness of operations

The economic and efficient use of resources

Compliance with applicable policies, procedures, laws and regulations
The safeguarding of assets and interests from losses of all kinds, including
those arising from fraud, irregularity and corruption

The integrity and reliability of information, accounts and data

Effective monitoring systems and optimum use of performance
management information



6. Internal Audit Annual Assurance Statement 2022/23

Extracted from Section 2 of the SIAS 2022/23 Annual Assurance Statement and
Internal Audit Annual Report.
- The full report went to Audit and Governance committee on Wednesday 31
May 2023 - 7pm - Item 12 of the agenda.

Scope of responsibility

6.1  Council managers are responsible for ensuring Council 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. They are also responsible for ensuring internal controls are robust
and risk management arrangements are appropriate.

Control environment.

6.2 The control environment comprises three key areas: governance, risk
management, and internal control. Together these aim to manage risk to an
acceptable level, but it is accepted that it is not possible to eliminate it.

6.3 A robust control environment helps ensure that the Council's policies,
Priorities, and objectives are achieved.

Review of effectiveness

6.4 The Client Audit Manager must confirm annually that the internal audit
function is suitably qualified to carry out the work that informs the assurance
opinion.

6.5 As part of our Quality Assurance and Improvement Programme, a self-
assessment was conducted against the Public Sector Internal Audit Standards
(PSIAS). The PSIAS encompass the mandatory elements of the Chartered Institute
of Internal Auditors (ClIA) International Professional Practices Framework (IPPF).
They promote professionalism, quality, consistency, and effectiveness of internal
audit across the public sector. They also highlight the importance of robust,
independent, and objective internal audit arrangements to provide senior
management with the key assurances needed to support them in both managing
the organisation and producing the Annual Governance Statement,

6.6 The PSIAS also requires that the SIAS be subject to an external quality
assessment (EQA) at least once every five years. This should be conducted by a
qualified, independent assessor or assessment team from outside the
organisation. This review was last completed in June 2021, with the result of the
assessment reported to the Audit & Governance Committee in November 2021.

6.7 The EQA outcomes concluded that SIAS ‘partially conforms’ to the PSIAS.
The findings that led to this conclusion largely related to defining the role of the
Chief Audit Executive, the Audit Committee, and reflecting this in the Audit
Charter. Associated recommendations made in the peer review were
subsequently addressed in year, permitting SIAS to ‘generally conform’ to the



Standards. ‘Generally, conforms’ is the highest opinion within the scale of three
ratings, and the peer review also identified areas of good practice and high
standards.

6.8  Based on the results of the 2023/24 PSIAS self-assessment, the Client Audit
Manager has concluded that SIAS ‘generally conforms’ to the PSIAS, including the
Definitions of Internal Auditing, the Code of Ethics and the International Standards
for the Professional Practice of Internal Auditing.

6.9  The self-assessment identified 2 areas of agreed non-conformance, these
reflecting the unique nature of a partnership arrangement and are not considered
material. These are detailed in Appendix C. There are no significant deviations
from the Standards which warrant inclusion in the Council's Annual Governance
Statement.

6.10 The SIAS QAIP includes both internal and external monitoring and reporting
to assess the efficiency and effectiveness of internal audit activity and identify
opportunities for improvement. The diagram below details the methods used to
monitor and report on these. Detailed information outlining activity in each area
is contained in the SIAS Audit Manual.

sIndividual Audit
Assignment Review
Process

SORIEEER < Client Feedback
QA P Qmitoring

ePerformance
Weekly Management
Reporting

. *Management Team
Quality *P| Targets

Assurance & *121’s
Improvement " ®Management Team
\p Action Tracker

eExternal Audit

eExternally
Commissioned Reviews 4 Quartert *Progress Reports to
*Peer Reviews ‘ K 14 SIAS Board
1 *Progress Reports to
Client Audit

Committees

Annually *Team Meetings

N

sService Plan

*PMDS Process, including 6 month review

eReview of Effectiveness for Internal Audit

*Head of Assurance Annual Report ta SIAS Board

s*Head of Assurance Annual Report to Client Audit
Committees

Confirmation of independence of internal audit and assurance on limitations

6.11  The Client Audit Manager confirms that during the year:
a) No matters threatened SIAS’s independence; and
b) SIAS was not subject to any inappropriate scope or resource limitations.



Annual Assurance Statement for 2022/23

Assurance opinion on internal control

6.12 Based on the internal audit work undertaken at the Council in 2022/23, SIAS
can provide the following opinion on the adequacy and effectiveness of the
Council's control environment, broken down between financial and non-financial
systems.

Our overall opinion is Reasonable
Assurance; meaning there is a generally
sound system of governance, risk

| management and control in place. Some
issues, non-compliance or scope for
improvement were identified which may

Our overall opinion is Reasonable
Assurance; meaning there is a generally
sound system of governance, risk
management and control in place. Some
issues, non-compliance or scope for
improvement were identified which may

Assurance opinion on Corporate Governance and Risk Management

6.13 SIAS has concluded that the corporate governance and risk management
frameworks substantially comply with the CIPFA/SOLACE best practice
guidance on corporate governance. This conclusion is based on the work
undertaken by the Council and reported in its Annual Governance
Statement for 2022/23 and the specific reviews of Risk Management and
Corporate Governance carried out by SIAS during the year.

Y=

Client Audit Manager

May 2023
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10. Certification

To the best of our knowledge, the governance arrangements, as defined above
have been effectively operating during the year except for those areas identified
inSections 7, 8 and 9.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

The improvements thatwere identified during the review of effectiveness and will

monitor their implementation and operation as part of our next annual review.
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Clir Ben Crystal

Leader of the Council
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Jonathan Geall

Interim Deputy Chief Executive
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