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1.0 Scope of responsibility

1. South Oxfordshire District 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.

2. 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.

3. In discharging this overall responsibility, the council is responsible for putting in
place proper arrangements for the governance of its affairs, facilitating the
effective exercise of its functions, including arrangements for the management of
risk.

4. The council approved and adopted its first local code of corporate governance in
2003. The council adopted a revised local code of governance with effect from
1 April 2008. This local code of governance is consistent with the “Delivering
Good Governance in Local Government” publication produced by the Chartered
Institute of Public Finance and Accountancy (CIPFA) and the Society of Local
Authority Chief Executives (SOLACE), which was published in July 2007.

5. This statement explains how South Oxfordshire District Council has complied
with the code and also meets the requirements of regulation 4 of the Accounts
and Audit Regulations 2011 in relation to an annual review of the effectiveness of
the council’s systems and the preparation and approval of an annual governance
statement.

6. Our website at www.southoxon.gov.uk has a copy of the local code of corporate
governance within its Constitution or it can be obtained from:

Democratic Services

South Oxfordshire District Council
Benson Lane

Crowmarsh Gifford

Oxon

OX10 8QS
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2.0 The purpose of the governance framework

7. The governance framework comprises the systems and processes, and 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.

8. 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 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.

9. The council has had the governance framework described below in place for the
year ended 31 March 2012 and up to the date of approval of the statement of
accounts.

3.0 The governance framework

10.The purpose of the governance framework is to do the right things, in the right
way, for the right people, in a timely, inclusive, open, honest and accountable
manner. Full council is responsible for directing and controlling the organisation
in this manner. Full council’s responsibilities include agreeing the Constitution
and key governance documents, the policy framework and key strategies
including the community strategy and agreeing the budget.

11.South Oxfordshire District Council has executive arrangements in place
consisting of a cabinet and a scrutiny committee. Cabinet is responsible for
proposing the policy framework and key strategies, proposing the budget and
implementing the policy framework and key strategies. The scrutiny function
allows a committee to question and challenge the policy and performance of the
executive and promote public debate.

12.The chief executive, who was appointed joint chief executive of this council and
Vale of White Horse District Council in September 2008, advises councillors on
policy and procedures to drive the aims and objectives of the council. As head of
the officer staff, the chief executive oversees the employment and conditions of
staff. The chief executive leads a strategic management board that is shared
with Vale of White Horse District Council. The chief finance officer, the
monitoring officer and heads of service are responsible for advising the executive
and scrutiny committees on legislative, financial and other policy considerations
to achieve South Oxfordshire District Council’s objectives and are responsible for
implementing councillors’ decisions. Our management structure is at appendix 1
to this document:
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13.0ur governance framework for 2011/12 was based on our local code of
governance, which was adopted in 2008. Within the framework we aim to meet
the principles of good governance in all aspects of the council’s work giving
particular attention to the main principles, which are:

e Focusing on the purpose of the authority and on outcomes for the
community and creating and implementing a vision for the local area

e Councillors and officers working together to achieve a common purpose
with clearly defined functions and roles

e Promoting values for the authority and demonstrating the values of good
governance through upholding high standards of conduct and behaviour

e Taking informed and transparent decisions which are subject to effective
scrutiny and managing risk

e Developing the capacity and capability of councillors and officers to be
effective

e Engaging with local people and other stakeholders to ensure robust public
accountability

THE STRATEGIC PLANNING FRAMEWORK

14.To ensure we do the right things, in the right way, for the right people, in a timely,
inclusive, open, honest, cost-effective and accountable manner, our strategic
planning framework incorporates residents’ and service-providers’ views as well
as national and local priorities.

15. Our strategic aim is set out in our vision, which is “shaping a prosperous future
for South Oxfordshire”. Our work with partners takes place both locally to
address local issues and also through some formal partnerships, which may be
either service specific or more broadly strategic. Some of the key formal
partnerships include:

e the South Oxfordshire Partnership (SOP) — this is the local strategic partnership
(LSP) and is made up of relevant councils and a number of other public, private
and voluntary sector organisations. SOP is responsible for developing a
sustainable community strategy for the district. The council is also a member of
the Oxfordshire Partnership, which is the LSP for the county of Oxfordshire

e the South and Vale Community Safety Partnership (CSP), which has a similar
range of partners to the LSP and focuses on joint working to reduce crime and
the fear of crime and address broader community safety issues affecting local
people. It has an annual plan that sets out the partnership’s key aims and
objectives for the year and is available on the council’'s website.

e Oxfordshire Local Enterprise Partnership — this is the local enterprise partnership
(LEP) for Oxfordshire. This is a voluntary body made up of representatives from
business, academia and the wider public sector. The partnership’s overarching
aim is to be the catalyst for realising Oxfordshire’s economic and commercial
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potential. The Oxfordshire LEP is responsible for delivering the Science Vale UK
enterprise zone.

Oxfordshire Waste Partnership — this is a partnership of the county and district
councils of Oxfordshire who are working together to continuously improve waste
management services within the county.

16.Our other key strategies include:

The sustainable community strategy (SCS) is a partnership strategy developed
by SOP (see above) and sets out the contribution that the council and its partners
can make to delivering an overarching and long term vision for the district. The
SCS vision is for South Oxfordshire to be an “attractive, successful, vibrant and
safe place where people choose to live, work and visit.”

The South Oxfordshire Local Plan 2011 sets out policies and proposals for
development such as housing and employment, and determines how the land in
the district will be used. Our Local Plan will gradually be replaced by a group of
documents known as the Local Development Framework (LDF). The LDF, is a
set of planning policy documents that set out how we will use land, and has been
the basis to achieve both our partners’ and our wider objectives. A key document
within the LDF is the Core Strategy, which sets out how the council will help
deliver much needed housing, opportunities for high quality jobs and thriving town
centres across the district. We plan to have the Core Strategy in place in 2012.
The council has set equality objectives in line with the requirements of the
Equality Act 2010 and to support the delivery of the councils’ Corporate Plan
Priorities.

Partnership working is the key theme behind South Oxfordshire District Council’s
plans to boost its three market towns of Henley, Thame and Wallingford. The
South Oxfordshire market towns action plans brings together new ideas
alongside ongoing projects, as the council continues to work with the Henley
Partnership, 21st Century Thame and the Wallingford Partnership, as well as the
three respective town councils and various local groups, to help strengthen the
local economy and bring more people to the towns. The action plan is designed
to support the council’s objectives of building the local economy, continuing to
invest to improve the viability and attractiveness of our towns, and supporting
business growth.

17.0ur Corporate Plan sets out the council’s strategic objectives and corporate

priorities, which are as follows:

Excellent delivery of key services
Effective management of resources
Meeting housing need

Building the local economy
Support for communities

18.Our four year Corporate Plan, along with Oxfordshire-wide plans, guide our

decisions on how we invest our financial and staffing resources. These plans
determine the types of projects we support through grant funding. Arising from
the Corporate Plan each service team has a detailed service plan and workplan
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which identifies how they will undertake specific activities, which will deliver our
priorities.

PERFORMANCE MANAGEMENT FRAMEWORK

19.In order to know that we are achieving the strategic objectives and corporate
priorities in the Corporate Plan, we set local performance targets. To ensure we
meet these targets and objectives, we have one-year service plans, workplans
and service targets, thus ensuring that a golden thread aligns the council’s top-
level objectives to the work of each individual. Separately, we report performance
to Government in accordance with the single data list.

20.We use a performance management system to monitor progress against the
council’s actions and targets. In the process of monitoring performance, we
forecast year-end outcomes and undertake action planning to get measures back
on track if they are below target. In addition, we review performance at the end
of the year and use this to help set targets for the coming years. Where the
council is not meeting targets, the responsible head of service discusses these
on a monthly basis with their strategic director.

21.0ur individual performance review scheme focuses on agreement of targets
linked to service plans between managers and individuals. Throughout the year,
staff have meetings with their managers to review progress and discuss and plan
personal development in line with the council’s objectives.

22.As the council outsources a significant number of services, we have operated
since 2002 a formal framework for monitoring the performance of major
contractors, and reporting these to the scrutiny committee.

LEGAL FRAMEWORK

23.0ur Constitution sets out how South Oxfordshire District Council is managed and
guides decision-making towards objectives. The monitoring officer is responsible
for ensuring the lawfulness of decision-making and maintaining the Constitution.
Our Constitution includes a set of procedure rules that govern how we conduct
our business. It also includes protocols covering, for example, the disclosure of
interests in contracts and the relationship between officers and councillors. In
addition the Constitution contains a planning code of conduct for councillors and
a code of conduct for officers.

24. All decisions are made in accordance with the requirements of the Constitution
and the scheme of delegation, which forms part of the Constitution. The
monitoring officer will report to full Council or to Cabinet if she considers that any
proposal, decision or omission would give rise to unlawfulness or if any decision
or omission has given rise to maladministration.

25.1n the role of monitoring officer, the head of legal and democratic services
contributes to the promotion and maintenance of high standards of conduct.

26.The Constitution incorporates the Oxfordshire code of conduct, which became
effective from 1 July 2012.
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FINANCIAL FRAMEWORK

27.The section 151 officer is responsible for the overall management of the financial
affairs of the council. The section 151 officer determines all financial systems,
procedures and supporting records of the council, after consultation with heads of
service. Any new or amended financial systems, procedures or practices are
agreed with the section 151 officer before implementation.

28.The full council is responsible for approving the following:
e MEDIUM TERM FINANCIAL STRATEGY

29.The medium term financial strategy sets a stable financial framework within which
the council operates, and it is reviewed annually. It guides the medium term
financial plan that is reported to councillors during the budget setting process.

e TREASURY MANAGEMENT STRATEGY

30.The treasury management strategy governs the operation of the council’s
treasury function, and is reviewed at least annually or during the year if it
becomes necessary to do so. This strategy includes parameters for lending and
borrowing, and identifies the risks of treasury activity.

e REVENUE AND CAPITAL BUDGET SETTING

31.Both revenue and capital budgets are set by full council. Revenue budget setting
includes both the calculation of the council tax base and the surplus or deficit
arising from the collection fund.

32.Cabinet has overall responsibility for the implementation of the council’s financial
strategies and spending plans, and is authorised to make financial decisions
subject to these being consistent with the budget and policy framework and the
Constitution.

33.Heads of service are responsible for ensuring the proper maintenance of financial
procedures and records, and the security of assets, property, records and data
within their service area.

34.The chief executive, strategic directors and heads of service consult with the
head of finance and the head of legal and democratic services on the financial
and legal implications of any report that they are proposing to submit to the full
Council, a committee (or sub-committee), or Cabinet.

RISK MANAGEMENT FRAMEWORK

35.Risk management is important to the successful delivery of our objectives. An
effective risk management system identifies and assesses risks, decides on
appropriate responses and provides assurance that the chosen responses are
effective. Our risk management approach has been in effect since 2003. The
overall responsibility for effective risk management in the council lies with the
chief executive supported by the strategic management board. We use a
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standard risk management methodology which encompasses the identification,
analysis, prioritisation, management and monitoring of risks.

36.Councillors have a responsibility to understand the strategic risks that the council
faces, and are made aware of how these risks are being managed through an
annual report to the Audit and Corporate Governance Committee.

37.The strategic management board is responsible for the identification, analysis
and management of strategic risks and undertakes regular reviews of those risks.

38.We have operational risk registers in place for each service area and all heads of
service are responsible for ensuring that risks are identified and prioritised and
entered onto the risk register. We review and refresh the operational risk
registers each quarter. We have mainstreamed and integrated the annual
refresh of our risk registers with the annual service planning cycle, so that risk
mitigation actions can be included in service plans.

39.All line managers are responsible for implementing strategies at team level by
ensuring adequate communication, training and the assessment and monitoring
of risks. All officers are responsible for considering risk as part of everyday
activities and provide input to the risk management process.

40.We also have a robust approach to business continuity to ensure that priority
services can continue to be delivered to our customers in the event of an
unforeseen disruption.

4.0 Review of effectiveness of the governance framework

41.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 internal audit manager’s annual report and
also by comments made by the external auditors and other review agencies and
inspectorates.

42.The following highlights our review of our governance framework and sets out the
assurances of committees, officers and external organisations.

REVIEW OF OBJECTIVES

43.To ensure that we are doing the right things in the right way and for the right
people, in 2011/12 South Oxfordshire District Council undertook a major review
of the Corporate Plan. In doing this, the council asked customers to set out their
priorities for improvement. Each year the council reviews the Corporate Plan to
ensure that it remains current in the years leading up to the four-yearly redrafting
of the plan.

PERFORMANCE MANAGEMENT AND SERVICE PLANNING

44.In recent years, we have looked to improve the consistency of performance
management throughout the council. To do this, we published a performance
management handbook, and promoted its uptake via an interactive intranet site.
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The handbook highlights the links between related functions such as corporate
planning, service planning, reporting, risk management, budget planning and
individual performance review. It also clarifies the annual cycle of all of the
above, with a dynamic display of what actions are required in the current month,
together with links to all months that show when various actions are due. The
handbook also lists the key responsibilities of specific roles. It reflects the
management structure and the harmonised processes between this council and
Vale of White Horse District Council.

45.The performance management handbook contains a data security policy. We
implement this policy by assigning data owners to every Local Performance
Target (LPT). In addition, the handbook details the data returns on the
Government’s single data list which are relevant to the councils. For each data
return we have documented:
¢ the service area(s) which collect the data;
¢ the officer responsible for submitting the data.

46.1n 2010/11, conscious that our traditional quarterly performance reports were
quite dated by the time they had been through the committee reporting cycle, we
introduced a monthly board report which contains a smaller set of key
performance indicators selected by the strategic management board, and the
cabinets at South and Vale.

47.This graphically details performance in the main areas of council activity, namely:

planning;

housing;

finance;

waste management;
benefits administration;
complaints management.

48.The board report also includes the performance of Vale Council. All charts
consistently present:

current performance;

last year's performance for comparison;

year-end target;

latest year-end prediction by officers;

for adverse performance: a narrative supplied by the responsible officer.

49. A recent analysis of the board report, prepared as part of a report for the Local
Government Association, showed that both councils are meeting the majority of
key performance measures. In addition, the analysis suggested a long-term, on-
going trend of improvement.

50.The board report is subject to a rigorous approval process, whereby it is checked
firstly by heads of service as data owners, then, finally, by the strategic
management board and cabinet members at South and Vale. We then publish
the report to the website of each council, and notify all councillors. Councillors
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may then request the addition of any aspects of poor performance to the agenda
of the next scrutiny committee meeting. On a quarterly basis, councillors at
cabinet briefings at South and Vale discuss the report. The performance and
projects manager attends these briefings, to provide further explanation of the
report as required.

51.The report has been very well received by both councillors and senior
management, and is constantly evolving to reflect management requirements.
We have automated many of the graphs, so that they now take data directly from
the underlying systems. This has been achieved using free software, and this
process of automation was completed in 2011/12.

52.We have continued our approach of asking target and action owners to forecast
whether they are on track to deliver year end outcomes. For each target or
action that is 'below target’, we ask the owner to provide an action to get back on
track.

53.The council's approach to performance management has received critical acclaim
from an independent report by the Advanced Performance Institute in 2007.
South Oxfordshire District Council has made significant progress over the past
years and has implemented a performance management system based on
clearly defined output deliverables and priorities.

54.We continue to operate a strong approach to service planning. In January 2009,
we held two externally facilitated workshops for all (the then) heads of service
and service managers, designed to make targets and actions SMART. Following
the management restructure with Vale of White Horse District Council, we then
implemented a combined approach to service planning from 2010/11.

55.There are 'programmes' for cross-cutting themes such as equality and
sustainability. This enables the programme managers to oversee actions owned
by others and thus maximise the chances of the programme meeting its targets.

56.This year, as a further enhancement to the service planning process, many
teams have used ‘performance points’. A performance point is generally a board,
displayed in a team’s service area, which shows how the team is performing
against key performance targets (we have some performance points which are
electronic — they display real-time data.) Performance points:
e are divided into three main sections — customer excellence, business

management and staff investment;

increase the visibility of targets and the progress against them;

increase the relevance of targets to teams;

are used at regular meetings to discuss performance; and

can be used as a tool to review performance with politicians and strategic

directors.

57.We have been developing a new, streamlined, service planning process, which
will be used from 2012/13 onwards. This will establish a direct link between the
four-year corporate plan and each team’s performance point.
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58.We are also working more widely with all the councils and other partners in
Oxfordshire to harmonise our approach to performance management. In this
work, we have jointly authored a partnership performance guide and a data
sharing protocol to map the flows of data between organisations, and clarify
roles. By this means, we can eliminate the risk of data inconsistency and
duplication of effort, and provide a consistent set of management information that
partners can use to drive improvement.

59.The combination of all of the approaches listed above is that the council has a
strong focus on delivering priorities, managing performance against targets, and
progressing actions.

60.In February 2012 the Scrutiny Committee considered a report on improvements
to the system for monitoring the performance of contractors.

LEGAL FRAMEWORK

61.At its meeting on 16 July 2008, Council approved the creation of a shared senior
management team with Vale of White Horse District Council. In September
2008, South Oxfordshire District Council’s chief executive was appointed to the
post of shared chief executive. In December 2008, strategic directors were
appointed to the shared management team, in February 2009 shared heads of
service were appointed and in April 2010 service managers took up their
positions. At the outset of this shared process, the council’s monitoring officer
was satisfied that the procedure adopted in the recruitment process complied
with all relevant legislation.

62.Section 113 of the Local Government Act 1972 allows a local authority to enter
into an agreement with another local authority to place its officers at the disposal
of another authority. Staff who are made available under such an arrangement
are able to take binding decisions on behalf of the council at whose disposal they
are placed, although they remain an employee of their original authority for
employment and superannuation purposes. This legislation therefore allows
officers to be shared between the two councils. Council authorised the head of
legal and democratic services to enter into an agreement under section 113 of
the Local Government Act 1972 for this joint arrangement. The section 113
agreement was completed on 26 September 2008 and updated on 18 February
2011.

63.1n September 2008, Council was asked to agree that all references to the chief
executive, head of paid service, electoral registration officer and returning officer
contained in the Constitution should apply to the shared chief executive when
acting in those roles for each council with effect from 17 September 2008.
Following the appointment of the strategic directors and heads of service in 2008
and 2009 respectively, a harmonised scheme of delegation to officers and
harmonised contract procedure rules were introduced to meet the requirements
of joint working with Vale of White Horse District Council.

64.0Otherwise, the Constitution was reviewed twice during the year to ensure it is up
to date. During the year, a review of the scheme of delegation was undertaken.
In order to enhance the efficiency of decision-making within the budget and policy
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framework agreed by full council, more decision-making has been delegated to
Cabinet members and officers.

65. The monitoring officer did not need to use her statutory powers during the year.

66.Part 3 of the Local Government and Public Involvement in Health Act 2007 (the
Act) required all principal authorities to adopt either an elected mayor and cabinet
or a new style ‘strong’ leader and cabinet. The council had to review its own
arrangements by 31 December 2010. Full Council agreed to adopt the strong
leader model, which the council implemented in May 2011 with an updated
scheme of delegation. In addition, further reviews of the governance
arrangements with Vale of White Horse District Council will start during the year.

67.Lexcel is the accreditation quality mark which the Law Society has developed and
which is only awarded to legal practices that undergo rigorous independent
assessment each year to ensure they meet the required standards of excellence
in areas such as customer care, case management and risk management.
Having undergone assessment on 30 and 31 July 2012, the legal team achieved
its first Lexcel accreditation under the joint arrangements.

Action(s):

e To continue to review the Constitution to meet the requirements of good
governance arising from the joint working arrangements with Vale of White Horse
District Council.

FINANCIAL FRAMEWORK
FINANCIAL REPORTING

68.For 2011/12 we produced budget monitoring information for both revenue and
capital income and expenditure every month from June onwards during the
financial year. We distributed budget monitoring reports from the financial
management system, which are profiled, to heads of service and managers every
month, within a week of the end of the period. This allowed accountancy to
ensure that the information is as up to date as possible, for example by ensuring
that all cash received up to the end of the previous period is reflected in the
figures. In future, following appropriate training, heads of service and service
managers will be able to generate their own reports from the financial system.

69. Every quarter, heads of service are required to submit a return to accountancy,
which provides reasons for current variances, and forecasts the end of year
outturn position.

70.We collate the heads of services’ returns into a budget monitoring report which is
considered by cabinet. These reports highlight the key variances being reported
by each service, allowing management and cabinet to focus on them.

71.The cabinet budget monitoring reports include details of any virements
considered necessary within the quarterly budget monitoring reports. By making
budget transfers in-year, we are able to realign resources to ensure that
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overspends do not impact on our ability to deliver other services. This is assisted
by the prudent inclusion of a £300,000 contingency budget.

72.Budgetary control is subject to internal audit review every three to four years.
Otherwise, budgetary control is generally reviewed in audits of teams or service
areas.

73.For all committee reports for which a decision is required, a “financial
implications” section is included which details the actual, and potential, financial
consequences of the decision being taken. We ensure that this information is
accurate and relevant by clearing it through an accountant.

74.In September 2011 the audit and corporate governance committee approved the
council’s financial statements for 2010/11, and an unqualified audit opinion was
received on 29 September 2011, within the statutory deadline.

75.Officers keep up to date with the latest developments in accounting, which enable
them to be prepared for the changes in accounting practice that affect the
preparation and presentation of the financial statements. The council subscribes
to the CIPFA finance advisory network (FAN) and accountants regularly attend
FAN events, which enable them to be prepared for changes to the accounts.
Accountants that attend training courses report back to the rest of the
accountancy team on the content of the course.

76.Each year’s accounts and annual audit letter are available to the public and are
published on the council’s web site. We can make them available in accessible
formats. To assist the public in understanding the accounts, we have included an
explanatory foreword in the financial statements that explains the purpose of the
accounts and summarises the key messages arising from them. We have
included a glossary of terms within the accounts to aid understanding.

BUDGET MONITORING

77.Accountants meet with all service heads or their staff at least every quarter during
the financial year to discuss performance against budget and to highlight areas of
potentially significant over or under spend. We use this information to prepare
the quarterly budget monitoring reports presented to cabinet, and to substantiate
any in-year budget transfers or supplementary estimates required to meet
changing circumstances. The in-year monitoring of budgets enables the budget
setting process to be based on the very latest estimates of income and
expenditure.

78.Every year the council sets a comprehensive and balanced budget, which is
proved to provide adequate resources by the absence of overspends against
total budget in recent years.

79.The council’s budget planning cycle is well established. We complete the annual
budget for consideration by cabinet in early February, before it is discussed and
approved at full council later that month. Scrutiny committee reviewed the budget
during December, and also in the period between its consideration by cabinet
and full council during February. Throughout the budget setting process the
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council’s financial position, and budget proposals, are regularly discussed
informally by cabinet and the strategic management board, which ensures that
they have a good understanding of the financial situation.

80.When the budget is set, the monitoring of income and expenditure against budget
continues throughout the financial year by both the strategic management board
and councillors. Cabinet formally receives budget monitoring reports every
quarter, culminating in an outturn report that reflects on the overall performance
against budget for the previous year. These are based on returns provided by
the heads of service.

MEDIUM TERM FINANCIAL STRATEGY AND MEDIUM TERM FINANCIAL PLAN

81.Supporting the annual budget setting process, we produce a medium term
financial strategy (MTFS), and a five-year medium term financial plan (MTFP)
annually. The MTFS identifies the parameters within which the council’s finances
are managed, and states that new or additional expenditure will be agreed with
reference to the council’s priorities. We update it annually and it therefore keeps
abreast of changes in the political and economic climate. We discuss its
preparation with the Cabinet member for finance, and both Cabinet and Council
agree it. It also underpins other council strategies, such as the capital strategy.

82.The MTFP provides a forward-looking budget model that estimates the council’s
budget needs in future years, and in the process also indicates the required level
of savings needed in future years to balance the budget in accordance with the
parameters enshrined in the MTFS. This is based on assumptions of the most
likely levels of such critical factors as inflation, government grant funding, and the
level of investment interest. These are subject to current uncertainty. We
highlighted the impact of fluctuating interest rates on the investment income the
council will earn in the MTFS through a sensitivity analysis, which took into
account both the expected levels of interest rates, and the future level of council
reserves and balances. We have included the risk of fluctuating interest rates in
our risk register.

83.By using the MTFP to estimate future council income and expenditure the council
was able to reduce council tax for 2012/13 by 2.5 per cent. To ensure that the
council can continue to focus on delivering services more efficiently during
difficult economic times, it has taken a pro-active approach to identifying and
delivering efficiency savings. It has merged its management team with that of
neighbouring district council Vale of White Horse and has embraced “lean”
business process re-engineering. This initiative, internally branded as “fit for the
future”, embraces all services, with the specific intention of delivering the current
level of service more efficiently. For the first phase of this project, three services
were subject to review during 2008/09, and the outcome was that over £550,000
of ongoing savings were realised. In 2009/10, a wide-ranging function review
across all services identified over £600,000 of ongoing savings that have been
built into the 2010/11 budget. These savings and others generated by service
managers themselves enabled the reduction in council tax for 2012/13. All the
savings identified to date are reasonable, having been subject to review by the
strategic management board and cabinet. For the third phase of the project, four
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services were reviewed and, as a result of this review, a further £290,000 of
ongoing savings have been realised.

84.The council’s policy on reserves and balances is enshrined in the MTFS, which
councillors approve. The budget report we present to cabinet includes a
summary of the estimated balance on key reserves at the end of the capital
programme period. Assumptions underpinning the estimates of reserves are
reasonable.

85. The council communicates key messages from its financial planning process to
staff and stakeholders. New staff undertake an induction process that includes
an introduction to local government finance module. This makes staff aware of
how the council’s budgets are constructed and of the financial pressures the
council faces. For line managers, a separate module goes into more detail on
the financial planning process, and covers their responsibilities. During the
budget setting we hold a series of presentations for staff to explain the budget
process and the pressures the council faces as part of the budget setting
process. We also seek the views of stakeholders during the budget process.

TREASURY MANAGEMENT STRATEGY

86.The council’s treasury management strategy, which council agrees annually, sets
out the council’s policy on managing its investments, which ensures that it has
sufficient cash to meet its needs, and that returns are maximised whilst
maintaining the security of the council’s assets. The strategy has regard to the
Code of Practice for Treasury Management, and the CIPFA Prudential Code. We
report performance against the strategy to council twice per year.

87.The council enjoys a healthy financial position. We have significant reserves that
generate interest income, which we use to support both the revenue budget and
the capital programme. The council takes a prudent approach to its use of
investment interest, by using it in the year after it is earned. This means that we
will use the interest earned during the 2011/12 financial year to support the
2012/13 revenue budget. This provides a more stable platform on which to plan,
and means that the prolonged low interest rates that have been experienced in
recent times do not impact on in-year service delivery.

88.In February 2010, cabinet agreed that the audit and corporate governance
committee would take responsibility for ensuring effective scrutiny of the treasury
management strategy, policies and performance in accordance with the CIPFA
Prudential code and CIPFA Treasury management code, which were revised in
December 2009.

89. All the arrangements detailed above demonstrate that the cabinet and strategic
management board exercise collective responsibility for financial matters. All
members of the strategic management board accept individual and collective
responsibility for the stewardship of use of resources and financial accountability.

COMMENT ON THE ROLE OF THE CHIEF FINANCIAL OFFICER
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90.The council has reviewed its financial management arrangements to ensure that
they conform with the requirements of CIPFA’s Application Note to Delivering
Good Governance in Local Government on the Role of the Chief Financial Officer
in Public Service Organisations.

91.The section 151 officer, or chief financial officer, has a responsibility to ensure
that an effective internal audit function is resourced and maintained. The council
has an in-house internal audit team, which comprises an audit manager and
three auditors. The council requires internal audit to provide an effective service
in accordance with professional standards, and internal audit officers must abide
by the Institute of Internal Auditors Code of Ethics and receive suitable training
and development to maintain the appropriate skills, experience and competence.
The performance of internal audit is subject to quarterly review by the audit and
corporate governance committee.

COUNCILLORS’ AND SENIOR OFFICERS’ DEVELOPMENT

92.We offer councillors a comprehensive induction programme. As a result of the
May 2011 elections the council had 17 new councillors. Soon after election,
councillors were invited to an induction evening to sign their declarations of
acceptance of office and to sign up to the code of conduct. At the induction
session, councillors met the service teams and also indicated their training
needs. Training sessions on planning and licensing have been held with needs
assessment taking place in order to provide further relevant training. Members of
the audit and corporate governance committee have received a self assessment
questionnaire so that we can focus training on their needs. They received
training on their governance roles with regards to internal audit and external audit
on 8 June 2011. Further councillor training is being delivered throughout
2012/13.

93. Senior officers take part in induction sessions with all staff. Their development
opportunities include support towards a nationally recognised qualification e.g.
MBA. They can take part in the Common Purpose Matrix (a county wide senior
management development programme) and they can attend programmes such
as aiming to be a corporate director. Attendees evaluate these programmes,
provide feedback at the end of each session and line managers review training
during the appraisal and formal one to one process.

94.The strategic management board has attended several workshops to clarify their
roles and responsibilities and their interactions between the politicians across the
two councils. This was to ensure that they provided clear and consistent
leadership for the two organisations.

95.We launched a management development programme (Mastering Management)
for the recently appointed shared service managers in 2010/11, which continued
into 2011/12. This included a module on leading impact and influence that
covered skills to influence others, work collaboratively and to have challenging
and difficult conversations. Another module was on leading performance that
covered skills to raise performance within their teams.
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As part of the programme, the service managers attended action learning sets
where they discussed individual challenges and received ideas on how to handle
these situations from their colleagues. Heads of service and the strategic
management board mentored them to support them in their new role of managing
services across two councils. Service managers now mentor some team leaders.

The council will continue to develop councillors’ roles through a councillor
development programme. It will be undertaken as a shared programme with Vale
of White Horse District Council. The programme will result in actions to develop
the effectiveness of councillors in their different roles. It will have the added
objective of making decision making in council and committee meetings more
effective. The programme will encourage councillors to engage in training to
meet their needs as well as the council's needs.

The councils will offer senior managers and service managers further
opportunities to consolidate their management development following the
mastering management programme. The councils are rolling out the mastering
management programme to team leaders and supervisors of both councils to
ensure consistency of management practices across all levels of managers.
There were 35 team leaders who started the programme in February 2012.

Action: To continue to develop councillors’ roles through a councillor development
programme.

INTERNAL AUDIT AND THE INTERNAL AUDIT MANAGER

99.

Internal audit is an independent assurance function that primarily provides an
objective opinion on the degree to which the internal control environment
supports and promotes the achievements of the council’s objectives. It assists
the council by evaluating the adequacy of governance, risk management,
controls and use of resources through its planned audit work, and
recommending improvements where necessary.

100. The internal audit manager contributes to the assurance process by

101.

commenting on the effectiveness and outcome of the programme of internal
audits and comments on the effectiveness of the internal control environment of
the council. The internal audit services are completely harmonised with Vale of
White Horse District Council.

The internal audit manager’s overall opinion offers satisfactory assurance on
the basis of internal audit’s own work. There is basically a sound system of
internal control in place, but there are some weaknesses, which may put some
system objectives at risk.

102. Internal audit is committed to providing anti fraud and corruption training,

however this was postponed due to the audit manager being on maternity leave
in 2010/11. During 2011/12, the internal audit team have undertaken proactive
anti fraud compliance testing to evaluate whether the control environment is
sufficiently robust and to highlight areas of concern with regards to fraud and
corruption issues. Internal audit also reviewed the gifts and hospitality
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arrangements for officers and members, and have identified areas for
improvement.

Internal audit offers assurance that it has complied with the CIPFA Code and a
formal quality assurance programme continues to be in place. Internal audit
has completed a self-assessment against the code to identify areas for further
improvement and actions arising from the self assessment have been
incorporated into the activities of the internal audit team.

Action: The councils will assess the need for anti fraud and corruption training for
councillors and officers in 2012/13.

RISK MANAGEMENT

104.

105.

106.

107.

108.

We harmonised our risk management approach with Vale of White Horse
District Council and the harmonisation process allowed us to enhance our
approach to risk management by incorporating recommendations made by
internal audit and considering the comments made by the Audit Commission
during their use of resources review. We revised our risk management strategy
to incorporate the harmonised approach and also to create a joint strategy for
both councils. Cabinet approved the strategy on 2 July 2009.

The risk management approach ensures that all risks are linked to strategic
objectives, the likelihood and impact is assessed, the gross and net risk are
identified and responsibility for mitigating actions is assigned to appropriate
officers. We have designated risk champions for all services’ areas who
refresh the operational risk registers quarterly, which heads of service review.
Any mitigating actions required for operational risks are included in service
plans where appropriate. The process requires the strategic management
board to regularly review the strategic risk registers and also requires us to
present a report detailing the contents of operational risk registers to audit and
corporate governance committee.

We have a strategic risk register, owned by the strategic management board,
with clear links between risks and strategic objectives and the new process
requires the strategic management board to review the strategic risk register.
We assigned responsibility for implementing the required mitigating actions to
either one of the strategic directors or the chief executive. We presented an
annual update report to audit and corporate governance committee on 30
January 2012.

We provided refresher training to members of the audit and corporate
governance committee on 20 March 2012 and risk management is included in
the induction package given to new employees. Guidance documents and
procedures are available to all staff via a designated risk management area on
the council’s intranet. The council has designated risk champions who receive
training as required and the corporate risk officer supports the champions in
their duties.

Strategic management board has identified partnerships as a strategic risk and
included this in the strategic risk register. The council’s partnership manager

X:\Committee Documents\2012-2013 Cycle (2) Aug-Oct\Audit_270912\Word and Excel files\Audit_270912_Annual 6-18
Governance Statement 2012_Final.DOC




109.

% South Oxfordshire

Listening Learning Leading

has included partnership risks within the service team’s operational risk
register.

Risk management has been incorporated into the council’s approach to writing
report synopses where officers are required to detail the risks that the council
faces in making its decision.

ANTI-FRAUD, BRIBERY, MONEY LAUNDERING AND WHISTLEBLOWING

110.

111.

112.

113.

114.

Internal audit’s rolling audit plan includes areas such as gifts and hospitality and
the register of interests. A pro-active anti-fraud review is completed each year,
and testing will identify if existing management controls are sufficient. The
council raised the profile of the anti-fraud, bribery and corruption policy and the
whistleblowing policy by increasing their visibility through inclusion on the
council’s website and the inclusion of anti-fraud and corruption arrangements in
induction packages for new employees.

The council actively participates in the National Fraud Initiative; publicises
successful cases of fraud; has effective working arrangements; and, shares
intelligence with relevant partner organisations e.g. the Police, Department for
Work and Pensions and the Housing Benefit Matching Service. The council
has a good record of prosecuting fraudsters and administration of penalties and
cautions. It undertakes active recovery of fraudulent overpayments and
ensures policies are applied consistently.

The internal control arrangements in place include the Constitution, the
provision of an internal audit service, the presence of an active audit and
corporate governance committee, transparent governance reporting through an
assurance framework and compliance with relevant laws and regulations.

The risk of money laundering to the council remains low. However, the council
has a money laundering policy and procedures and has designated the section
151 officer to be the council’s Money Laundering Reporting Officer.

During the year we reviewed the money laundering policy making it a joint
policy with Vale of White Horse District Council. At the same time as updating
the anti-fraud and corruption policy to build in the requirements of the Bribery
Act, we also undertook a minor review of the policy and brought the policy to
the attention of staff and councillors.

Actions:
During 2012/13 we will undertake the scheduled review of the anti-fraud, bribery and
corruption policy and the whistleblowing policy.

BUSINESS CONTINUITY

115.

We started a full review of our business continuity arrangements during
2009/10 to take into account the management restructure and the decision to
rationalise the business continuity arrangements between South Oxfordshire
District Council and Vale of White Horse District Council. We produced a joint
business continuity strategy with Vale of White Horse District Council, which is
now in place and we have business continuity plans supported by the disaster
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recovery plan and a joint crisis management plan. Each service has a plan
administrator who reviews the business continuity plans every quarter and we
update the crisis management plan when required. We now have a joint
disaster recovery site with Vale of White Horse District Council. As part of the
procurement process, contract specifications include a requirement for potential
suppliers to provide the council with details of their business continuity
arrangements.

We presented an annual update report to audit and corporate governance
committee on 30 January 2012 and a simulated business continuity exercise
took place on 2 May 2012.

AUDIT AND CORPORATE GOVERNANCE COMMITTEE

117.

118.

119.

Our audit and corporate governance committee undertakes the core functions
of an audit committee as set out in CIPFA’s Audit Committees — Practical
Guidance for Local Authorities (2005), as set out below.

To consider the effectiveness of the authority’s risk management
arrangements, the control environment and associated anti-fraud and anti-
corruption arrangements.

To seek assurances that action is being taken on risk-related issues identified
by auditors and inspectors.

Be satisfied that the authority’s assurance statements, including the
Statement on Internal Control (Annual Governance Statement), properly
reflect the risk environment and any actions required to improve it.

To scrutinise and approve (but not direct) internal audit’s strategy, plan and
monitor performance.

To review summary internal audit reports and the main issues arising, and
seek assurance that action has been taken where necessary.

To receive the annual report of the head of internal audit.

To consider the reports of external audit and inspection agencies.

To ensure that there are effective relationships between external and internal
audit, inspection agencies and other relevant bodies, and that the value of the
audit process is actively promoted.

To review the financial statements, external auditor’s opinion and reports to
members, and monitor management action in response to the issues raised
by external audit.

To ensure the treasury management strategy, policies and performance
comply with prescribed guidance

Following the election of new councillors in May 2011, we again asked
committee members to undertake a self assessment so that we understand
committee members' training needs. A training programme will be rolled out
during 2012/13.

In May 2012 the full council agreed that the committee should take on aspects
of the role of the former standards committee in dealing with code of conduct
complaints against councillors. The committee agreed procedures for dealing
with code of conduct complaints at its meeting on 10 July 2012.
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THE SCRUTINY COMMITTEE

120

. Arising from the Fit for the Future review of functions, the council further
decided to improve the effectiveness of the scrutiny function with just one
scrutiny committee with effect from May 2010. This committee continues to
help develop council policy and reviews performance in meeting council
objectives.

STANDARDS COMMITTEE

121

122.

123.

124.

125.

126.

. On 8 June we received confirmation that a new code of conduct would come
into effect on 1 July 2012. In anticipation of this legislation the council had
adopted a revised code of conduct in May, effective from 1 July.

In May 2012 full council decided that it would not have a standards committee
but that the audit and corporate governance committee would assume
responsibility for dealing with code of conduct complaints.

Until 30 June councillors continued to operate under the code of conduct (the
code) adopted in 2007.

In order to comply with the new legislation the council full council agreed the
appointment of two independent persons in July.

As the need arises, officers have delivered briefings and advice on the code to
district and parish and town councillors as well as parish and town clerks.
Councillors will receive briefings on the implications of the revised code of
conduct followed by training in the autumn.

Until 30 June the committee continued to carry out the local assessment of
code of conduct complaints. Table 1 below summarises the actions taken by
the standards committee on receipt of complaints against district, town and
parish councillors from 2008 to 2011.

Table 1: Complaints and investigations: district and parish councillors, 2008 to 2012

2008/09 | 2009/10 | 2010/11 | 2011/12 | 2012/13

PARISH COUNCILLORS

1| Complaints against parish councillors 1 5 28 4’ 7
No investigation

2| Complaints against parish councillors 0 12 4* 0 0
Referred for investigation
DISTRICT COUNCILLORS

3| Complaints against district councillors 29’ 0 0 0 0
No investigation

4 | Complaints against district councillors 1 0 0 0 0
Referred for investigation

Footnotes to the table

1.

This was one complaint against 29 councillors, which had to be registered as 29 complaints with

Standards for England.

2.

Following investigation and consideration by the Standards Committee, the councillor was found

not to have breached the code of conduct.

3.

This was one complaint against two councillors.
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4. Whilst there were four complaints they were against the same councillor who, following
investigation and consideration by the Standards Committee, was found not to have breached the
code of conduct.

5. Inrelation to items 1 and 3 the complainant had a right to request a review of the assessment
panel’s decision not to refer the case for investigation. In 2008/09 and 2010/11 no complainant(s)
requested a review of the assessment decision. In 2009/10 one complainant requested a review.

6. Inrelation to 4 (2008/09), at the subsequent hearing, the committee found that the councillor did
fail to comply with the code of conduct.

7. One complaint was referred to the monitoring officer to undertake what is termed other action.

Action:

During 2012/13 we will need to implement significant changes to the standards of
conduct framework following enactment of the Localism Act in 2011 and the
subsequent cessation of the regulatory role of Standards for England.

EXTERNAL SOURCES OF ASSURANCE ON THE GOVERNANCE FRAMEWORK

127. Issues raised by our external auditor, the Audit Commission, and other external
inspectors are used to identify improvement areas in our governance
arrangements.

128. This was the second year the council had prepared its accounts under
International Financial Reporting Standards (IFRS)) and the Audit Commission
issued an unqualified opinion on the financial statements in September 2011.
The extent of the work on IFRS in year one meant that officers worked to the
deadline to produce the statements without time for quality assurance
processes to take place. The, council needs to build this into the process before
the audit of accounts for 2012/13.

Action:
Quality assurance procedures should be carried out before the accounts are
presented for audit.

e CERTIFICATION OF ANNUAL CLAIMS

129. In March 2010 the audit and corporate governance committee considered the
Audit Commission’s certification of annual claims and returns and action plan:
the claim having been qualified for the second year due to inaccuracies in both
benefits calculations and in classification of overpayments of benefits. In its
2009/10 Annual Governance Statement, the council undertook to implement
and delivered activities to ensure that the council met the conditions relating to
grants, as set out in the action plan presented to the audit and corporate
governance committee in March 2010. This was done ahead of the 2010/11
certification work.

130. As a result, the Audit Commission’s report to the March 2011 audit and
corporate governance committee reported that in relation to the 2010/11
certification work, there was a qualification letter in relation to the housing and
council tax benefits subsidy but no further recommendations were made.
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e LOCAL GOVERNMENT OMBUDSMAN

131.

132.

133.

134.

135.

136.

The Local Government Ombudsman (LGO) provides summary information on
complaints about South Oxfordshire District Council to enable the council to
incorporate any feedback into service improvement.

At its meeting in September 2012, the audit and corporate governance
committee will consider the Ombudsman’s letter for the period 1 April 2011 to
31 March 2012.

During 2011/12 the Local Government Ombudsman (LGO) determined ten
complaints, compared to seven the previous year, which is line with our
average over the last ten years. This compares favourably with the other
Oxfordshire districts which had an average of 13.25.

We responded to investigations within an average of 25.7 days, compared to
26.5 days last year, which is below the target of 28 calendar days set by the
LGO.

In terms of complaints received by the council under its own complaints
procedure, the number fell from 127 to 120 compared to the previous year.
Finance and Planning received the highest number of complaints as
summarised below.

Finance: 64 complaints received this year compared to 58 last year.
Mainly inaccuracy/delay in processing benefit payments and
reminders being incorrectly issued.

Planning: 27 complaints received this year compared to 22 last year.
Mainly around objections to decisions.

Whilst we resolved the majority of Finance complaints at stage one of the
process, a higher proportion of complaints about the Planning service
progressed to stages two and three.

Significant governance issues

137.

We propose over the coming year to take steps to address the matters set out
in the action boxes above 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.

Signature Date

David Buckle, Chief Executive

Signature Date

Ann Ducker, Leader of the

X:\Committee Documents\2012-2013 Cycle (2) Aug-Oct\Audit_270912\Word and Excel files\Audit_270912_Annual 6-23
Governance Statement 2012_Final.DOC




% South Oxfordshire

Listening Learning Leading

| Council | |

X:\Committee Documents\2012-2013 Cycle (2) Aug-Oct\Audit_270912\Word and Excel files\Audit_270912_Annual 6-24
Governance Statement 2012_Final.DOC



South Oxfordshire

Listening Learning Leading

Appendix 1: South Oxfordshire District Council management structure’

DAVID BUCKLE
CHIEF EXECUTIVE

v v v

STEVE BISHOP MATT PROSSER ANNA ROBINSON

STRATEGIC DIRECTOR STRATEGIC DIRECTOR STRATEGIC DIRECTOR

ANDREW DOWN CLARE KINGSTON CHRIS TYSON PAUL STAINES
HEAD OF HR, IT AND vak;lgnél IJ:?NC /S\IBCSE HEAD OF CORPORATE HEAD OF ECONOMY, HI?EE/)\RIDI%NF?’LEIF\EIEILNDG HEAD OF HEALTH AND
CUSTOMER SERVICES STRATEGY LEISURE AND PROPERTY HOUSING
A 4

MARGARET REED

HEAD OF LEGAL AND

DEMOCRATIC SERVICES

1

All posts are shared with Vale of White Horse District Council.
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