Nottinghamshire Report to Governance & Ethics
County Council Committee

1 May 2019

Agenda Item: 10

REPORT OF SERVICE DIRECTOR - FINANCE, INFRASTRUCTURE &
IMPROVEMENT

ASSURANCE MAPPING ANNUAL REPORT 2018-19

Purpose of the Report

1. To present the outcomes from the assurance mapping pilot carried out during 2018-19, to
consider its benefits and to propose its retention, and possibly expansion, in 2019-20.

Information

2. This is the final report in a series of three considered by the Governance & Ethics Committee

to pilot an assurance mapping process for the Council. The pilot has been conducted in a
four-stage approach, as depicted below.

Quarter 2 Quarter 3 Quarter 4.
e Identify sources of Conduct an annual Annual report and
Determine what is assurance using the assessment of the action plan, feeding
covered in the map 3 Lines of Defence evidence from all into Annual

model sources Governance
‘ Statement

3. As determined by the Committee in approving the pilot at its meeting in March 2018, mapping
has been applied to three aspects of governance:
» Financial management
» Performance management
» Risk management

4. For each of these three areas, Key Lines of Enquiry (KLOES) were determined and used to
map the sources of assurance available to the Council across its three lines of defence.
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5. Being the final report in the series for 2018/19, this report covers the following elements:
a) Reporting the evidence gathered from the assurance sources across the three lines of

defence,

and assessing what assurance can be taken from it about the Council’s

arrangements for financial management, performance management and risk management
b) Proposing actions to be taken in 2019/20 to address any concerns identified
c) Setting out how the findings from the pilot exercise are being used to inform and
strengthen the Council’'s governance arrangements
d) Considering the benefits of the pilot exercise and possibilities for its expansion in 2019/20.

Assurance mapping outcomes in 2018/19

6. Appendix 1 presents details of the evidence gathered in the final phase of the pilot. The
evidence for each KLOE is presented across the three lines of defence. A summary for each
of the aspects of governance under review is set out below, along with an assessed rating for
the assurance level suggested by the evidence. A simple ‘Red-Amber-Green (RAG) rating’
has been applied, based around the following principles:

Red - The evidence identifies weak assurance and points to significant cause for
concern with a number of KLOEs. Urgent action is required.

Amber - The evidence has identified positive assurance, but there are some
KLOEs on which action is required as a matter of priority over the coming year

Green - The evidence provides strong assurance that risks and challenges are
under active management. There may be scope for strengthening in some
KLOEs.



Financial Management — Budgetary Control

1st Line

eSubstantial assurance that
budgetary control
procedures are complied
with

2nd Line

eHigh degree of compliance
with forecasting process

eMonitoring shows in-year
forecasts are reliable

eBalanced budget agreed for
2019/20

eProjected overspend of
£5.5m in 2018/19, due to
pressures on demand led
budgets in Children's
Services

*Projected slippage onthe
capital programme of £4.1m

*MTFS shows cumulative
budget shortfall of £34.2m
to 2022/23

3rd Line

e|nternal audit confirms
compliance with the
forecasting procedure

eFurther internal audit in
progress at year-end -
focusing on controls at a
more detailed level in target

3

2

3

Significant budget challenge facing the Council
Budgetary control procedures are strong

Financial Management — Financial Compliance

1st Line

eSubstantial assurance that
the Council's Financial
Regulations are complied
with

2nd Line

eProvision of timely and
effective professional advice
to front-line services

eMonthly monitoring
confirms good levels of
compliance with core
financial procedures

3rd Line

*Rolling 12-month reports
of the Chief Internal
Auditor confirm a
satisfactory level of
internal control is in place

2
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Strong assurance available from all three lines of defence




Financial Management — Financial Prudence

1st Line

2nd Line

3rd Line

eHigh degree of assurance of
compliance with the
Treasury Management
Framework and Investment
Strategy

eStrong cashflow
management

eAbove average returns on
prudent investments

ePositive assurance from
internal audit of treasury
management

*CIPFA indicators of financial
stress show the Council is
responding prudently to its
known financial challenges

3

2
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Prudent approach to addressing known financial challenges
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Financial Management — Value for Money

1st Line

eSubstantial assurance
that service provision is
under active and ongoing
review

2nd Line

*Mixed levels of
performance against core
measures

*Projected overspend in
2018/19

eGood progress being
made with
transformation and
change projects

3rd Line

eExternal Auditor
provided unqualified VFM
opinion for 2017/18

*iMPOWER index ranks
Nottinghamshire among
the top 10 most
improved councils
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Strong progress against transformation programme

Is driving improvements in VFM




Performance Management

*Planning & Performance
Management Framework
complied with

e0Ongoing review of
services

eStakeholder engagement
to inform change options

l 2nd Line

*Good progress against
key strategic measures
reported monthly to
Corporate Leadership
Team

*Mixed progress against
measures in the Council
Plan and Departmental
Strategies

eSome inconsistency in
quarterly reporting to
service committees

eData quality may be
strengthened in some
areas

l 3rd Line

*No recent assurance

3

3

Strong framework in place

Clearer reporting will strengthen assurance

Risk Management

1st Line

2nd Line

3rd Line

*Risk management
strategy and framework
in place

eCorporate risk register is
up to date and mitigating
actions are being taken

eDepartmental Risk,
Safety & Emergency
Management Groups are
in operation

*Risk, Safety & Emergency
Management Board
providing strategic
oversight

eCorporate and local area
risks are actively
managed

*Positive outcomes from
internal health & safety

ePredominantly positive
assurance from reviews
and internal inspections
by:

e|nternal Audit

*BS|

*CQC

eCouncil insurers

3

checks

2

Strong framework in place and complied with
Strong assurance from internal and external reviews




7.

10.

Appendix 1 also incorporates proposed developments in 2019/20 for each aspect of
governance in the pilot. These developments are fed into the Annual Governance Statement
(AGS) for 2018/19 and captured within the AGS Action Plan for 2019/20. This ensures the
Council has one single governance-focused action plan to progress in the coming year.
Committee will wish to monitor the implementation of these actions, and it is proposed in the
report on the AGS that regular progress updates should be brought to the Committee as part
of its 2019/20 Work Programme.

Key conclusions that may be drawn from the evidence presented are:

» The Council is fully aware of the financial challenges it faces and it is taking appropriate
and effective action to meet them

» Essential to this is the clear approach the Council has set out to further strengthen its
performance management arrangements

» The Council values and acts upon the risk management guidance it receives, both
through its internal procedures and from its external advisors.

Use of the outcomes from Assurance Mapping

One of the primary aims of assurance mapping is to provide annual assurance to the Council
(both the Corporate Leadership Team (CLT) and the Governance & Ethics Committee) that
effective governance arrangements are in place in the areas that matter most to the Council.
This is an important purpose of itself and, it might be argued, reason enough to carry out the
exercise.

Beyond this, the assurance assembled through this process can be put to effective use to
inform and direct wider governance activity in the Council. The outcomes of this pilot exercise
have been used as set out below:

a) The Council’s Local Code of Corporate Governance and the AGS for 2018/19 — the report
has been used as a further source of assurance for the statutory AGS, published
alongside the Council’s financial accounts, and to consider whether any changes should
be recommended to the Council’s Local Code of Corporate Governance. Improvements
have been made over the past two years to strengthen the evidence base for the AGS;
assurance mapping represents a further step improvement. The annual review of the
Local Code of Corporate Governance and the proposed AGS for 2018/19 are presented
together as a separate item on the agenda for today’s meeting. Members will note that
report highlights the important contribution made by this assurance mapping report.

b) Governance & Ethics Committee’s work programme — a further item on today’s agenda is
the presentation of a draft Annual Report to Council on the activities of the Governance &
Ethics Committee. An important element of that report is to reflect on the achievements of
the past year and to consider the Committee’s priority areas of focus for the coming year.
This assurance mapping report provides an important steer for the Committee with regard
to assurances it should be seeking in 2019/20 in respect of financial management, risk
management and performance management.

c) Internal Audit Plans — assurance mapping has delivered a clear view of the relative areas
of strength and weakness in the governance processes covered by the pilot. The Section
has updated its Priority Needs Assessment as a result, which Members wiil know serves



as the basis for Internal Audit’s proposed termly plans. The Group Manager — Assurance
is due to present his Annual Head of Internal Audit Report at the Committee meeting in
July 2019, and this will incorporate proposals for the next termly plan (Term 2 — August to
November 2019). The Group Manager will reference further in that report how the
outcomes from this report have influenced the proposed coverage for the next Termly
Plan.

Review of the assurance mapping pilot and proposals for 2019/20

11.The uses of the outcomes of the pilot exercise in 2018/19, set out above at paragraphs 7 and
8, suggest strongly that assurance mapping has proven successful. The approach has
brought important benefits to the overall assurance framework in the Council:

a) It has provided a co-ordinated view of the sources of assurance available in the Council in
respect of financial management, risk management and performance management. It has
provided both senior management and Members with a timely point of review. If retained,
it will continue to deliver assurance regarding governance activities that are working well,
along with focused prompts for action in target areas.

b) The outcomes from assurance mapping are directly relevant to, and an important source
of evidence for, the remit of the Governance & Ethics Committee, as set out in the
Council’s Constitution (part 4-11):

» It provides a prompt for Members to consider whether there is a need for policy
development inrelation to governance and ethics

It reviews the performance of governance activities across the Council

It strengthens the base of evidence for the Committee in advising Full Council on the

adequacy of the Council’s systems of internal control

It bolsters the basis for the Annual Governance Statement and annual review of the

Local Code of Corporate Governance

It informs the Committee’s understanding of the Council’s risk management strategy.

Y WV VYV

12.The experience of carrying out the pilot exercise in 2018/19 has identified some opportunities
to inprove the process, if retained:

a) Improved engagement with senior managers — assurance mapping is a new concept for
the Council and, at times, the exercise has appeared somewhat esoteric. This has been a
deterrant to securing a high and consistent degree of compliance across the organisation.
Whilst the Group manager — Assurance has attempted to engage with the Committee,
Corporate Leadership Team and the Extended Corporate Leadership Team on a regular
basis throughout the year-long pilot, he reflects that greater engagement with the Service
Directors and Group Managers within the Council is an important improvement to make.
This was confirmed during the third quarter of the exercise when, on discussing the
subject with the Corporate Director for Adults’ Social Care & Health, he attended her
Senior Leadership Team meeting to discuss the pilot with her team of Service Directors.
This was a helpful opportunity to clarify the process, clear up misunderstandings and raise
its profile. Additional, helpful information was received as a consequence, relating to
relevant sources of assurance available in that department.
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b) The final stage of the process, to gather evidence from the available sources of
assurance, may be streamlined now that key sources of assurance have been identified
for the three aspects of governance included in the pilot. In order to spread the load of
collecting evidence, it should be possible to implement a mechanism by which collection
activity can provide a continuous feed of updates throughout the year, ready for
assessment for the year-end report. The Group Manager — Assurance has responsibility
for services wider than Internal Audit, all of which can play a part in providing a feed of
continual updates to the evidence base. If it is agreed to retain assurance mapping, he will
work to design and implement these mechanisms with his teams.

Proposals for assurance mapping in 2019/20

13.Given the assessed benefits outlined above, it is firstly proosed to coontinue with the
assurance mapping process in 2019/20.

14.Should this proposal be accepted by Committee, consideration should be given to the
aspects of governance to be included in the map for the coming year. Figure 1 below depicts
the aspects of governance currently included, along with suggestions for further aspects
which might also be considered. The other areas suggested are by no means exhaustive.

15.Figure 2, below, presents a proposal for the aspects of governance to be included in the map
for 2019/20.
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16.The rationale for the proposal at Figure 2 is as follows:

a) The current aspects of governance should be retained in the map for 2019/20. This will
provide a basis for tracking the actions arising from the 2018/19 pilot exercise, and it will
facilitate trends and progress in these areas to be monitored over time.

b) The inclusion of people management would recognise that the Council’s staff are its
most valuable asset, without which none of the other aspects of governance would
function and without which none of the goals and aspirations in the Council’s Plan would
be achieved.

c) The inclusion of asset management would reflect the fact that assets represent the most
valuable item on the Council’s balance sheet and therefore are a priority area for strong
management.

17.The process for the retained aspects of governance may be simplified for 2019/20 and
designed to mesh with the established process for any new aspects of governance approved
to be brought in to the map. This is illustrated below:

Quarter 1 Quarter 2 Quarter 3 Quarter 4
New Retained Retained & Annual
aspects: aspects: new aspects: report and

. action plan,
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Other Options Considered

18.The assurance mapping process might be discontinued. This would deny the Council the
benefits of the approach highlighted in this report. The scope of the assurance map might be
retained to cover just the three aspects of governance included in the 2018/19 pilot. This
would preclude the measured widening of the scope to allow extended benefits to accrue.

Reasons for Recommendations

19.To recognise the benefits that the pilot approach has brought to the Council, along with the
improvements that may be made to it. Further, to apply the benefits of the approach to a
manageable widening of its scope.

Statutory and Policy Implications

20.This report has been compiled after consideration of implications in respect of crime and
disorder, data protection and information governance, finance, human resources, human
rights, the NHS Constitution (public health services), the public sector equality duty,
safeguarding of children and adults at risk, service users, smarter working, sustainability and
the environment and where such implications are material they are described below.



Appropriate consultation has been undertaken and advice sought on these issues as
required.

The assurance map aims to deliver a comprehensive assessment of the effectiveness of the
Council’'s governance, risk and control framework. This will provide assurance relating to many of
the considerations listed above.

RECOMMENDATION/S

1) The assurance mapping process is retained in 2019/20.
2) The scope of the assurance map for 2019/20 is widened to embrace two further aspects
of governance. The areas of people management and asset management are proposed.

3) Progress against proposed actions to address the issues identified by the pilot should be
reported to Committee as part of update reports on the AGS.
4) Members consider the positive assurance delivered in the three aspects of governance

covered by the pilot exercise and determine whether there are additional actions they would like
to see implemented.

Nigel Stevenson
Service Director — Finance, Infrastructure and Improvement

For any enquiries about this report please contact:
Rob Disney, Group Manager — Assurance
Constitutional Comments (SLB 11/04/2019)

21.Governance and Ethics Committee is the appropriate body to consider the content of this
report.

Financial Comments (RWK 11/04/2019)

22.There are no specific financial implications arising diretly from the report.

Background Papers and Published Documents

Except for previously published documents, which will be available elsewhere, the documents
listed here will be available for inspection in accordance with Section 100D of the Local
Government Act 1972.

e None

Electoral Division(s) and Member(s) Affected
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All
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