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	Summary
	This report:

· Reviews each element of the current Annual Governance Statement (AGS);

· Highlights any continuing and potentially new areas for development (and those from previous years that have been addressed); and

· Makes recommendations for revisions that will be contained in the AGS to be included in the audited Statutory Accounts for 2013/14.



	
	

	Recommendations
	The Audit Committee is asked:

· To note the summary of the internal audit reviews undertaken during 2013/14 and the opinion of the Head of Audit and Risk Management at the City of London on the overall control environment, as detailed in Appendix B; and

· To approve the recommended changes to the AGS for 2012/13, as detailed in Appendix A, to produce the AGS for 2013/14 for inclusion in London Councils’ statutory accounts for 2013/14, as detailed in Appendix C.




	


Introduction

1. London Councils is required to prepare and publish an Annual Governance Statement (AGS) in accordance with the CIPFA/SOLACE Framework – Delivering Good Governance in Local Government (the framework). This is necessary to meet the statutory requirement set out in Regulation 4(3) of the Accounts and Audit Regulations (2011). The regulation requires authorities to conduct a review at least once a year of the effectiveness of its system of internal control and to approve an AGS, prepared in accordance with proper practices in relation to internal control.

2. The framework also requires at least an annual review of the governance framework which should be reported to the Audit Committee. The AGS for 2012/13 was approved at the Audit Committee meeting on 20 June 2013. 

3. This report will therefore:

· Review each element of the current AGS;

· Highlight any continuing and potentially new areas for development (and those from previous years that have been addressed) and how these will be addressed; and

· Make recommendations for revisions that will be contained in the AGS to be included in the audited Statutory Accounts for 2013/14.

4. As well as drawing on evidence from the internal audit work that has been undertaken by the City of London during the course of the year, this review will also draw on the feedback provided by London Councils’ external auditors, PricewaterhouseCoopers (PwC) following the conclusion of their interim audit in March 2014.
5. Appendix A to this report details the AGS that was contained in the audited Statutory Accounts for 2012/13 with recommended changes shown in red using the tracked changes function on MS word.  
Scope of Responsibility (paragraphs 1 to 3)
6. It is recommended that the wording of this section as contained within the existing AGS should remain the same, with the exception of the removal of the reference to “proper standards” and minor grammatical and punctuation changes.
The Purpose of the Governance Framework (paragraphs 4 to 6)
7. It is recommended that the wording of this section as contained within the existing AGS should remain the same; with the exception of the date contained in paragraph 6 which should be amended from 31 March 2013 to 31 March 2014 and minor grammatical changes.

The Governance Framework (paragraph 7 with 20 bullet points)
8. There are recommended changes to this section to reflect current arrangements within London Councils and minor grammatical and presentational changes.
Review of Effectiveness (paragraph 8 with 3 bullet points)
9. There are recommended changes to the second bullet point to update the reference to the financial year from 2012/13 to 2013/14 and a minor grammatical change to the first bullet point.
Areas for Development (paragraph 9)

10. There is a recommended change to update the reference to the next financial year from 2012/13 to 2013/14.
Areas for Development – Information Security (paragraph 10)

11. It is recommended that the title of this paragraph is renamed and the wording updated to reflect the outcome of the ICT review carried out during 2013/14. 
Areas for Development – Parking and Traffic (paragraph 11)

12. It is recommended that this area for development is updated to reflect that whilst there has been progress in updating section procedure notes there is still some work to be completed during 2014/15 due to the replacement of the management information software.
Areas for Development – Taxicard Scheme (paragraph 12)

1. It is recommended that this area for development is updated to reflect that whilst there has been progress in updating section procedure notes, there is still some work to be completed during 2014/15 due to recent and proposed changes to existing processes.
Areas for Development – Freedom Pass (paragraph 13)

2. It is recommended that this area for development is removed as all the recommendations have been implemented. 
Areas for Development – Governance Arrangements (paragraph 14)

3. It is recommended that this area for development is removed as all the recommendations have been implemented. 
Areas for Development – Recruitment and Payroll Adjustments (paragraph 15)

4. It is recommended that this area for development is removed as all the recommendations have been implemented. 
Areas for Development – New issues arising during 2013/14
5. The City of London’s internal audit team has undertaken six separate pieces of work during 2012/13; namely:
· London Lorry Control System – Full review;

· ICT Strategy, Security, Operations and Business Continuity - Full review;

· Grants – Full Review; 

· Third Party payments  – Full review;

· Petty Cash, Safe Contents, Creditor Depth tests and Inventory – Spot check review; and

· Freedom Passes – Follow up review.
6. A summary of the results of these reviews are detailed at Appendix B 
7. Following the review of the internal audit work carried out over the past year it is recommended that the additional areas for development are included in the AGS for 2013/14 with regard to Grants, Inventory, London Lorry Control Scheme System and a revision to the Information Security paragraph included at paragraph 10.

Areas for Development (paragraph 16)
8. It is recommended that the wording of this paragraph as contained within the existing AGS remains the same. 

Significant Governance Issues (paragraph 17 to 19)
9. It is recommended that the wording of this section is revised to reflect the outcome of the Grants review and that there is no significant governance issue. 
10. PwC will comment on the robustness of the AGS when they undertake the external audit of the 2013/14 accounts during July/August and reference will be made to this in the annual audit report that will be issued to members by the statutory deadline of 
30 September 2014. A situation could arise whereby PwC consider some of the issues classed as “Areas for Development” to be significant, and could, therefore, make recommendations in the audit report that these be raised to Significant Governance Issues.
Draft Annual Governance Statement for 2013/14
11. The recommended changes to the AGS for 2012/13, as detailed in this report and Appendix A, have been incorporated into the draft AGS for 2013/14, which, if approved by the Committee, should be incorporated into London Councils’ statutory accounts for 2013/14. The draft AGS for 2013/14 is detailed at Appendix C.

	


Financial Implications

None

Legal Implications

None

Equalities Implications

None
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