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1.0 EXPECTED OUTCOME 

1.1 The expected outcome is that:  

 Audit Committee are assured over the process of preparing the Annual 
Governance Statement (AGS) and  

 that Audit Committee have the opportunity to challenge the statement and 
proposed action plan  

This is prior to the draft statement being signed by the Leader and Chief 
Executive and publication along-side the draft 2016/17 statement of accounts 
by 31/5/2017.  

2.0 RECOMMENDATION 

2.1 It is recommended that Audit Committee:- 

(1)  Consider the draft Annual Governance Statement (Appendix 2) and 
the draft Action Plan (Appendix 3) and suggest any amendments. 

3 BACKGROUND AND PROPOSALS 
 

3.1 Local authorities should have in place an effective system of internal control 
(SIC). For South Lakeland District Council, the key features of the SIC are 
described within the Local Code of Governance.  

3.2 Under the Accounts and Audit Regulations (2015), the Council is required to 
review the effectiveness of the SIC annually and to report this through an 
Annual Governance Statement (AGS). This is done alongside the statement 
of accounts and must be prepared in accordance with proper practices.  

3.3 CIPFA have recently published a revised version of their governance 
framework for local authorities, ‘Delivering Good Governance in Local 
Government: Framework (2016)’. This counts as proper practice and is to be 
applied for financial years from 1/4/2016 onwards. This has slightly re-
arranged the previous framework moving from 6 principles to 7. This is in line 
with CIPFA’s broader International Framework: Good Governance in the 



Public Sector (2014). The underlying content of the new framework is broadly 
similar to the previous version although there are some amendments.  

3.4 The provisions of CIPFA’s new framework have been reviewed with 
amendments made to the Local Code of Governance. These were presented 
to Audit Committee on 1 December 2016 with the amendments to the Local 
Code approved by Council on 15 December 2016.  

ANNUAL REVIEW OF EFFECTIVENESS  

3.5 Similar to the previous framework, CIPFA have issued detailed guidance 
which includes specific examples around how each principle might be 
implemented. This best practice framework has been used to help review the 
effectiveness of the Local Code.  

3.6 Similar to the previous framework, a self-assessment exercise has been 
completed by Officers with a proposed action plan to address any areas 
where there may be scope for potential improvements. The outcome of this 
review and any other relevant sources of evidence (e.g. the internal audit 
annual opinion) is set out in the Annual Governance Statement. This is to be 
published as part of the Statement of Accounts. The self-assessment has not 
resulted in any significant governance issues, but a number of areas where 
there is an opportunity for improvement have been identified. The detailed 
results of this review is included at Appendix 1. 

3.7 In prior years a sub group of Audit Committee Members have met between 
the April and July meetings to review the AGS. Given the change to the 
accounts timescales the draft AGS is now to be included on the April Audit 
Committee agenda. This still gives time for the Committee to review the AGS 
and supporting documents and to propose amendments prior to the draft 
statement being signed by the Leader and Chief Executive. The draft AGS is 
to be published alongside the statement of accounts by 31/5/2017. The final 
AGS will be brought back for approval by Audit Committee in July, following 
external audit of the accounts. 

ANNUAL GOVERNANCE STATEMENT 

3.8 Alongside changes to the principles of good governance, CIPFA has also 
amended its guidance around preparation of the AGS. The expectation is now 
that the AGS is strategic and focuses on the review of effectiveness. A 
detailed description of governance arrangements is not required. Instead, the 
AGS should cross refer to the Local Code of Governance. 

3.9 The AGS should include a confirmation that the governance arrangements are 
fit for purpose and should also note any changes to the action plan, including 
new actions and updates on existing actions. The requirement for sign off by 
the Leader and Chief Executive is still in place.  

3.10 As a result of these changes to guidance, the AGS is now much reduced in 
size, contains only the key messages and cross refers to the recently 
reviewed Local Code, where appropriate. 

3.11 The Audit Committee has a key role to play in terms of: 

 Reviewing the method of preparation and how the conclusions have 
been arrived at. 



 Assessing the conclusions against their knowledge of the authority to 
give assurance that the action plan is both complete and reasonable. 

 Reviewing the wording and format of the statement 

3.12 The draft AGS is presented at Appendix 2. The draft action plan is presented 
at Appendix 3. 

 

4.0 CONSULTATION 

4.1 Officers have reviewed the existing Local Code of Governance and the new 
CIPFA LASAAC. Delivering Good Governance in Local Government: 
Framework (2016). Officers from Policy and Performance, Legal and 
Democratic Services, Finance, Internal Audit, External Audit and SMT have all 
been consulted as part of preparing the draft AGS. 

 

5.0 ALTERNATIVE OPTIONS 

5.1 The Council has a statutory duty to publish an AGS. The Committee can 
challenge and propose amendments, however it should ensure that any 
amendments comply with best practice and the legislative framework. 

 

6.0 LINKS TO COUNCIL PRIORITIES 

6.1 The system of internal control as described in the Local Code underpins the 
achievement of all Council priorities. 

 

7.0 IMPLICATIONS 

7.1 Financial and Resources 

7.1.1 This report has no direct financial implications 

7.2 Human Resources 

7.2.1 There are no direct human resources implications of this report. 

7.3 Legal 

7.3.1 There are no direct legal implications of this report other than adherence to 
the statutory deadline for publication of an Annual Governance Statement, in 
line with the Accounts and Audit regulations (2015).  

7.4 Health, Social, Economic and Environmental 

7.4.1  

Have you completed and Health, Social, Economic 
and Environmental Impact Assessment? 

Yes ☐ No ☒ 

If yes, please confirm that it is attached to the report 
in the appendices. 

Yes ☐ No ☐ 

If you have not completed an Impact Assessment, 
please explain your reasons. 

The AGS/Local Code of 
Governance has no direct HSEE 
implications. 



 

7.5 Equality and Diversity 

7.5.1  

Have you completed an Equality Impact 
Analysis? 

Yes ☐ No ☒ 

If yes, please confirm that it is attached to the 
report in the appendices. 

Yes ☐ No ☐ 

If you have not completed an Equality Impact 
Analysis, please explain your reasons. 

The AGS/Local Code of Governance 
has no direct Equality and Diversity 
implications. 

 

7.6 Risk 

Risk Consequence Controls required 

Weaknesses identified 
in the Annual 
Governance Statement 
action plan are not 
addressed adequately. 

Non-compliance with Local 
Code of Corporate governance 
with possible loss of public 
confidence about the way the 
Council conducts its business 

Regular reporting schedule 
so that Members and senior 
officers can monitor 
progress in addressing the 
weaknesses identified. 

Local Code prepared 
that is not in line with 
proper practice 

Potential gaps in system of 
internal control 

Regular review of Local 
Code; annual review of 
effectiveness based on 
CIPFA framework 

AGS not prepared in 
tandem with statement 
of accounts; AGS not 
ready for publication in 
line with statutory 
deadlines. 

Possible loss of public 
confidence about the way the 
Council conducts its business 

Effective planning of AGS 
work and review of both 
deadlines and method of 
preparation in line with early 
closure of the accounts. 

 

CONTACT OFFICERS 

Pete Notley, Chief Accountant, ext 3157, p.notley@southlakeland.gov.uk 
Helen Smith, Financial Services Manager, ext 3147, h.smith@southlakeland.gov.uk 
 

APPENDICES ATTACHED TO THIS REPORT  

Appendix No.  

1 Local Code of Governance 2016/17 detailed review of 
effectiveness  

2 Draft Annual Governance Statement 2016/17 

3 AGS Action Plan 2016/17 

mailto:p.notley@southlakeland.gov.uk


 

BACKGROUND DOCUMENTS AVAILABLE 

Name of Background document Where it is available 

International Framework: Good Governance in 
the Public Sector IFAC/CIPFA 

http://tinyurl.com/lvqtdx2 

Review of Local Code of Governance, Council 
15 December 2016 

http://tinyurl.com/hnnwya5 
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