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Annual Governance Statement

FOR THE PERIOD 1 APRIL 2010 TO 31 MARCH 2011

SCOPE OF RESPONSIBILITY
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Dover 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. Dover District 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.

In discharging this overall responsibility accountability, members and senior
officers are responsible for putting in place proper arrangements for the
governance of Dover District Council's affairs, the stewardship of the
resources at its disposal and facilitating the effective exercise of its functions,
which includes arrangements for the management of risk.

To this end, Dover District Council has approved and adopted a Local Code
of Corporate Governance, which is consistent with the principles and reflects
the requirements of the CIPFA/SOLACE Framework Delivering Good
Governance in Local Government. A copy of the code is on our website at
http://www.dover.gov.uk/default.aspx?page=7734 or can be obtained from
The Council Offices, White Cliffs Business Park, Dover, CT16 3PJ.

This statement explains how Dover District Council has complied with the
code and also meets the requirements of regulation 4(2) of the Accounts and
Audit regulations 2003 as amended by the Accounts an Audit (Amendment)
(England) regulations 2006 in relation to the publication of a statement of
internal control.

Dover District Council has in place appropriate management and reporting
arrangements to enable it to satisfy itself that its approach to Corporate
Governance is both adequate and effective in practice. The Section 151
Officer, the Monitoring Officer and the Solicitor to the Council have been
given responsibility for:

° Overseeing the implementation and monitoring the operation of the
Local Code.

. Reviewing the operation of the Local Code in practice.

. Reporting annually to the Executive and the Governance Committee

on compliance with the Code and any changes that may be necessary
to maintain it and ensure its effectiveness in practice.

In addition, Dover District Council's Director of Governance has been given
the responsibility to review the arrangements independently and report
annually to the Executive and the Governance Committee and to provide



1.2

1.3

1.4

1.1.7

assurance on the adequacy and effectiveness of the Local Code and the
extent of compliance with it.

In discharging this overall responsibility, Dover District Council is also
responsible for ensuring that there is a sound system of internal control which
facilitates the effective exercise of Dover District Council's functions, and
which include arrangements for the management of risk.

THE PURPOSE OF THE GOVERNANCE FRAMEWORK
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1.2.2

1.2.3

The governance framework comprises the systems and processes, and
culture and values, by which the authority is directed and controlled and its
activities through which it accounts to, engages with and leads the
community. It enables the authority to monitor the achievement of its
strategic objectives and to consider whether those objectives have led to the
delivery of appropriate, cost-effective services.

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 Dover District Council's policies, aims
and objectives, to evaluate the likelihood of those risks being realised and the
impact should they be realised, and to manage them efficiently, effectively
and economically.

The governance framework described below has been in place at Dover
District Council for the year ended 31 March 2011 and up to the date of
approval of the Council’'s accounts.

CORPORATE MANAGEMENT TEAMS FINDINGS

The Council’'s Corporate Management Team, comprising the Chief Executive
and the Directors have reviewed the findings of the review into the Councils
governance arrangements. They consider that the improvements during the
year, and the significant governance issues to be addressed as recorded in
this statement are complete and accurate and will enhance governance
arrangements within the Council.

Based on work throughout the year, the Councils Internal Auditors have
provided an Adequate Assurance on the Councils systems of internal control.
Further details of this are included in the Annual Report by the Head of the
East Kent Audit Partnership.

THE GOVERNANCE FRAMEWORK

14.1

The key elements of the systems and processes that comprise the authority's
governance arrangements are summarised below:

Identifying and communicating our vision and outcomes for citizens and
service users

A Corporate Plan was in existence throughout the year, with Members
agreeing the revised version in February 2010. The Interim Corporate Plan



is available on the Council's web site. This document sets out the Council's
objectives for the period 2010 to 2014. A refresh of the Corporate plan will be
undertaken following May 2011 elections

Reviewing our vision and its implications for our governance arrangements

During this year, progress towards the achievement of the objectives has
been monitored through the Performance Management Framework, the
Performance Report, the Project Review Team, the Delivering Effective
Services Project Team and through other internal review mechanisms. In the
year under review processes and controls were appropriately applied to
enable a detailed review of the Council’s priorities, to take account of
direction received from the new Government, and to achieve significant
savings in service delivery.

Established clear channels of communication with all sections of our
community and other stakeholders, ensuring accountability and encouraging
open consultation

Communication and Consultation strategies are in place, together with an
Equality and Diversity Scheme helping to ensure that all groups in our
community have a voice, can be heard and are suitably consulted.

Defining and documenting the roles and responsibilities of the executive,
non-executive, scrutiny and officer functions, with clear delegation
arrangements and protocols for effective communication

Dover District Council has an agreed Constitution which details how the
Council operates, how decisions are made and the procedures, which are to
be followed to ensure that these are efficient, transparent and accountable to
local people. The Executive is responsible for most decisions. The
Executive is made up of the Leader and a Cabinet, who are appointed by the
Leader. Major decisions required are published in advance in the
Executive's Forward Plan, and will generally be discussed in a meeting open
to the public. All decisions must be in line with the Council's overall policies
and budget. Any decisions the Executive wishes to take outside the budget
or policy framework must be referred to Council as a whole to decide. There
are two overview and scrutiny committees who support and monitor the work
of the Executive. A "call-in" procedure allows Scrutiny to review Executive
decisions before they are implemented, thus presenting challenge and the
opportunity for a decision to be reconsidered.

Developing, communicating and embedding codes of conduct, defining the
standards of behaviour for members and staff

The standards of conduct and personal behaviour expected of members and
officers of Dover District Council, its partners and the community are defined
and communicated through codes of conduct and protocols. These include:

. Members' code of conduct
An effective performance management system

° Regular performance appraisals for staff linked to corporate and
service objectives

. A fraud and corruption policy



° Member/officer protocols
. A Standards Committee with five independent members

Whistle-blowing and receiving and investigating complaints from the public

A confidential reporting hotline is in place to enable internal and external
whistle blowing. Informants are requested to be open in their disclosure, but
it is recognised that on occasions informants will wish to remain anonymous.

The Council has an effective formal and informal complaints procedure. We
have received no findings against Dover District Council from the Local
Government Ombudsman.

Reviewing and updating standing orders, standing financial instructions, a
scheme of delegation and supporting procedure notes/manuals, which clearly
define how decisions are taken and the processes and controls required to

manage risks

The Director of Governance and Solicitor to the Council are responsible for
ensuring that the Constitution is subject to annual review. The last review
was adopted by Council in April 2011. The significant changes are the
alignment of new structures, delegations and new executive arrangements.

Compliance with relevant laws and requlations, internal policies and
procedures, and that expenditure is lawful

Dover District Council has a duty to ensure that it acts in accordance with the
law and various regulations in the performance of its functions. It has
developed policies and procedures for its officers to ensure that, as far as is
possible, all officers understand their responsibilities both to the Council and
to the public. Two key documents are the Financial Procedure Rules and the
Contract Standing Orders, which are available to all officers via the Council's
Intranet, as well as available to the public as part of the Constitution, which is
published on the Council's website.

Other documentation includes corporate policies on a range of topics such
as Equality and Diversity, Customer Care, Data Protection, Human Rights,
and Fraud. All policies are subject to internal review to ensure these are
adequately maintained. The Council keeps all staff aware of changes in
policy, or new documentation following new legislation, where appropriate
arranging training for all or key members of staff.

In 2002 as part of the original Local Code of Corporate Governance, Dover
District Council adopted a Risk Management Strategy. This document
shows the role both Members and Officers have in the identification and
minimisation of risk. Key risks are recorded in a Corporate Risk Register and
are then subject to periodic review. This strategy was reviewed as part of
the 2007 update and following the Delivering Effective Services Review, risk
assessments were given a bronze status meaning that detailed risk
assessments will be undertaken on major corporate activities and projects at
key deliverable stages.

As part of the year-end process a Service Assurance Statement has been
provided by all Directors, detailing their assessment of their services. They
are required to give assurance that risks have been identified, that sound



business arrangements operate in their service areas, and that the service is
subject to monitoring and review in order to assess performance.

The Solicitor to the Council has also provided his opinion on the Council's
compliance with its legal obligations. He is satisfied that the Council is
complying with relevant legal obligations.

Measuring the quality of services for users, for ensuring they are delivered in
accordance with our objectives and for ensuring that they represent the best
use of resources

Dover District Council through its budgetary monitoring and control
processes ensures that financial resources were being used to their best
advantage, via monthly management reporting to the Corporate
Management Team, Cabinet and all other Members.

Financial planning is underpinned by service planning, with increased
expenditure in any service area being justified to the Corporate Management
Team, and where necessary approved by the Executive. Key to the service
planning process is a requirement to demonstrate planning for continuous
improvement over several financial years. Corporate Management Team is
tasked with prioritising resources to ensure that the objectives within
Corporate Plan are supported by the individual service plans, and that
improvements are in line with corporate objectives.

Corporate and key service objectives are carefully monitored to ensure that
performance targets and indicators are being achieved.

Economic, effective and efficient use of resources is subject to review
through the work of both Internal and External Audit, through benchmarking
and the use of comparative techniques with other service providers, and
through independent external review.

Financial Management

Responsibility for ensuring that an effective system of internal financial control
is maintained and operated rests with the Section 151 Officer. The systems
of internal financial control provide reasonable and not absolute assurance
that assets are safeguarded, that transactions are authorised and properly
recorded, and that material errors or irregularities are either prevented or
would be detected within a timely period.

Internal financial control is based on a framework of management information,
financial regulations and administrative procedures, which include the
segregation of duties, management supervision and a system of delegation
and accountability. Ongoing development and maintenance of the various
processes may be the responsibility of other managers within the Council.

In particular, the process in 2010/11 included:

. The setting of annual budgets;

. Monitoring of actual income and expenditure against the annual
budget;

. An ongoing review of the annual budget;



° Setting of financial and performance targets, including the introduction
of the prudential code and associated indicators;

Monthly reporting of the Council's financial position to Members;
Clearly defined capital expenditure guidelines;

The monitoring of finances against a Medium Term Financial Plan;
Managing risk in key financial service areas.

Effectiveness of Internal Audit

The Internal Audit Team reported to the Director of Governance to 31/3/11
and to the Director of Finance from 1/4/11, and operates under a Charter,
which defines its relationship with the Council's officers, and the Governance
Committee. The main responsibility of the Internal Audit Team is to provide
assurance and advice on the internal control system of the Council to the
Corporate Management Team and Members. Internal Audit reviews and
appraises the adequacy, reliability and effectiveness of internal control within
systems and recommends improvement. It also supports management in
developing systems, providing advice on matters pertaining to risk and
control. The controls created by management are evaluated to ensure:

Council objectives are being achieved;

Economic and efficient use of resources;

Compliance with policies, procedures, laws and regulations;
The safeguarding of Council assets; and

The integrity and reliability of information and data.

As part of the wider annual review of the governance arrangements and in
particular the System of Internal Control, the Council is required to undertake
an annual review of the effectiveness of the system of internal audit.

This review was undertaken by the Director of Governance (Monitoring
Officer) and Director of Finance (Section 151 Officer). The review concluded
that an effective system of internal audit is provided through the East Kent
Audit Partnership and the opinion of the Head of the Audit Partnership in her
annual report can be relied upon.

A Governance (Audit) Committee, as identified in CIPFA's Audit Committees
— Practical Guidance for Local Authorities

It is a responsibility of the Governance Committee (as detailed in the
Constitution) to monitor the work of Internal Audit and to ensure that any
actions agreed are implemented. The review also considered the
effectiveness of the Council's Governance (Audit) Committee, The review
concluded that the Governance (Audit) Committee was effective and added
value to the internal control system. Its terms of reference are outlined in the
Council's Constitution.

Performance and Risk Management

The Council’'s Performance monitoring and reporting to Members was
maintained during the year, but without the use of challenging in-year targets,
as the Delivering Effective Services Review was ongoing throughout 2010/11,
which was a major review of the Councils key service priorities and identified
significant efficiency savings.



The development needs of members and senior officers in relation to their
strateqic roles, supported by appropriate training

A resourced training and development plan is in place for officers and
members of the Council, clearly linked to the Corporate and Service Plans
and statutory responsibilities.

Incorporating good governance arrangements in respect of partnerships and
other group working

A partnership evaluation criteria has been established to help ensure that all
key governance criteria are incorporated into new and existing partnerships.

The ethical conduct of members and officers of this Council

The Standards Committee and the Head of EK Human Resources have
provided a positive opinion on the Council's compliance with its Ten
Principles of Good Conduct. The Independent Chairman of the Standards
Committee has again produced his annual report which was received and
adopted by Council.

1.5 REVIEW OF EFFECTIVENESS
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15.2

Dover District Council has responsibility for conducting, at least annually, a
review of the effectiveness of its governance framework including the system
of internal control. This review is informed by:

. The work of the Internal Auditors and the Head of the Audit
Partnership's Annual Report.

° The work of Directors and managers within Dover District Council who
have responsibility for the development and maintenance of the
governance environment.

. The external auditors in their Annual Audit and Inspection Letter and
other reports, including the CPA Use of Resources and Direction of
Travel Statements.

The following process have been applied in maintaining and reviewing the
effectiveness of the governance framework:

Council

At a corporate level the Corporate Plan, Service Plans and the Constitution
have all been subject to review. Performance is reported against out key
priorities on a quarterly basis and outlines our priorities and targets for the
forthcoming year. The Council has also adopted the revised model code of
conduct for members.

All key services have been prioritised and agreed by members as either gold,
silver or bronze status. This depicts the service levels to be maintained
during 2011/12



Cabinet and Scrutiny (Policy and Performance) Committee

The Cabinet and Scrutiny (Policy and Performance) Committee have
responsibility for monitoring the achievement of key priorities and setting
robust and challenging targets. The new stronger Leader model supports
this process, together with the Annual Report from the Chairmen of the
Scrutiny Committees, received and approved by Council.

Governance Committee

The Governance Committee receive quarterly updates from the Head of the
Audit Partnership on the assurance which can be placed against various
systems and processes during the year, along with an annual assessment at
the year end.

The Governance Committee have reviewed reports presented to it by the
Head of the Audit Partnership in connection with the review of internal
control. The Committee keeps a check on those areas that have not
achieved a satisfactory level of assurance. Additionally, this committee
receives the Council's annual Constitutional Review, for recommendation on
to Council and ensures the effectiveness of the Council's risk management
arrangements. The Annual Report of the Chairman of the Governance
Committee was received and approved by Council.

Standards Committee

The Standards Committee receives a quarterly report on progress of formal
complaints against the Council, 100 formal complaints were received during
2010/11 against 116 in 2009/10. During 2010/11, the Initial Assessment Sub
Committee of the Standards Committee considered 20 complaints against
district, town and parish councillors, against 36 complaints in 2009/10. There
were no findings of breaches of the code of conduct by members of Dover
District Council. An Annual Report of the work of the Standards Committee
was presented to the Annual Council Meeting in May 2010. It gave a
positive opinion on the ethical conduct of the members of this Council.

Internal Audit

Based on the work undertaken by them during the year, the Head of the
Audit Partnership consider that there are no major areas of concern, which
would give rise to a qualified audit statement regarding the systems of
internal control concerning either the main financial systems or overall
systems of corporate governance. The Council can have very good level of
assurance in respect of all of its main financial systems and the majority of its
Governance arrangements. Many of the main financial systems, which feed
into the production of the Council's Financial Statements, have achieved a
Substantial assurance level following audit reviews. The Council can
therefore be very assured in these areas. This position is the result of
improvements to the systems and procedures over recent years and the
willingness of management to address areas of concern that have been
raised.

Positive steps are being taken in all those areas where a Limited Assurance
had been given, in order to raise that assurance level to Reasonable or
Substantial. Based on an overview of the work undertaken throughout the



1.6

1.7

year, in conjunction with previous years' work, current risk assessments, and
the Heads of Service Assurance Statements the Head of the Audit
Partnership places an Adequate Assurance on the systems of internal
control in place. (Definitions of assurance levels follow the signatures at the
end of this statement).

External Agencies

No external service level inspections this year

IMPROVEMENTS DURING THE YEAR

16.1

In the period covered by this Annual Governance Assurance Statement,
improvements have been made to the Council's arrangements in respect of
the following areas, which had been previously identified as areas in which
we could improve:

High Priority

. A number of efficiency projects were identified as part of a Delivering
Effective Services initiative to streamline services and improve value
for money.

. A Corporate restructuring exercise was undertaken which significantly

reviewed service priorities and provision. This was undertaken during
2010/11 was implemented from 4 April 2011.

. Plans were developed for East Kent Shared Services to commence in
February 2011.
o East Kent housing was established on 1 April 2011 to combine the

landlord services for the four East Kent Authorities.

Medium Priority

. The Council undertook its annual review of the Constitution in the
period leading up to March 2011 in an effort to improve the
governance arrangements of the Council.

Low Priority

) Terms and Conditions and codes of conduct were reviewed to ensure
commonality with key East Kent Partners.

. Work began on reinforcing data retention policies

SIGNIFICANT GOVERNANCE ISSUES

1.7.1

On the basis of the Corporate Governance Position Statements compiled by
the Monitoring Officer following a review of the Council's processes, and
reviewed by the Council's Corporate Management Team, and the Statements
produced by Directors, we are satisfied that, except for the matters listed
below, the Corporate Governance arrangements for Dover District Council
are adequate and operating effectively.



1.7.2 Areas of Non Compliance:

1.7.3

Signatures:

High Priority

The provisions within the Performance Management Framework
encourage the continual review, measurement and monitoring of
services. We need to develop this further to ensure that the Council
concentrates its efforts on the functions that are key to the health of
the organisation and seeks to use this tool to identify service areas for
improvement.

The Council needs to continue to build on the enhanced arrangements
and revised organisational structure introduced during the year to
deliver budgetary savings and monitor of business risk in order to
ensure that these lead to efficiency improvements in services.

Medium Priority

The Council has not always reported back to groups/partners on how
their comments have affected the Council's plans. We will improve
communications with the community to inform everyone, in a timely
manner, of the changes that we will instigate as a result of their
comments.

We need to investigate ways of publishing financial information in a
format that the public generally can more easily understand, and
ensure that this is made available specifically to key stakeholders and
partners.

Low Priority

Additional training will be offered to Members and Officers including,
specifically, topics relating to improving knowledge on the way the
Council operates, and training aimed at explaining and strengthening
governance arrangements.

We propose over the coming year to take steps to address the above matters
to further enhance our governance arrangements. We are satisfied that these
steps will address the need for improvements that were identified in our
review of effectiveness and will monitor their implementation and operation as
part of our next annual review.

\*"\
5 Date: 16June 2011

Leader of the Councn

W Date: 16 June 2011

/ #Chief Exdcutive
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AUDIT ASSURANCE

Definition of Audit Assurance Statements

Substantial Assurance

From the testing completed during this review a sound system of control is currently being
managed and achieved. All of the necessary, key controls of the system are in place. Any
errors found were minor and not indicative of system faults. These may however result in a
negligible level of risk to the achievement of the system objectives.

Reasonable Assurance

From the testing completed during this review most of the necessary controls of the system
in place are managed and achieved. There is evidence of non-compliance with some of the
key controls resulting in a marginal level of risk to the achievement of the system objectives.
Scope for improvement has been identified, strengthening existing controls or
recommending new controls.

Limited Assurance

From the testing completed during this review some of the necessary controls of the system
are in place, managed and achieved. There is evidence of significant errors or non-
compliance with many key controls not operating as intended resulting in a risk to the
achievement of the system objectives. Scope for improvement has been identified,
improving existing controls or recommending new controls.

No Assurance

From the testing completed during this review a substantial number of the necessary key
controls of the system have been identified as absent or weak. There is evidence of
substantial errors or non-compliance with many key controls leaving the system open to
fundamental error or abuse. The requirement for urgent improvement has been identified, to
improve existing controls or new controls should be introduced to reduce the critical risk.
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