APPENDIX A
Hastings Borough Council

Annual Governance Statement 2008/2009

Scope of responsibility

Hastings Borough 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. Hastings Borough 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, Hastings Borough Council is
responsible for putting in place proper arrangements for the governance
of its affairs, facilitating the effective exercise of its functions which
includes arrangements for the management of risk. Hastings Borough
Council has approved and adopted a code of corporate governance,
which is consistent with the principles of the CIPFA/SOLACE framework
"Delivering good governance in local government".

A copy of the code is on our website at www.hastings.gov.uk . This
statement explains how Hastings Borough Council has complied with the
code and also meets the requirements of regulation 4 of the Accounts and
Audit Regulations 2006 in relation to the publication of a statement on
internal control.

The purpose of the governance framework

The governance framework comprises the systems and processes,
culture and values for the direction and control of the authority and its
activities through which it accounts to, engages 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 risks
to the achievement of policies, aims and objectives and therefore provides
a reasonable rather than an 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 Hastings Borough
Council policies, aims and objectives, to evaluate the likelihood of those
risks being realised and the impact should they not be realised, and to
manage them efficiently, effectively and economically.
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The governance framework has been in place for a number of years at
Hastings Borough Council and, in particular, for the year ended 31 March
2009, up to the date of approval of the Statement of Accounts.

The governance framework

The key elements of the systems and processes that comprise the
authority’s governance arrangements include arrangements for the
following:

Hastings Borough Council continues to have an established Corporate
Plan setting out its objectives and there is an accompanying Performance
Plan through which achievement of the authority’s objectives is monitored.

Hastings Borough Council facilitates policy and decision-making via a
Cabinet Structure with Cabinet Member portfolios. There are Overview
and Scrutiny Committees covering all portfolios. An Audit Committee
provides independent assurance to the council on risk management and
control, and the effectiveness of the arrangements the council has for
these matters. The Constitution is reviewed annually by the Monitoring
Officer and is codified into one document that is available on the intranet
and external web pages.

Hastings Borough Council ensures compliance with established policies,
procedures, laws and regulations — including risk management. There is a
comprehensive corporate induction programme in place and information
regarding policies and procedures are held on the intranet, which
continues to be enhanced and developed. The Council has an Internal
Audit function and established protocols for working with External Audit.
The Audit Commission through its Inspectorate functions also reviews
compliance with policies, procedures, laws and regulations within their
remit.

Hastings Borough Council has continued to enhance and strengthen its
internal control environment through the introduction of new policies and
procedures.

The Council has had a risk management strategy since July 2002, and
this is regularly reviewed so that embedding of risk management is in
accordance with best practice guidance. In particular, a major review of
the Risk Management Strategy was carried out during 2008/09 and will be
presented at the June 2009 Audit Committee. The Risk Management
Strategy contains an action plan for the Council to improve its risk
management processes. Implementation of progress will be monitored
and reported through subsequent Annual Governance Statements.

Hastings Borough Council Internal Audit continues to provide training and
support to give managers at all levels a better understanding of how to
enhance risk management in their area of responsibility and to have some
understanding of the process up and down the Council. The high-level
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risk management methodology is being reviewed to provide more focus to
member and senior officer management of risk.

Hastings Borough Council ensures the economical, effective and efficient
use of resources, and secures continuous improvement in the way in
which its functions are exercised by having regard to a combination of
economy, efficiency, and effectiveness as required by the Best Value
Duty.

The Council performs well in its use of resources, maintaining the overall
judgement secured in 2007. No areas covered by the appointed auditor’s
judgements deteriorated and arrangements for preparing and publishing
the annual accounts improved.

Financial management in Hastings Borough Council and the reporting of
financial standing is undertaken through a general ledger and
management information system, AGRESSO, which integrates the
general ledger function with those of budgetary control and payments.
These are supported by the Financial Operating Procedures (FOPS)
Manual held on the council’s intranet which contains information on
financial and business procedures and processes to be followed in all
areas of the council. A scheme of delegation which sets out the powers of
Directors, the Financial rules and Contract Standing Orders form part of
the Constitution. A rigorous system of monthly financial monitoring
ensures that any significant budget variances are identified in a timely
way, and corrective action is initiated.

Performance management in Hastings Borough Council and the reporting
of performance management continues to be improved with a more
focussed Corporate Plan setting out priorities and supported by a
performance plan. The performance plan explains how the council will
deliver the priorities and the commitments made in the Corporate Plan.
The performance plan focuses on corporate priorities and reflects the
council’s determination to prioritise the areas of greatest importance for
the people of Hastings. Performance indicators are recorded and
monitored via the Performance Plus computer system.

Review of effectiveness

Hastings Borough 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 Corporate Directors within the authority who
have responsibility for the development and maintenance of the
governance environment, the Audit Committee’s Internal Audit and Risk
Managements annual report and also by comments made by the external
auditors and other review agencies and inspectorates.

The Council contributes to the delivery of the Community Strategy for
Hastings through the Corporate Plan. This is supported by a planning
framework, which includes policy framework plans and
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Directorate/Service Plans. The council monitors and reports publicly on
progress so residents can see how issues that matter to them are being
tackled. The plan is monitored on a quarterly basis by both the
Performance Review Panels and Overview and Scrutiny Committees.

Service Delivery Plans contain a variety of performance indicators and
targets that are regularly reviewed.

The Council’s constitution, which is annually reviewed by the Monitoring
Officer, sets out the responsibilities of both Members and their senior
managers. In particular the council has identified the three statutory posts
as follows:

Head of paid service - Chief Executive

Chief Financial Officer - Deputy Chief Executive & Director Corporate
Resources

Monitoring Officer - Borough Solicitor

The council continues to assess how its overall corporate governance
responsibilities are discharged. In particular the council has adopted the
CIPFA/Solace guidance and has developed a local code of corporate
governance.

The arrangements for the provision of internal audit are contained within
the Council’s Financial rules, which are included within the Constitution.
The Deputy Chief Executive & Director of Corporate Resources is
responsible for ensuring that there is an adequate and effective system of
internal audit of the council’'s accounting and other systems of internal
control as required by the Accounts and Audit Regulations 2003 as
amended in 2006. The internal audit service is managed, independently,
by the Deputy Chief Executive & Director of Corporate Resources, and
operates in accordance with the CIPFA code of practice for Internal Audit
in Local Government 2006. The Hastings audit plan is prioritised by a
combination of the key internal controls, assessment and review on the
basis of risk and the council’s corporate governance arrangement,
including risk management. The work is further supplemented by reviews
around the main financial systems, scheduled visits to council
establishments and fraud investigations. The resulting work plan is
discussed and agreed with the Corporate Directors and the Audit
Committee and shared with the Council’s external auditor. Regular
meetings between the internal and external auditor ensure that duplication
of effort is avoided. All Hastings Internal Audit reports include an
assessment of the adequacy of internal control and prioritised action
plans to address any areas needing improvement. These are submitted to
Members and Corporate Directors, as appropriate.

The council’s review of the effectiveness of the system of internal control
is informed by:
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» Directorate assurance based on management and performance
Information

» Scrutiny reports
* Work undertaken by Hastings BC audit during the year

* Work undertaken by the external auditor reported in their Annual Audit
and Inspection letter

» Other work undertaken by independent inspection bodies

From the work undertaken by Hastings Audit in 2008/09 the Chief Auditor
was able to give the following assurance “| am able to provide a
reasonable assurance on the key areas of risk management, corporate
governance and financial control". In this context “reasonable assurance”
means that the systems can be relied upon to prevent error, fraud or
misappropriation occurring without detection, and that nothing was found
that would materially affect the councils standing or Annual Accounts.

The Council’'s management arrangements for securing data quality are
effective and PKF again judged the Council to be performing well and
above the minimum standards specified by the Audit Commission.

The Council continually seeks to improve its services for stakeholders and
made the following significant achievements.

a. Investors in People (liP) re-accreditation: As part of the licence
condition, liP organisations are re-assessed periodically. The
standard to achieve for liP status has been increased but Hastings
Borough Council has retained accreditation.

b. Hastings Borough Council by nature of its services, holds data on
the public and takes its responsibility for keeping that information
securely, very seriously. The Government set out a new
demanding standard known as the Government Code on
Connection (GovConnect) that is far reaching into all aspects of
data security. Hastings Borough Council was one of the first
Councils to successfully be accredited. Many Councils have yet to
do so.

c. The Council has a successful track record securing external
funding the most significant of which this year was £2m Sea
Change funding from CABE and £650k from SEEDA for Stade
improvements.

d. In 2008/9 we successfully responded to resident requests to
improve street cleansing & tackle low level enviro-crime like
littering & dog fouling across the borough. 96 penalties were
issued for littering, and 85 for dog fouling. We also prosecuted
several offenders for these offences, where they failed to pay the
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fixed penalty. This work contributed to a very good NI 195 score,
which is a measure of street cleanliness assessed by an
independent contractor.

Significant governance issues

Following last year’s external review carried out by PKF (UK) LLP into
income lost by the Council to an organisation providing cash collection
services, we have been rigorously implementing the recommendations
made. It has been accepted that the Council needs to:

* Embed risk management arrangements across all aspects of the
Council’s operations; and

» Ensure standing guidance for the management of contracts is
complied with.

Reports on progress made in implementing the recommendations have
been made to the Audit Committee in January and June 2009.

The findings arising from the review of the Museum extension overspend
were reported to the September 2008 Audit Committee. 5
recommendations were made and 4 have been discharged. The
outstanding action to embed a formal project methodology in the council
is in progress. The Head of Projects has received training and has put a
plan in place to roll out training for completion later in 2009. Progress will
be reported in subsequent Annual Governance Statements.

Leader of the Council Chief Executive



