AGENDA ITEM NO: 8

ANNUAL GOVERNANCE STATEMENT

The Annual Governance Statement explains the 1JB’s governance arrangements and reports
on the effectiveness of the 1JB’s system of internal control.

Scope of Responsibility

The Inverclyde 1JB was established by parliamentary order on 27 June 2015 following
approval of the Inverclyde Integration Scheme by the Scottish Ministers. It is a body
corporate, a legal entity in its own right but it relies on support from officers employed by
Inverclyde Council and Greater Glasgow & Clyde NHS Board in relation to the conduct of its
business. It is subject to the Public Bodies (Joint Working) (Scotland) Act 2014 and
secondary legislation directly relating to the integration of health and social care services,
and indirectly in relation to regulatory regimes affecting devolved public bodies in Scotland.

The 1JB 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.

To meet this responsibility the IIJB has established arrangements for governance which
includes a system of internal control. The system is intended to manage risk to support the
achievement of the 1JB’s polices, aims and objectives. Reliance is also placed on the
Inverclyde Council and NHS Greater Glasgow & Clyde systems of internal control that
support compliance with both organisations’ policies and promotes achievement of each
organisation’s aims and objectives, as well as those of the 1JB.

The system can only provide reasonable and not absolute assurance of effectiveness.
The Governance Framework and Internal Control System

The Board of the 1JB comprises voting members, nominated by either Inverclyde Council or
NHS Greater Glasgow & Clyde, as well as non-voting members including a Chief Officer
appointed by the Board.

The main features of the governance framework in existence during 2016/17 were:

 The IJB was the key decision making body. The 1JB’s membership (voting and non-
voting), as set by statutory instrument, is fully established. An Audit Committee with
detailed remit and powers and clearly defined membership was set up in early 2016/17 to
consider all matters in relation to Internal and External Audit and Risk Management;

» Strategic decision-making is governed by the 1JB’s key constitutional documents including
the Integration Scheme, Standing Orders, and Financial Regulations. The IJB is required
to have Standing Orders to regulate its business and these were reviewed and updated
by the IJB in May 2016. They comply with statutory requirements;

* The IJB’s purpose and vision are outlined in the IJB Strategic Plan which was approved
and published prior to the delegation of the integrated functions on 1 April 2016 and
which links closely to the vision of the Inverclyde Community Planning Partnership and
the Single Outcome Agreement and is underpinned by an annual action plan and national
statutory performance indicators.;

« The Performance Management Strategy focuses very firmly on embedding a
performance management culture that measures delivery of improved outcomes rather
than systems and processes throughout the IJB. Regular reporting to Board Members
takes place;



» The 1JB adopted a Code of Conduct based on the Model Code of Conduct for Integration
Joint Boards in May 2016. The register of members’ interests was thereafter published
and made available for inspection.

» The IJB has in place a development programme for all Board Members. Development
programmes are also in place for the Senior Management Team and senior managers
across the Partnership. A Performance Appraisal process is in place for all employees,
the aim of which is to focus all employees on their performance and development that
contributes towards achieving service objectives;

* The 1JB has established three Wellbeing Localities, East Inverclyde, Central Inverclyde
and West Inverclyde. These reflect the local planning areas that were developed by the
Community Planning Partnership (the Inverclyde Alliance) through full public consultation.
These provide Board Members with the opportunity to be involved in considering the
priorities for each area and outline the role for each Community Planning Partner in
meeting these priorities in conjunction with the local communities.

» As a separate Public Body, the IJB is required to publish Equalities Outcomes. These
were published on the HSCP website in April 2016.

The governance framework was in place throughout 2016/17.
The System of Internal Financial Control

The governance framework described operates on the foundation of internal controls,
including management and financial information, financial regulations, administration,
supervision and delegation. Development and maintenance of these systems is undertaken
by the Health Board and Council as part of the operational delivery of the Health and Social
Care Partnership. During 2016/17 this included the following:

» Financial regulations and codes of financial practice;
» Comprehensive budgeting systems;

 Regular reviews of periodic and annual financial reports that indicate financial
performance against budget and forecasts;

» Setting targets to measure financial and other performance;
» Clearly defined capital expenditure guidelines;
» Formal project management disciplines.

The 1IB complies with “The Role of the Head of Internal Audit in Public Organisations”
(CIPFA) and operates in accordance with “Public Sector Internal Audit Standards” (CIPFA).
The Chief Internal Auditor reports directly to the 1JB Audit Committee with the right of access
to the Chief Financial Officer, Chief Officer, Chair of the IJB and Chair of the Audit
Committee on any matter. The annual programme of internal audit work is based on a
strategic risk assessment, and is approved by the Audit Committee.

With regard to the entries taken from the Health Board and Council Accounts, the IJB is not
aware of any weaknesses within their internal control systems and has placed reliance on
the individual Annual Governance Statements where appropriate.

Review of Effectiveness

Inverclyde 1JB 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 the effectiveness of the framework is informed by the work of the Senior
Management Team who have responsibility for development and maintenance of the



governance environment, the annual report by the Chief Internal Auditor and reports from
Audit Scotland and other review agencies.

The Internal Audit functions of the Council and Health Board have independent responsibility
for examining, evaluating and reporting on the adequacy of internal control. During 2016/17,
these services operated in accordance with relevant professional audit standards and the
Public Sector Internal Audit Standards. The Chief Internal Auditors prepared annual reports
to the relevant Audit Committees, including an assurance statement containing a view on the
adequacy and effectiveness of the systems of internal control.

Significant Governance Issues during 2016/17

In March 2016, the 1JB approved the Strategic Plan covering 2016-2019 which includes the
IJB vision and values statements. The vision is ‘Improving Lives’.

The Internal Audit Annual Reports 2016/17 for the Council and Health Board identify no
significant control risks. Some actions have been agreed within the Council and Health
Board Annual Governance statements to further enhance those internal control
environments. None of these are considered material enough to have a significant impact on
the overall control environment.

There was one 1JB internal audit review planned and completed during the year, Review of
Governance Arrangements. The overall opinion on the report was satisfactory. The report
contained 3 Green findings. The 1IB Audit Committee also noted all medium and high
recommendations received by the Council and Health Board Audit Committees relating to
Health and Social Care activities and the actions being taken to address any associated
recommendations.

The Internal Audit Annual Report and Assurance Statement for 2016/17 concludes: “On the
basis of Internal Internal Audit work carried out in 2016/2017, the majority of the 1JB’s
established internal control procedures appeared to operate as intended to meet
Management's requirements for the individual systems reviewed by Internal Audit. On the
basis of selective testing of key controls it can be concluded that, in the main, controls were
generally operating as expected during the period under review, although it does need to be
recognised that some recommendations were made by Internal Audit to improve controls”.

Action Plan

Following consideration of adequacy and effectiveness there are no significant actions
required to ensure continual improvement of the 1JB’s governance. During 2017/18 the 1JB
plans to develop and introduce a Local Code of Good Goverhance to further strengthen its
governance arrangements.

Conclusion and Opinion on Assurance

While recognising that improvements are required, as detailed above, it is our opinion that
reasonable assurance can be placed upon the adequacy and effectiveness of the 1JB’'s
governance arrangements.

We consider that the internal control environment provides reasonable and objective
assurance that any significant risks impacting on the IJB’s principal objectives will be

identified and actions taken to avoid or mitigate their impact.

Systems are in place to regularly review and improve the internal control environment.



