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Inve rC Iyde AGENDA ITEM NO: 9

council
Report To: Policy & Resources Committee Date: 14 November, 2017
Report By: Chief Financial Officer Report No: FIN/86/17/AP
Contact Officer:  Alan Puckrin Contact No: 01475 712223
Subject: Annual Update in respect of Governance of External Organisations

PURPOSE

The purpose of this report is to provide the annual update in respect of the governance of
external organisations.

SUMMARY

In May 2011, the Council approved a risk based approach to the governance of those external
organisations with whom the Council had a significant financial relationship. The Accounts
Commission has published reports which highlight good practice and governance when
delivering services through Arm’s Length External Organisations.

As part of the Council’s approved framework, reports for relevant organisations are presented
to the relevant Service Committee throughout the year giving updates and assurances in terms
of performance and governance whilst an annual report is presented to the Policy & Resources
Committee summarising progress and highlighting any areas of concern.

Overall, the Council's approach to the governance of external organisations is operating well
with regular detailed reports going to the HSCP Committee combining both qualitative and
governance issues, whilst individual reports are presented to Education & Communities and
Environment & Regeneration Committees. The annual review has highlighted a small number
of cases where governance meetings have not taken place in the frequencies required by the
Governance Framework. These will be picked up by the next Committee cycle. These are
shaded in Appendix 1.

The matrix used to appraise the level of governance required is in Appendix 2 and has been
reviewed by the CMT. The list of external organisations that are proposed will form part of this
framework for 2017/18 are shown in Appendix 3.

RECOMMENDATIONS
It is recommended that the Committee note the last 12 months good performance in respect of
the governance of external organisations as shown in Appendix 1 and that any outstanding

issues will be addressed at the next cycle of Committees.

It is recommended that the Committee approve the list of external organisations that will form
part of this framework for the period October 2017 — September 2018 as shown in Appendix 3.

Alan Puckrin
Chief Financial Officer
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BACKGROUND

In May 2011, the Committee approved a framework for monitoring the governance of key
external organisations with whom the Council has a significant financial relationship.

The purpose of this framework was to provide a formal mechanism for feeding back to the
relevant Committee on the organisations’ performance and to highlight any issues in respect
of governance, financial stability or overall performance. This approach was recognised by
the Council’'s External Auditors at the time as being an example of good practice.

In June 2011 the Accounts Commission published a report on Arm’'s Length External
Organisations (ALEQO’s) as part of its series of improvement reports for Councillors and
Officers. During 2013/14 the Council’'s External Auditors, carried out a targeted audit on how
the Council has responded to this national performance report which was a positive report.
The full report was presented to the Audit Committee on 26 August 2014.

Enhancements to the governance process were made in 2014. Reports presented to the
relevant Service Committee giving updates on Riverside Inverclyde and Inverclyde Leisure
are now clear about the reasons for using these ALEOs. Service risk reporting now take into
account more than just financial risk and thought is given to contingency planning in the event
of an organisation failing.

The Corporate Management Team recognise that as resources become more scarce it is
even more important that officers monitor those organisations which are heavily reliant on
Council funding and which provide vital services to the Council.

CURRENT POSITION

Appendix 1 shows the position of the 2016/17 organisations from where it can be seen that
for the vast majority the framework has been fully delivered. There are however a small
number who have not managed to fully adhere to the number of meetings required. This will
be addressed during the next Committee cycle.

The process continues to have a positive impact on the relationship between organisations
and the Council and in particular strengthening the relationships between Care Providers and
the Council. This will further support the alternative delivery models available to the
community and the Health and Social Care Partnership (HSCP).

It is proposed to increase the lower threshold from £19,999 to £24,999 to reflect the
increasing numbers of organisations which form part of the Framework and the available
officer capacity. The Committee is asked to note that the number of organisations proposed to
be monitored has increased by 20 (28%) between 2016/17 and 2017/18 even with the
increased threshold. However, where officers become aware of potential problems with an
organisation, appropriate governance oversight and support will take place irrespective of the
increase in threshold.

As the Council's service delivery landscape becomes more complex, the need for sound
governance processes to manage quality and monitor signs of potential financial stress
becomes more important and this was also picked up as part of the recent Best Value Audit

CONCLUSIONS

The Council's approach to the governance of external organisations is working well and has
resulted in strengthening relationships with organisations and the Council. After six years,
the process has matured in all areas of the Council and the Corporate Management Team is
keeping an overview of compliance with the framework.

The Chief Financial Officer will continue to co-ordinate the monitoring of overall performance
and report to Committee on an annual basis.
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IMPLICATIONS

Financial Implications:

One off Costs

Cost Centre Budget Budget | Proposed Virement | Other Comments
Heading | Years Spend this From
Report £000
N/A
Annually Recurring Costs/ (Savings)
Cost Centre Budget With Annual Net | Virement Other Comments
Heading | Effect Impact £000 | From (if
from Applicable)
N/A
Legal

There are no legal implications arising from this report.

Human Resources

There are no HR implications arising from this report.

Equalities

There are no equalities implications arising from this report.

Repopulation

Whilst there are no direct impacts in respect of repopulation, the Council’'s approach to the
governance of external organisations should provide early warnings of problems within
organisations and therefore provide greater stability to these organisations with a resultant

impact on job security.

CONSULTATION

The report has been approved by the Corporate Management Team.

BACKGROUND PAPERS

None
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Appendix 2

1/

2]

3/

4/

External Organisations Governance

Matrix

Annual Payment to the Organisation (Ex-Vat)

Payment over £250,000
Payment £50,000 to £250,000
Payment £25,000 to £49,999

Payment £24,999 and below

Proportion of turnover funded by Council

51% to 100%
26% to 50%
10% to 25%
Below 10%

Nature of Payment to Organisation

Grant — No SLA

Grant — With SLA
Commissioned — No Tender
Tendered

Council Representation at Meetings

Member on Board
No Council Presence
Officer’s attendance allowed

Points

N BAOD

Exclude

Points

N A O 0

Points

OO

Points

N B



Points

22 plus

Inverclyde

council

Governance Oversight

Annual Accounts received by Service and reviewed by Finance.

Briefing prepared where appropriate for Council Board Member in advance of any
Board Meetings.

Minutes circulated by attendee to Corporate Director, Head of Service, Finance and
Procurement.

Half yearly documented Governance meetings with organisations.

Annual Committee report covering performance and quality issues.

The Council identify, review and monitor specific governance, finance and
performance indicators which will give early warning of any potential problems and
acts accordingly.

Evidence that risks associated with these organisations are considered as part of the
Service/Directorate risk register.

Contingency Plans are in place within the service to ensure continuity of service
delivery if the agreement ends.

Where services are delivered through ALEOs, the Council has well-developed and
sound based strategy for the delivery of services which is linked to the wider
Council’s strategic objective and priorities

As above

Optional

Optional

Annual documented Governance meetings
As above

As above

Optional

As above

Not Applicable

Under 16

a)

No action

Note: 1. The above are the minimum requirements however Services may decide on

more frequent meetings / reporting based on specific risks / intelligence.
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