ANNUAL GOVERNANCE STATEMENT 2009/10

SECTION 1: SCOPE OF RESPONSIBILITY

The Tyne and Wear Integrated Transport Authority (ITA) 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. The ITA 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. The ITA also has a general power of promoting well-being within its area
that was introduced by the Local Transport Act 2008.

In discharging this overall responsibility, the ITA is responsible for putting in place
proper arrangements (known as a Governance Framework) for:

(i)  the governance of our affairs and

(i)  facilitating the effective exercise of our functions, including arrangements for the
management of risk.

In relation to (i) we have adopted a Local Code of Corporate Governance (“Local
Code”), which is consistent with the principles of the CIPFA/SOLACE Framework
Delivering Good Governance in Local Government. A copy is available on our website
at www.twita.gov.uk.

The Local Code evidences our commitment to achieving good governance and
demonstrates how we comply with the governance standards recommended by CIPFA.
It has been updated and approved as part of this review.

In relation to (ii) the ITA has put in place a system of internal control 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 our policies, aims and
objectives; and

(b) to evaluate the likelihood of those risks being realised, the impact should they be
realised, and to manage them efficiently, effectively and economically.

SECTION 2: THE PURPOSE OF THE GOVERNANCE FRAMEWORK

In addition to the above, the ITA’'s Governance Framework comprises the systems and
processes, culture and values, through which the ITA is directed and controlled and its
activities through which it accounts to, engages with and leads the community. It
enables the ITA 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 governance framework has been in place at the ITA for the year ended 31 March
2010 and up to the date of approval of the Annual Report and Accounts.



This Annual Governance Statement explains how we have complied with the Local
Code and also meets the requirements of Regulation 4(2) of the Accounts and Audit
Regulations 2003 as amended by the Accounts and Audit (Amendment) (England)
Regulations 2006 in relation to the publication of a “statement on internal control”.

SECTION 3: THE GOVERNANCE FRAMEWORK

The main features our Governance Framework are described in our Local Code and are
summarised below.

CORE PRINCIPLE 1: FOCUSSING ON OUR PURPOSE AND OUTCOMES FOR
RESIDENTS

Identifying and communicating the ITA’s vision of its purpose and intended
outcomes for residents and service users

The ITA’s priorities are set out in the Passenger Transport Policy Statement, published
every three years. This sets out the ITA’s priorities and targets for action in the coming
years and records its key achievements in the preceding year providing the context for
service delivery throughout the period.

The Passenger Transport Policy Statement is reviewed every three years, with ongoing
monitoring provided to members twice a year. We are currently in the process of
reviewing, refreshing and developing a new vision and high level objectives for the ITA
which will see the Passenger Policy Statement replaced. We are moving from a
passenger transport focused approach to a fully integrated approach. We will be
consulting with Members, residents and stakeholders on our draft vision and objectives
over the summer and autumn of 2010.

There is a policy work programme enabling us to secure effective and forward looking
decision making.

The ITA has produced a short summary outlining its vision and new direction of travel,
explaining the progress of the former PTA into becoming the ITA.

Reviewing the ITA’s vision and the implications for its governance arrangements

We are assisted by the work of our internal and external auditors, in helping to identify
strengths and weaknesses in our performance, governance and internal control.

The Passenger Transport Policy Statement was reviewed every three years, with
ongoing monitoring provided to members twice a year. In 2009 we aligned our key
output measures closely to the National Indicators used for Local Area Agreements and
members will be informed of progress annually. The Passenger Transport Policy
Statement will change in nature and will be incorporated into the broader ITA vision.

We have been working with colleagues in Nexus and across Tyne and Wear to
implement the opportunities presented by the Local Transport Act 2008 and the
transition to the Integrated Transport Authority. We have established 3 new ITA Member
Working Groups to help the ITA discharge its broader remit. These are the LTP Working
Group, the Equality and Diversity Working Group and the Bus Strategy Working Group.
In addition Members have also agreed to establish a Metro Sub Committee.

We have been closely involved in the review of transport governance across the Tyne
and Wear City Region which has strengthened the role of the ITA in developing
transport strategy and policy at the City Region level.



The role of Standards and Audit Committee has been embedded over the last year. The
Scrutiny Committee has an agreed annual work programme which has been
implemented around the goals of the Delivering a Sustainable Transport System .
Stakeholder consultations, the Community Engagement Strategy, the Corporate
Communications Plan and close working relations with key partners also ensure that the
ITA continues to reflect upon its priorities and governance arrangements. We have
undertaken a partnership governance review of the Local Transport Plan.

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

We measure value for money through the annual financial plan process which reviews
services and identifies specific actions required to improve value for money which are
then built into our budget.

We measure value for money by an annual self-assessment that we submit to the Audit
Commission (value for money self-assessment and action plan). We also submit a
broader self-assessment that looks at non-financial elements — the Audit Commission
reviews our performance and reports back to us so that we can feed improvement areas
into the policy plan.

Service level agreements with the Lead Authority (Newcastle City Council) are in place,
and regularly monitored, to ensure value for money is being achieved. These are
reviewed and updated annually. An ITA Officer Statement was submitted to Members in
July 2009, outlining roles and responsibilities and progress of ITA Officers.

Performance measurement and management information includes our key output
measures linking to the set of National Indicators and local performance indicators.
Targeting for all indicators includes analysis of past performance, comparative
performance, priorities identified through consultation and financial plans, and checks
on achievability.

Performance is reported to the ITA.

Performance against the capital programme is also monitored on a regular basis, with
quarterly reports taken to the ITA. There is also regular monitoring of the Financial
Strategy.

CORE PRINCIPLE 2: MEMBERS AND OFFICERS HAVE CLEARLY DEFINED
ROLES AND RESPONSIBILTIES

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

The roles and responsibilities of members are clearly set out in the ITA’s constitution,
and are reviewed annually.
There is a clear scheme of delegation to officers.

The roles of Scrutiny and Standards and Audit Committees are set out within their
Terms of Reference. The role of Standards and Audit Committee was reviewed in
2008/9 and the new terms of reference are being embedded within the ITA. .



Membership of the ITA Scrutiny Committee was reviewed in September, 2009 to ensure
it provided effective measures to hold the ITA to account

CORE PRINCIPLE 3: WE PROMOTE HIGH STANDARDS OF CONDUCT AND
BEHAVIOUR

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

There is a Code of Conduct for Members and Code of Conduct for Employees.

The Standards and Audit Committee deals with issues of conduct and promotes high
standards among officers and members.

There is a Register of Interests and Registers of Gifts and Hospitality for both members
and officers

CORE PRINCIPLE 4: TRANSPARENT DECISION MAKING SUBJECT TO
SCRUTINY AND RISK MANAGEMENT

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 ITA’s constitution and scheme of delegation are reviewed annually in May.

Standing Orders were reviewed in May 2009, Financial Regulations have been
reviewed and considered by members in May 2009.

Policy and decision making is undertaken by the ITA and its advisory groups. Officers
from the ITA, the districts and Nexus are starting to develop transport policies for the
next Local Transport Plan.

The ITA has developed and maintains an effective scrutiny function which encourages
constructive challenge and enhances overall performance. The Scrutiny Committee
consists of members who are not ITA Members, so are able to provide independent
scrutiny. Scrutiny Committee membership is made up of two Councillors from each of
the Tyne & Wear Districts, for equality of representation

The ITA has a Risk Management Framework in place and maintains a register of its
strategic risks as well as project risks related to the New Tyne Crossing Project. The
ITA uses the risk management resources available within the Lead Authority as
required.

The ITA purchases appropriate levels of insurance to minimise financial risks, and self-
insures wherever possible.

Undertaking the core functions of an audit committee, as identified in CIPFA’s
Audit Committees — Practical Guidance for Local Authorities

We have established a Standards and Audit Committee which is independent of the ITA
and scrutiny functions. It includes an independent chair and independent members to
whom training is provided.



Ensuring compliance with relevant laws and regulations, internal policies and
procedures, and that expenditure is lawful

The Clerk, Deputy Clerk & Treasurer (S73 of the 1985 Act), Monitoring Officer and other
senior managers are responsible for advising the ITA and associated committees on
legal, financial and other policy considerations.

The ITA is subject to internal and external audit and inspection regimes. The ITA has an
internal audit service provided by the Lead Authority.

The ITA also has a Standards & Audit Committee, whose terms of reference ensure
probity and further scrutiny of ITA activities.

Whistle-blowing and for receiving and investigating complaints from the public

The ITA has an agreed whistle-blowing policy.

There is a corporate complaints procedure in place via the Lead Authority, with Nexus
having separate procedures in place for managing complaints.

CORE PRINCIPLE 5: DEVELOPING THE CAPACITY AND CAPABILITY OF
MEMBERS TO BE EFFECTIVE

Identifying the development needs of members and senior officers in relation to
their strategic roles, supported by appropriate training

The ITA provides members with training and there is induction training for new
members.

The ITA also holds a number of policy seminars with Nexus throughout the year to
enhance member training and understanding.

ITA Members also undertake site visits, where they are able to see progress in action at
first hand. For example, site visits have taken place to the Tyne Tunnel, Haymarket
Metro development and Sunderland Station development.

CORE PRINCIPLE 6: ENGAGING WITH LOCAL PEOPLE AND STAKEHOLDERS

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

Meetings are held in public

The consultation and involvement strategy sets out how Nexus on behalf of the ITA are
engaging with their partners and stakeholders. The ITA website contains all Committee
papers so that the public can access them. The Nexus website encourages people to
submit questions and offer feedback.

As part of the broadening remit of the ITA, a communications plan will be reviewed and
refreshed by the media and PR department of the Lead Authority..

Incorporating good governance arrangements in respect of partnerships and
other group working as identified by the Audit Commission’s report on the
governance of partnerships (Governing Partnerships: Bridging the Accountability



Gap, Audit Commission, 2005.) and reflecting these in the Authority’s overall
governance arrangements

The ITA takes a lead on the development of the LTP, in partnership with the other
districts and Nexus.

We have strengthened partnerships with city region colleagues through the Transport
Governance Review with ITA officers playing a significant role in the development of an
emerging City Region Transport Strategy. We continue to work with and liaise with
individual Local Strategic Partnerships in the districts to raise the profile of the ITA.

Nexus establishes and monitors its objectives and performance through the Passenger
Transport Policy Statement and its Annual Performance Plan and 3 year business plan.

The ITA has a partnership with TT2 Ltd to operate the existing Tyne Tunnel and the
construction of a New Tyne Crossing.

The NESTI partnership is made up from all local authorities across the North East in
order to provide a smart ticketing transport infrastructure across the region. The ITA is
leading on this. A collaboration agreement between the ITA and other authorities is
currently being drawn up.

SECTION 4: ANNUAL REVIEW OF EFFECTIVENESS OF GOVERNANCE
FRAMEWORK

The ITA has responsibility for conducting, at least annually, a review of the
effectiveness of the Governance Framework including the system of internal control.
The review is led by the ITA Officer Co-ordination Group and the outcomes are
reviewed by the Standards and Audit Committee before being considered and approved
by the ITA.

The review is informed by :

(@) The executive managers within the ITA who have responsibility for the
development and maintenance of the governance environment

(b) The views of our internal auditors which are regularly reported to Standards and
Audit Committee through regular progress reports and through the Annual Internal
Audit Opinion.

() An annual review of the effectiveness of our Internal Audit arrangements (as
required by Regulation 6 of the Accounts and Audit (Amendment) (England)
Regulations 2006).

(d) The views of our external auditors, regularly reported to Standards and Audit
Committee through regular progress reports and through the Annual Audit and
Inspection Letter, Annual Governance Report and through regular meetings with
officers.

(e) The independent views of inspection agencies.

()  The governance and internal control arrangements of our significant partnerships,
contractors and group arrangements:

- The Local Transport Plan Partnership (responsible for delivering the Local
Transport Plan)



- Nexus (the passenger transport executive responsible for the planning,
provision and promotion of public transport). The ITA has appropriate
representation within Nexus which provides an ongoing source of assurance

- TT2 Ltd (responsible for the construction and effective operation of the Tyne
Tunnels and New Tyne Crossing) and internal arrangements in place to
support and monitor the contract.

(9) The Value for Money Self-Assessment which assesses our performance and the
services we provide

(h) The ITA’s Strategic Risk Register, which captures the most significant risks
associated with delivery of the ITA’s objectives

(i)  The Lead Authority’s own annual review of its Governance Framework

() The views of members through the ongoing work of the Standards and Audit
Committee and the ITA

(k)  The work of the ITA Officer Co-Ordination Group — this group consists of Lead
Authority officers who meet monthly to monitor ongoing performance issues and
governance arrangements

SECTION 5: SIGNIFICANT GOVERNANCE ISSUES

The system of governance (including the system of internal control) can provide only
reasonable and not absolute assurance that assets are safeguarded, that transactions
are authorised and properly recorded, that material errors or irregularities are either
prevented or would be detected within a timely period and that significant risks
impacting on the achievement of the ITA’s objectives have been mitigated.

2008/09

The following were identified as significant within the 2008/09 Annual Governance Statement
and have been successfully resolved or have undergone improvements to the extent that they
did not constitute significant weaknesses during 2009/10:

Information In 2009/10 work to improve information security, particularly the
Governance secure disposal of office waste and facilities to encrypt high priority
mobile devices and e-mails, was completed and in place for the
majority of the year.

The review did not highlight any new issues as significant weaknesses in
governance or internal control during 2009/10:

SECTION 6: SIGNIFICANT IMPROVEMENTS NEEDED TO
GOVERNANCE AND INTERNAL CONTROL

The review also identifies:



(a)

Issues that may need significant improvement but which do not constitute
“significant weaknesses” in our governance and internal control arrangements.
These are:

(i) Business Continuity, Planning and Testing: this is linked to the Lead
Authority’s arrangements - We continue to make progress with the
development of business continuity planning across the organisation but this
has been slower than expected as a result of needing to take account of
major organisational changes. Particular work will be needed on the training
and validation of plans to ensure they are fit for purpose and owned by the
services in question. However, due to a change in personnel the delivery of
this work may be affected, it will be important that during the transition
momentum is not lost and managers continue to view this work as important.

Issues that have improved during 2009/10 and no longer represent significant
improvements needed to our governance and internal control arrangements.
These are:

(i) Scrutiny Processes
(i) Action Planning
(i) ~ Standards and Audit Committee



SECTION 7: CONCLUSION

We consider the governance and internal control environment operating during 2008/09
to provide reasonable and objective assurance that any significant risks impacting on
the achievement of our principal objectives will be identified and actions taken to avoid
or mitigate their impact. A number of weaknesses and issues have been identified and
these are set out in Section 5 above. Implementing the action plans is a priority.

Systems are in place to continually review and improve the governance and internal
control environment. A number of additional mid-year checks will be undertaken to
provide assurance that improvements are being implemented and that the assessment
is improving.

The annual review has shown that, with the exception of those items listed in Section 5,
the arrangements are in place and operating as planned.

We have been advised on the implications of the review by the ITA Officer Co-
ordination Group. We propose over the coming year to improve our governance
and internal control arrangements as noted in this statement and are satisfied
that this will address the need for the required level of improvement. We will
monitor the implementation and operation of the improvements, as part of our
next annual review.

Barry Rowland Councillor David Wood Paul Woods
Clerk Chair of the ITA Treasurer and Deputy
Clerk

Date: Date: Date:



