NORTHUMBRIA POLICE AUTHORITY - 26 JANUARY 2005

SUBJECT: CORPORATE RISK MANAGEMENT – ANNUAL REPORT 2003/2004  

REPORT OF THE TREASURER 

1. 
PURPOSE OF THE REPORT

1.1
To make Members aware of the arrangements, which exist within the Support Services of the Authority for managing risk, the impact that these have had and plans for further development of risk management arrangements.

1.2
To request the Authority to agree that based on the risk management structures, process and the performance to date in minimising risk, as highlighted in this report, that the Authority has sound risk management arrangements.  

2. 
BACKGROUND

2.1
Risk management is “the identification, analysis and economic control of opportunities and risks that challenge the assets, reputation and objectives of an organisation.”

2.2
Risk management enables the Authority to effectively manage strategic decision-making, service planning and delivery to safeguard the well being of its stakeholders and increase the likelihood of achieving objectives. The aim is to manage risks that cannot be economically eliminated or transferred.

2.3
Effective risk management, which is integrated into policies and procedures, is an essential element of a sound internal control system and therefore necessary if the Authority is able to demonstrate that it has good systems of Corporate Governance. It is also a key component of meeting the requirements of the Statement of Internal Control, which is reviewed annually and forms part of the Statement of Accounts.

3.   
CURRENT POSITION

3.1
The risk management process has four essential elements: -

· Identification;

· Analysis;

· Control;

· Review.

The structures and processes, which are employed within the Authority to manage risk, are described below.

3.2
Under Financial Regulation 15.1, the Treasurer, in consultation with the Clerk is responsible for advising the Authority on risk management and is therefore responsible for the development, monitoring and review of the Authority’s Risk Management arrangements.

3.3
These responsibilities are discharged by a Senior Manager within the Treasurer’s Department, who provides both strategic support to the Treasurer and operational guidance to the Insurance and Risk Management Section, which fulfils the role of “Central Risk Management” in the delivery of Corporate Risk Management objectives.

3.4
The role of the Central Risk Management function is to: -

· Formulate a strategy to manage the corporate risk process;

· Develop, implement, monitor and review an action plan to minimise corporate strategic risks;

· Review Support Service risk management action plans for relevance and consistency;

· Monitor implementation of Support Service risk management plans on a 6 monthly basis;

· Report annually to the Authority, and 

· Co-ordinate the Authority’s risk management activity in conjunction with that carried out by the Chief Constable, sharing best practise. 

3.5
The Insurance and Risk Management Section is an integral part of the Treasurer’s Department, which both co-ordinates risk management activity and delivers technical support, advice, guidance and training to all of the Authority’s Support Services either directly or via Service Risk Management Co-ordinators. The Section also procures appropriate insurance cover, necessary to provide the Authority with protection against loss.

3.6
Each Support Service has a Risk Co-ordinator, the role of whom is to act as a risk management champion within the Service, providing guidance and support to service managers in the administration of risk management activities in addition to acting as the channel of communication between Central Risk Management and the Service Management Team. 

3.7
The Authority’s Internal Audit Service assists in the risk management process by reviewing the risk management system and verifying compliance by Support Services direct to the Treasurer and the Authority’s Audit Committee. In addition, risks are identified in the execution of the annual audit plan, which are fed in to the relevant risk action plans.

3.8
The above structure and processes are set out in diagrammatical form in the Appendix to the report.

4.   
MAJOR DEVELOPMENTS IN 2003/2004 

4.1
The work of Central Risk Management and the Service Risk Co-ordinators has furthered the development and integration of Risk Management in 2003/2004.

4.2
The in-house computerised Risk Register and Planning system became fully operational in May 2003 and has been applied to all Support Services to ensure a corporate, consistent and quality approach to the maintenance of the Operational Risk Register and production of Risk Management Action Plans.

4.3
An Operational Risk Management Handbook was prepared between July and September 2003 and circulated to all Risk Co-ordinators and operational managers in October 2003, to both reinforce training and consolidate guidance notes issued to date.

4.4
Broader employee awareness of Risk issues was facilitated through features focused on every employee having a role to play in the management of risk, in the October and December 2003 issues of the lead authority’s employee magazine.

4.5
Regular participation by Central Risk Management staff in Association of Local Authority Risk Management (ALARM) activities.

4.6
A draft Corporate Risk Management Policy Statement was formulated in collaboration with both the Chief Constable and Gallagher and Bassett, (the Authority’s liability claims handlers and risk management consultants). This follows briefings for the Chief Constable and his senior officers and police staff. 

5.   
HOW WELL HAS THE AUTHORITY MANAGED RISK?

5.1
The Risk Management structure and processes outlined in Section 3 and in the Appendix has been fully implemented in 2003/2004.

5.2
All Support Services have been introduced to and are utilising the computerised Risk Register and Planning System.

5.3
The Authority suffered no major service interruptions in 2003/2004 as a result of failing to identify or manage risk.

6.   
FURTHER DEVELOPMENTS 2004/2005

6.1
Work is continuing with the Chief Constable to prepare an integrated Risk Management Strategy for consideration by the Authority in 2005.

6.2
The Risk Register and Planning System will continue to be developed during 2004/2005.

6.3
A Risk Management Intranet Page will be launched providing general information on Risk Management for all employees with Intranet access including: -

· The Corporate Risk Management Policy;

· Risk Assessment Methodology;

· The Operational Risk Management Handbook; and

· Contact details of Risk Co-ordinators.

6.4
The Risk Management Training Programme, Handbook and new Intranet Page will continue to be updated and refined.

6.5
Strategic Risks will be reviewed and the Operational Risk Register subjected to its first annual review.

6.6
A formalised approach to Business Continuity Planning will be launched in order to meet the requirements of the Civil Contingencies Act.     

7.   
FINANCIAL IMPLICATIONS

7.1
There are no financial implications arising from this report. 

8.   
HUMAN RIGHTS IMPLICATIONS

8.1 None.

9.   
EQUAL OPPORTUNITIES IMPLICATIONS

9.1 None.

10.   
CONCLUSION

10.1
This report outlines the arrangements for managing risk within the Authority, their effectiveness and the steps, which are being taken to ensure continuous improvement of the function and minimisation of loss. On the basis of these arrangements and evidence of their effectiveness it can be concluded that arrangements for managing risk within the Authority’s Support Services are sound. 

11.   
RECOMMENDATIONS

11.1
Members are asked to consider the contents of this report and agree that the Authority has sound risk management arrangements.
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