Appendix 2
Annual Governance Statement 2022/23

1. Scope of responsibility

This statement is given in respect of the 2022/23 statement of accounts for Walsall Council.
Walsall Council is responsible for ensuring that its business is conducted in accordance with
the laws and proper standards, and that public money is safeguarded and properly
accounted for, and used economically, effectively and efficiently. Walsall Council also has
a duty under the Local Government Act 1999 to make arrangements to secure continuous
improvement in the way its functions are exercised, having regard to a combination of
economy, efficiency and effectiveness.

In discharging this overall responsibility, Walsall Council is responsible for putting in place
proper arrangements for the governance of its affairs, facilitating the effective exercise of its
functions, and this includes arrangements for the management of risk.

Walsall has approved and adopted a Code of Governance, which is consistent with the
principles of the CIPFA/SOLACE Framework Delivering Good Governance in Local
Government and sets out its commitment to good governance. This statement explains how
Walsall Council has complied with the Code and also meets the requirement of the Accounts
and Audit Regulations 2015.

2. The purpose of the Governance Framework

The governance framework comprises the systems, processes, and behaviours by which
the authority is directed and controlled and its activities through which it accounts to,
engages with and leads the community. It enables the authority to monitor the achievement
of its strategic objectives and to consider whether these 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 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 Walsall Council’s policies, aims and
objectives, to evaluate the likelihood of those risks being realised and the impact should they
be realised, and to manage them efficiently, effectively and economically.

The governance framework has been in place at Walsall Council for the year ended 31
March 2023 and up to the date of approval of the Statement of Accounts.

3. The Governance Framework

The key elements of the council’'s governance arrangements, including the system of
internal control, are contained in the council’s Local Code of Governance. The Code in force
during 2022/23 is available at the following link Code of Governance. The Local Code of
Governance incorporates seven core principles of good governance:

1) Behaving with integrity, demonstrating strong commitment to ethical values, and
respecting the rule of law.
2) Ensuring openness and comprehensive stakeholder engagement.


https://cmispublic.walsall.gov.uk/cmis/Meetings/tabid/70/ctl/ViewMeetingPublic/mid/397/Meeting/2528/Committee/374/Default.aspx

3) Defining outcomes in terms of sustainable economic, social, and environmental
benefits.

4) Determining the interventions necessary to optimise the achievement of the intended
outcomes.

5) Developing the entity’s capacity, including the capability of its leadership and the
individuals within it.

6) Managing risks and performance through robust internal control and strong public
financial management.

7) Implementing good practices in transparency, reporting, and audit to deliver effective
accountability.

The governance framework consists of the local Code of Governance supported by the
strategies, corporate systems, policies, practices and processes, spanning the whole range
of the council’s activities. This includes management information, finance and contract rules,
established financial, budgetary, personnel and other procedures, a performance
management framework, community and corporate planning, management supervision in
accordance with the corporate annual performance conversation (APC) framework, a risk
management strategy and process, and a system of officer and member delegation and
accountability and Codes of Conduct. Diagram 1 illustrates the overall governance
framework.

Work to refresh the Local Code of Governance has commenced during 2022/23, with Audit
Committee being consulted in the draft update. This will be finalised in 2023. This includes
reviewing induction training and engagement with the Senior Manager Group and Director
Group to ensure the refreshed Code is fully understood and embedded.
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The council acknowledges its responsibility for ensuring that effective governance
arrangements, including an effective system of internal control (including financial control),
are maintained and operated in connection with the resources concerned. Any system of
internal control, including internal financial control can provide only reasonable and not
absolute assurance that assets are safeguarded, that transactions are authorised and
properly recorded, and that material errors or irregularities are either prevented or would be
detected within a timely period. Development and maintenance of the system is undertaken
by managers within the council.

In particular, the system includes the following key elements:

e A Partnership Plan (We Are Walsall 2040) setting out the long-term ambition,
objectives and priorities of the council and key partners, developed following extensive
consultation with the community and stakeholders during 2022 — supported by our
refreshed Council Plan 2022/25.

e A robust financial framework, incorporating a comprehensive medium term financial
strategy and plan, budget management and control framework, supported by financial
procedures and guidelines underpinning sound financial management, reporting and
standing.

¢ An information governance framework incorporating appropriate policies, procedures,
standards and guidance that ensures robust controls are in place for compliance of our
legal obligations under the UK Data Protection Regulations.

e A comprehensive risk management strategy and internal control framework, operating
at both strategic and operational levels.

e An approved Constitution, including finance and contract rules, a scheme of
delegations and decision-making processes of the council, ensuring sound decision
making and compliance with regulations and the law.

e Standards Committee, Audit Committee, scrutiny function and other regulatory
committees.

e Statutory Monitoring and Chief Finance Officers ensuring the council operates within
existing legislation and statutory guidance.

e Comprehensive policies and procedures, including Codes of conduct (member and
officer ethics and behaviours), a Counter-Fraud and Corruption Policy and
whistleblowing policy.

e Clear measures of financial performance linked to the Council Plan 2022-2025.

e The preparation of regular reports to managers, executive directors, Corporate
Management Team (CMT), Directors Group and elected members which indicate
actual expenditure against budget and highlight remedial action, where required.

e Use of an accountable body status protocol and grant management arrangements
when the council acts as accountable body for funds, including in relation to partnership
working to ensure that activities are administered consistently and robustly across the
council.

e A risk assessed Internal Audit plan that is planned in advance which and covers all
major systems of internal control and which is based on a risk assessment of key
systems and controls.

¢ An Internal Audit function that operates in accordance with the CIPFA Code of Practice,
compliance with which is assessed.

e An independent External Audit function which reports on the financial and governance
arrangements of the council.

e Member and officer development strategy and individual development planning
processes.

e Comprehensive communication and consultation arrangements both internally and
externally.



https://go.walsall.gov.uk/corporate-plan

There are a number of key elements of the governance framework and internal control
environment which assist the council in monitoring and managing the achievement of its
objectives. These are included in the council’s published overarching strategies and plans
including; the Council Plan (informed by key strategic needs assessments - the joint
strategic needs assessment, economic needs assessment and community safety needs
assessment); medium term financial framework and plan, annual corporate budget plan,
capital strategy, risk management strategy; treasury management and investment strategy;
change management approach, and directorate strategy and planning documents.

Responsibility for managing performance lies with individuals at all levels in the organisation
and the current approach continues to aim to empower staff, services and leadership to
apply the principles of performance management appropriately as required to individual
circumstances. The council’s Performance Management Framework has been reviewed
and refreshed to fully align with the Corporate Planning process. The refreshed framework
was presented to Audit Committee on 28 April 2022.

The Walsall Proud Programme Management Office (WPPMO) is responsible for the
governance of all change activity and have an established various governance forums to
provide oversight at specific points during the implementation of change.

The council’s Constitution sets out how the authority operates and refers to required
procedures to be followed to ensure all activity and decision-making is transparent and
accountable to the local community. This includes a scheme of delegation and contract and
finance rules which set out the control environment in which the council operates. The
Constitution was reviewed and updated in May 2023. Throughout 2022/2023 the council
has continued to utilise the live streaming of Committees.

The council has an established risk management framework, designed to identify, evaluate,
manage and where possible, mitigate risks to the council in delivering its objectives. There
is an ongoing programme of reporting and review of both corporate and operational risks,
and this extends to an assessment of risks in financial planning and major projects and
partnerships. A revised Risk Management Strategy was approved by Audit Committee in
January 2019, and a revised Strategic Risk Register (SRR) implemented.

Mazars Risk Management Services undertook a comprehensive review of the Strategy
during 2022/23 which was reported to CMT and Audit Committee in November 2022.
Updates on the SRR were presented to Audit Committee in September and November 2022
and at March and April 2023 meetings. Additionally, the Committee called in officers in
respect of 2 specific risks to seek assurance on controls and actions being put in place to
manage them. Further, at their April 2023 meeting, the Committee identified 4 further
Strategic Risks for further review during 2023/24.

Financial risks are assessed regularly and as part of the annual budget process and regular
reporting of the financial position. A corporate financial risk assessment informs the medium
term financial strategy and the level and appropriateness of general and other reserves. The
Emergency Planning Unit (EPU) assesses local risks and works with our partners at a
regional and national level to inform emergency and business continuity planning. Failure to
deliver key services in the event of significant business interruption, including services
delivered by contractors and partners, is also a strategic risk.

The council has a robust medium term financial framework and a rolling four year plan to
support delivery of resource allocation in line with council priorities. This is regularly


http://cmispublic.walsall.gov.uk/CMIS/Document.ashx?czJKcaeAi5tUFL1DTL2UE4zNRBcoShgo=s%2b0xwSGX0lwzQvutMtfABXGo4iWyk3BI6qzSwtLrh3zYkNbLtzPNRw%3d%3d&rUzwRPf%2bZ3zd4E7Ikn8Lyw%3d%3d=pwRE6AGJFLDNlh225F5QMaQWCtPHwdhUfCZ%2fLUQzgA2uL5jNRG4jdQ%3d%3d&mCTIbCubSFfXsDGW9IXnlg%3d%3d=hFflUdN3100%3d&kCx1AnS9%2fpWZQ40DXFvdEw%3d%3d=hFflUdN3100%3d&uJovDxwdjMPoYv%2bAJvYtyA%3d%3d=ctNJFf55vVA%3d&FgPlIEJYlotS%2bYGoBi5olA%3d%3d=NHdURQburHA%3d&d9Qjj0ag1Pd993jsyOJqFvmyB7X0CSQK=ctNJFf55vVA%3d&WGewmoAfeNR9xqBux0r1Q8Za60lavYmz=ctNJFf55vVA%3d&WGewmoAfeNQ16B2MHuCpMRKZMwaG1PaO=ctNJFf55vVA%3d

reviewed in light of ever-changing financial and economic conditions and pressures arising
from demand led services.

The Executive Director, Resources and Transformation (interim) as S151 Officer was
responsible until February 7, 2023 (followed by the Director of Finance, Corporate
Performance and Corporate Landlord to date) for the proper administration of the council’s
affairs, as required by Section 151 of the Local Government Act 1972. The AGS is required
to contain a statement on whether the authority’s financial management arrangements
conform to the governance requirements of the CIPFA Statement on the Role of the Chief
Financial Officer in Local Government (2016). The Statement sets out five principles which
define the core activities and behaviours that belong to the role of the CFO and the
organisational arrangements needed to support them. In assessing these five principles, the
Authority complied with all of these during 2022/23.

Arrangements for the provision of Internal Audit are contained within the council’s
Constitution. The council, via its statutory S151 Officer, must ensure that there is an
adequate and effective Internal Audit of accounting records and of its systems of internal
control as required by the Accounts and Audit Regulations 2015.

Executive directors and accountable budget and asset owners are required to provide
assurance via Internal Audit reports and where appropriate, to Audit Committee that agreed
audit actions are being implemented, and where control weaknesses are identified, to put in
place remedial action in a timely manner, and as agreed with audit.

The Audit Committee receives summary reports of audits receiving a ‘Limited’ or
‘Unsatisfactory’ assurance opinion and audit recommendations and actions and seeks to
ensure that control weaknesses where identified are addressed. The Committee has a key
function in respect of the system of internal control and its effectiveness and the work of the
Committee includes the review of the Annual Governance Statement and its formal approval
each year.

The council is investing in training and development of officers and members to ensure that
they have the necessary support in ensuring that the council acts in accordance with its
Constitution, policy, and procedures.

4. Review of Effectiveness

Walsall Council (via Audit Committee) has a statutory responsibility for conducting, at least
annually, a review of the effectiveness of its governance framework including the system of
internal control.

This annual review of the effectiveness is informed by, and assurance obtained from key
areas of the governance framework including :

¢ The annual work programme of the Audit Committee including receiving, considering
and reviewing reports on the work of Internal and External Audit, including reports on
internal controls, risk management, the External Auditor's Annual Report on value for
money and the financial resilience of the council and the External Audit Opinion on
the statement of accounts;

e Improvements recommended by Audit Committee on the framework for reporting
such as the Risk Management Strategy, Strategic Risk Register, Local Code of
Governance and Counter Fraud arrangements;



e Areview of the AGS via key questions by Internal Audit during 2022/23 to assess the
extent to which compliance with the framework has been met;

¢ Internal Audit’'s Annual Opinion Report;

e The annual responses from Audit Committee, the Monitoring Officer and Chief
Finance Officer to External Audit in relation to management processes and
arrangements and oversight of these;

e Findings of the External Auditor and other review agencies and inspectorates, and
council actions to address these;

e Cabinet, corporate management team (CMT) and senior officers monitoring the
effectiveness of the governance framework through receiving monitoring reports on
performance and financial management and risk management, including progress
against key objectives and measures and corrective action planning; the overall
financial position; updates on performance in relation to management of key risks to
the organisation; and receiving regular reports via Audit Committee on the internal
control mechanisms in place and their effectiveness;

e The monitoring and regular review of the council’s Constitution, Codes of Conduct,
and committee, officer and member governance processes (delegations, finance and
contract rules, etc);

e The work of the executive directors, directors, heads of service and managers within
the authority who have responsibility for the development and maintenance of the
governance environment;

e The council’'s assessment of its compliance with the CIPFA Code of Financial
Management and action plan progress to address areas for improvement;

e Review and reporting of financial health indicators and financial procedures;

e Reports on performance and financial management and reporting and review of work
in relation to information governance, resilience planning and other sources of
assurance;

e The outcome of the Corporate Peer Challenge review;

e The Chief Executive and the Leader of the Council and elected members, via the
Audit Committee, who formally consider and approve the AGS annually;

In respect of the system of internal control, a review of the following areas has been
undertaken and will be reported to Audit Committee on 26 June 2023 as part of the annual
review of effectiveness, to inform the overall opinion as to the effectiveness of the system of
internal control:

e The work of the Audit Committee in 2022/23 in:

- Reviewing at each meeting of progress reports in relation to the Internal Audit
plan, including receipt of ‘Limited’ assurance findings, and updates on High
Priority recommendations;

- Receiving quarterly key performance indicators on the operation of the Internal
Audit contract;

- Reviewing the Strategic Risk Register and receiving and considering the review
of the Risk Management Strategy;

- Approving accounting policies, oversight and approval of the 2021/22 Statement
of Accounts and Annual Governance Statement, including approving the annual
review of the effectiveness of the internal control environment;

- Receipt of and review of all External Audit reports, including on value for money,
audit risk assessment and the Auditors Annual Report;

- Responding to the council’'s External Auditors requirement to obtain an
understanding of management processes and the Audit Committee’s oversight
of the council’s governance arrangements in relation to general enquiries of



management; fraud risk assessment; the impact of laws and regulations; going
concern considerations; related parties and accounting estimates;

- Reviewing updates on Counter Fraud and Corruption arrangements and
Response Plan progress;

- Reviewing the update to the Local Code of Governance;

- Receiving an update on Voter ID arrangements, Planning and Building Control
Delegations;

- Receiving Inspection and Review findings, including the Corporate Peer
Challenge report;

- Reviewing the assurance map that informs the SRR, involving the collation of
information from different levels of internal and external assurance to provide
Audit Committee with assurance regarding how effectively the organisations are
being managed,

- Receiving updates on the Redmond Review regarding Oversight of Local Audit
and the Transparency of Local Authority Financial Reporting.

Internal Audit’s evaluation of the effectiveness of the council’s risk management,
control and governance processes; identified control weaknesses and the Annual
Opinion. The Annual Opinion is as follows in respect of the 2022/23 financial year:

“On the basis of our audit work, our opinion on the framework of governance, risk
management, and control is Moderate in its overall adequacy and effectiveness.
Some improvements are required to enhance the adequacy and effectiveness of the
framework of governance, risk management and control.

Whilst weaknesses and exceptions were highlighted by our audit work, none of our
reviews concluded with unsatisfactory assurance. Of the 40 reviews for which an
assurance opinion was provided, 13 provided substantial assurance, 17 moderate
assurance and 10 Ilimited assurance. We have raised 7 high priority
recommendations, 120 medium priority recommendations and 72 low priority
recommendations during the period. These matters have been discussed with
management, to whom we have made several recommendations. All of these have
been, or are in the process of being addressed, as detailed in our individual reports.

Our Follow up work confirmed that good progress has been made on implementing
outstanding high priority recommendations, although some medium priority
recommendations raised from prior years are yet to be fully implemented. These will
continue to be followed up as part of the follow up programme for 2023/24".

Progress in addressing governance issues and control weaknesses identified in the
2021/22 AGS and progress in addressing these;

The work of Internal Audit to assess the extent to which compliance with the AGS
framework has been met by the council;

The work of Internal Audit and compliance with Public Sector Internal Audit Standards
which came into effect on 1 April 2013;

Regular reporting to and scrutiny by Audit Committee of Strategic Risks;

The work of other regulatory Committees — Standards;

The work of Inspectorates and the council’s response and actions plans to address
findings;

The work of External Audit;

Financial and performance reporting, including in relation to financial and budgetary
control, risk, information governance and data protection arrangements, and other
supporting evidence.


https://cmispublic.walsall.gov.uk/CMIS/Document.ashx?czJKcaeAi5tUFL1DTL2UE4zNRBcoShgo=Q3ev2uLS7iMd0gown2NKSG5%2bo0ZnSIoDRlLiBEjB1m%2bgJ6HJOymiMw%3d%3d&rUzwRPf%2bZ3zd4E7Ikn8Lyw%3d%3d=pwRE6AGJFLDNlh225F5QMaQWCtPHwdhUfCZ%2fLUQzgA2uL5jNRG4jdQ%3d%3d&mCTIbCubSFfXsDGW9IXnlg%3d%3d=hFflUdN3100%3d&kCx1AnS9%2fpWZQ40DXFvdEw%3d%3d=hFflUdN3100%3d&uJovDxwdjMPoYv%2bAJvYtyA%3d%3d=ctNJFf55vVA%3d&FgPlIEJYlotS%2bYGoBi5olA%3d%3d=NHdURQburHA%3d&d9Qjj0ag1Pd993jsyOJqFvmyB7X0CSQK=ctNJFf55vVA%3d&WGewmoAfeNR9xqBux0r1Q8Za60lavYmz=ctNJFf55vVA%3d&WGewmoAfeNQ16B2MHuCpMRKZMwaG1PaO=ctNJFf55vVA%3d

Some control weaknesses were identified as a result of the work of the above evaluation
and actions have been put in place to address the findings and follow ups will be undertaken,
and feedback reported to the Committee as appropriate.

5. Significant Governance Issues

Officers who drafted this Annual Governance Statement, evaluated assurances and
supporting evidence, have concluded that the effectiveness of the governance framework,
in respect of the system of internal control is satisfactory overall.

There are no significant governance issues to report. Some internal control weaknesses
have been identified, which were reported to Audit Committee throughout 2022/23 as they
arose and actions are in place to address these.

Deborah Hindson, Interim Chief Executive
Date: 15 June 2023

Councillor Mike Bird
Leader of the Council
Date: 15 June 2023

In approving this statement, the views and assurances of the statutory officers and Executive
Directors have been sought and appropriate evidence obtained to support it.



