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Commissioner H Dhindsa
Chief Constable M Creedon
Mr D Peet
Mrs H Boffy
Mr T Neaves
Mrs L Kelly
Mr M Chamberlain (Mazars)
Mr B Welch (Mazars)
Mr A Cardoza (KPMG)
Mr S Lacey (KPMG)
Members of the JARAC:
Ms K Alcock (Chair)
Mr S Cook
Ms S Hart
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Ms S Sunderland

Meeting of the Joint, Audit, Risk and Assurance Committee on
22 September 2016 at 11am, at the POST MILL CENTRE,
MARKET STREET, SOUTH NORMANTON,DERBYSHIRE
DE55 2EJ
AGENDA: Reports attached
ITEM SUBJECT

Presented
by
CHAIR

1

APOLOGIES FOR ABSENCE

2

DECLARATIONS OF INTEREST (IF ANY)

3

MINUTES OF THE MEETING OF THE
JARAC HELD ON 14 July 2016

CHAIR

4

REVIEW OF ACTIONS

HELEN
BOFFY

5

5A

JARAC GOVERNANCE
Meeting Dates 2016/17
This report is: For a decision

5B

JARAC Terms of Reference

6
6A

APPOINTMENT OF EXTERNAL AUDIT
Public Sector Audit Appointments
This report is: For advice to Strategic
Governance Board
INTERNAL AUDIT
Internal Audit Progress Report September
2016:
- Appendix A: Audit Progress Report
2015/6 & 16/17
- Annex A: Officers in Kind
- Annex B: Covert Payments
- Annex C: PCC Board Governance
- Annex D: Firearms Licensing
- Annex E: National Undercover Policing
- Annex F: Workforce Management
- Annex G : Divisional Regulatory Checks
These reports are: For Assurance

7
7A

8
8A

EXTERNAL AUDIT
Report to those charged with Governance
(ISA260) Report
This report is: For Assurance

ALL

HELEN
BOFFY
HELEN
BOFFY
HELEN
BOFFY

INTERNAL
AUDIT

EXTERNAL
AUDIT

9
9A

9B

FINANCIAL
REPORTING
Draft Letters of Representation
This report is: For Assurance

10

Statements of Accounts – Chief Constable
and Police and Crime Commissioner and
Group 2015/16
This report is: For Assurance
DATA QUALITY

10A

NCRS and NSIR Compliance Report

HELEN
BOFFY/
TERRY
NEAVES
TERRY
NEAVES/
HELEN
BOFFY

TERRY
NEAVES
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MINUTES of a meeting of the JOINT AUDIT, RISK AND ASSURANCE
COMMITTEE held at the Derbyshire Police Headquarters, Butterley Hall, Ripley on
14 JULY 2016
PRESENT
Miss K Alcock (in the Chair)
Mr S Cook
Ms S Sunderland
Mr A Jenkinson
OPCC Present:
Constabulary Present:
Internal Audit:
External Audit:

Mrs H Boffy, Mrs L Kelly (Minute Taker)
Mr T Neaves
Mr B Welch
Mr S Lacey

Apologies were received from Ms S Hart, Mr Clarkson (Internal Audit) & Mr
Cardoza (External Audit)
12/16

DECLARATIONS OF INTEREST
12.1 No declarations of interest were declared.
RESOLVED:
1.
To note that no members declared any personal or prejudicial interests.

13/16

APPOINTMENT OF VICE-CHAIR
13.1 It was agreed that the preferred terminology should be DEPUTY CHAIR
and NOT Vice Chair.
13.2 Mr S Cook was nominated and the appointment was agreed by the
Committee. Mr Cook pointed out that as both he and the Chair were
due to stand down from the committee at the end of May 2018 it would
be advisable for a new Deputy Chair to be elected in 2017.
RESOLVED:
1.
Mr Cook was appointed as Deputy Chair of the Joint Audit Risk
Assurance Committee.

14.1

MINUTES OF THE MEETING OF THE JARAC HELD ON 12 MARCH
2016
RESOLVED:
1.
The Minutes of the meeting of the JARAC held on 12 March 2016 were
confirmed by the Committee.

1
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15/16

REVIEW OF ACTIONS
15.1 The Committee agreed that much content on the review of actions were
not discrete tasks and it was therefore agreed to remove the following
actions:
Meeting of the JARAC 23 SEPTEMBER 2015
7A – OPCC Risk – Register – Mid year review
Meeting of the JARAC 12 MARCH 2015
7A – Value for Money Profiles
8A – Revenue Budget and Precept Report 2015/16
8B – Statement of Accounting Policies
Meeting of the JARAC 24 SEPTEMBER 2015
8B – Statement of Accounts
9A – OPCC Risk Register: Mid Year Review 2015
Meeting of the JARAC 17 DECEMBER 2015
7A – Guidance on the Appointment of External Auditors
Meeting of the JARAC 3 March 2016
10A – Internal Audit Progress Report
7A – Internal Audit Progress Report 2015/16
15.2 An update on action 10A from the meeting of the Committee on 3
March 2016 ‘Governance and Assurance Mapping – Collaboration’ was
provided. Mrs Boffy advised that a workshop is being arranged and all
regional Treasurers, Chief Executives and Chairs of the JARAC will be
invited.
RESOLVED:
1.
The actions noted above will be removed from the review and the other
ongoing actions were noted.

16/16

JARAC MEMBER RECRUITMENT
16.1 The report provided the JARAC with a note of the final outcome of the
selection process.
RESOLVED:
1.

17/16

The appointments of Susan Sunderland and Andrew Jenkinson as full JARAC
members for a 5 years term ending on 31 May 2021 were noted.

TERMS OF REFERENCE AND MEETINGS PROTOCOL
17.1 The Committee Terms of Reference were attached at Appendix A to the
report for member’s consideration and to determine whether it wishes to
2
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propose any changes for consideration of the Chief Constable and
Commissioner. The following was discussed:
17.2 Page Numbering should be added.
PARAGRAPH 1 - INTRODUCTION
17.3 Paragraph 1.3. A fifth bullet point was proposed as follows:
Have appropriate scrutiny of annual accounts, with advice from External
Audit, especially the financial reporting process.
17.4 To include reference to the fact that Professional Standards is managed
elsewhere.
17.5 There was some discussion about whether to remove reference to the
Police and Crime Panel, and this was agreed
PARAGRAPH 2 – MEMBERSHIP
17.6 To update para 2.6 as follows: All members of the JARAC will
participate in an annual self-assessment of the JARAC in September
each year as detailed in clause 9.3.
17.7 To update para 2.8 as follows: In accordance with the JARAC
members’ code of conduct, each member will be required to record any
conflicts of interest in the register of pecuniary and non-pecuniary
interest in September each year. ….”
PARAGRAPH 3 – RIGHTS
17.8 There was some discussion as to whether remuneration could or
should be reviewed, but Mrs Boffy advised members that the
remuneration is based on Home Office rates and the current rates are
still in line with the Home Office rates.
PARAGRAPH 5 – FREQUENCY AND NOTICE OF MEETINGS
17.9 To update para 5.1 as follows: The JARAC will meet four times a year
after March 2013.
17.10 It was noted that agenda items will be forwarded to each JARAC
member no later than five working days before the date of the meeting.
Noting the sizable documents that Members receive, it was suggested
that large, extensive documents be made available and distributed
ahead of time and where possible changes should be tracked or
explained at the time of the meeting by the presenting officer.

3
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PARAGRAPH 6 – ATTENDANCE AT MEETINGS
17.11 An update to para 6.2 was requested as follows: The Commissioner
and Chief Constable will MAY attend all meetings …
17.12 Under Para 6.3, Members suggested amending the paragraph so that it
be made clear that the Head of Internal Audit is external to the
Constabulary and OPCC, as follows: “The Head of Internal Audit and
or their representatives …”
PARAGRAPH 7 - ACCESS
17.13 The paragraph was noted and it was suggested that this be extended to
state that the Chair of JARAC has free and confidential access to the
Chief Finance Officers, the Head of Internal Audit and the
representative of external audit.
PARAGRAPH 8 – MINUTES OF MEETINGS
17.14 To update para 8.1 as follows: ….The minutes of the previous meeting
must be approved by the JARAC and signed by the chair as a trued
record at each meeting.
17.15 To update para 8.3 as follows: …… once they have been approved
CONSIDERED by the Chair or Deputy Chair in the Chair’s absence.
PARAGRAPH 10 – RESPONSIBILITIES
17.16 Under para 10.1.1 members requested that the wording be explicit that
Professional Standards are not included within the remit of the JARAC.
17.17 Members considered the wording under 10.2.7 and queried if they were
able to assess performance of the Internal Auditors. Mr Welsh was
able to provide reassurance that Internal Audit doe receive external
accreditation which, when complete, can be made available to the
Committee. It was agreed that this be added to the forward plan.
17.17 Para 10.3.1 to be updated to reflect that the Audit Commission are no
longer responsible for the appointment of external auditors.
17.18 To update para 10.3.2 as follows: “Review, advise on and endorse the
external audit strategy Plan and Progress Report, ensuring that …”
17.19 So the committee can receive reassurance on the performance of the
external auditors it was agreed that the external assessment be made
available to the Committee when complete and this be added to the
forward plan.

4
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PARAGRAPH 11 – INFORMATION REQUIREMENTS
17.20 A fourth bullet point be added to para 11.2 as follows:
• To receive a regular update on HMIC Inspection Activity.
17.20 It was agreed that the above amendments be incorporated and a draft
version be considered by the JARAC Chair before presenting for
consideration by the Commissioner and the Chief Constable.
RESOLVED:
1.
The annual review of the JARAC terms of reference was undertaken
and recommendations for change were provided (noted in minutes 17.1
– 17.20 above) for consideration by the Commissioner and the Chief
Constable.
18/16

FORCE RISK MANAGEMENT 2016/17 MID YEAR REVIEW

18.1 Mr Neaves presented the report and provided an overview of the
Force’s risk management arrangements in place.
18.2 Members were informed that the last Risk Management Board meeting
took place approx. two months ago. Members suggested including the
meeting date for future reports.
18.3 Members enquired when the next Risk Management Board will take
place, which was unknown at the time of meeting. It was suggested
that, if Ms Hart is not available to attend the next Board meeting then a
JARAC substitute should be sent instead. Ms Sunderland agreed to
stand in if needed.
18.4 To help with the abandonment rate of calls detailed at para 4.3, Mr
Jenkinson suggested the use of a hash key which would take callers
back to a previous step in the call process, this step could potentially
prevent callers from hanging up. Mr Neaves advised that this area will
be kept under review and reassurance was provided from Mrs Boffy
who advised that 101 performance is high on the Commissioner’s
agenda.
18.5 In relation to para 4.4 members noted that work to replace switches
was scheduled for December 2015 but had been delayed and a revised
timeframe was requested. Mr Neaves provided reassurance that a new
date will have been agreed although it was unknown at the time of the
meeting.
18.6 Members enquired whether the Police and Crime Commissioner –
Election 2016 detailed at para 4.5 should remain a risk post-election.
Mr Neaves advised that the Constabulary are driven by the Police and
Crime Plan and until this is finalised it will remain a risk.
5
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18.7 Members queried what the actual risk was, detailed at para 4.9. Mr
Neaves informed the meeting that the risk was around not having a
firearms range should the new joint building project not be completed in
time. It was accepted that further narrative should be added to explain
this as currently the wording does not make this explicit.
18.7 Referring to the Corporate Risk Register – Summary Version, attached
at Appendix A, members were surprised to note the first risk ‘Continuity
of Senior Leadership’ which they had not been advised on in previous
reports. Mr Neaves offered to check back to confirm whether this had
been received by the Committee previously. Members noted that the
risk was marked confidential and suggested that, for the future, if
needed, a confidential section of the meeting should be included so that
members can be briefed and updated on matters not open to the public.
18.8 Internal Audit was able to provide a high level of assurance that the
processes, arrangements and systems in place to deal with risk are
good.
RESOLVED:
1.
Direct assurance was gained that this area of business is being
managed efficiently and effectively.
19/16

EXTERNAL AUDIT ANNUAL FEES 2016/17
18.1 The scale of fees for the external audit had been set and notified to the
Police and Crime Commissioner and the Chief Constable. The fees
were as expected at £31,035 and £15,000 respectively.
This
represents an overall £15,345 reduction on the fee charged for 2014/15
and the same as charged for 2015/16.
RESOLVED:
1.
The fees for the 2016/17 audit were noted. .

20/16

EXTERNAL
UPDATE

AUDIT

PROGRESS

REPORT

AND

TECHNICAL

20.1 Mr Lacey presented the report and provided an overview on progress
against the 2015/16 external audit plan.
20.2 The External Audit Progress Report and Technical Update was
attached at Appendix A and the auditor was pleased to report, as
detailed within the report, that the interim audit work on the financial
statements had progressed well and there were no significant findings
to report that may impact on the audit opinion.
RESOLVED:
1.
The External Audit Progress report 2015/16 was received.
2.
The technical updates were noted.
6
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3.
21/16

No matters of concern were raised with the Audit Director.
INTERNAL AUDIT ANNUAL REPORT 2015/16

21.16 The Internal Audit Annual report summarises audit activity carried out
during the year and was attached at Appendix A.
21.17 Mr Welsh was happy to highlight the audit opinion of the Head of
Internal Audit as outlined on page 3. The overall opinion was that
adequate and effective risk management, control and governance
processes were in place to manage the achievement of the
organisation’s objectives for both the Police and Crime Commissioner
and the Chief Constable.
RESOLVED:
1.
The Committee took assurance that the outcome of the work
undertaken by Internal Auditors Mazars on the adequacy and
effectiveness of the arrangements for governance, risk management
and control at Derbyshire Constabulary and the Police and Crime
Commissioner for Derbyshire and should be included in their respective
Annual Governance Statements.
22/16

INTERNAL AUDIT PROGRESS REPORT 2015/16
22.1 A progress report showing a summary of progress against the Internal
Audit plan was attached to the report at Appendix A and each individual
report for audits undertaken, including follow-up were attached at
Appendices A – G.
22.2 A summary of the recommendations and overall assurance opinion for
each of the assignment audits covered in the report was set out at para
2.4.
22.3 Referring to Appendix A page 3, members noted that Internal Audit had
carried out a follow up of Network Security in March 2016 and
requested some assurance that previous recommendations were being
actioned. Mr Welsh confirmed that a meeting had been held with the
Head of IT who had provided that assurance and it was agreed that a
summary of the follow up be provided to members.
22.4 Members considered the Follow-Up of Audit Recommendations
(Appendix F) and referred to the HR transactional follow-up which had a
number of recommendations with no detail as to whether these had
been addressed. Mr Welsh offered to examine this in further detail and
report back to members in due course.

7
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22.5 In considering the recommendations, members agreed that it would be
appropriate for future recommendations to reflect which organisation is
being considered; either the Constabulary or the Commissioner.
RESOLVED:
1.
The Committee took assurance that the internal audit plan addresses
relevant matters and is being delivered as expected, as detailed in the
progress report at Appendix A to the report.
2.
The Committee took assurance that the controls upon which the
organisation relies to manage payroll are suitably designed, consistently
applied and effective as detailed in Annex A to the report.
3.
The Committee took assurance that the controls upon which the
organisation replies to manage the commissioning of victims support
services are suitably designed, consistently applied and effective, as
detailed in Annex B to the report.
4.
The Committee took assurance that the controls upon which the
organisation replies to manage the LLP financial controls are suitably
designed, consistently applied and effective, as detailed in Annex C to
the report.
5.
The Committee took assurance that the controls upon which the
organisation relies to manage forensics services are suitably designed,
consistently applied and effective, as detailed in Annex D to the report.
6.
The Committee took assurance that the controls upon which the
organisation relies to manage risk are suitably designed, consistently
applied and effective, as detailed in in Annex E to the report.
7.
The Committee took assurance that the previous activities agreed by
management in earlier audit reports have been carried out as planned
and/or as reported in the follow up reports, as detailed in Annex F and
Annex G to the report.
23/16

JOINT AUDIT RISK AND ASSURANCE COMMITTEE:
REPORT 2015/16

ANNUAL

23.1 The draft Annual Report for the financial year 2015/16 was attached at
Appendix A for the Committee to consider.
23.2 It was agreed that the JARAC should write their own Annual Report
highlighting the achievements over the year and the objectives for next
year. Ms Alcock will complete and send through the draft version to
Mrs Boffy within the next three weeks.
RESOLVED:
1.
The Committee determined to produce the Annual Report themselves.
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24/16

ANNUAL GOVERNANCE STATEMENT 2015/16 FOR THE POLICE
AND CRIME COMMISSIONER
24.1 The Commissioner’s Annual Governance Statement was attached to
the report at Appendix A alongside the Review of Principles, the Review
of Effectiveness of Control and the Annual Governance Statement for
Regional Collaboration (Annexes 1-3 respectively) for member’s
consideration.
24.2 Referenced at para 7.7 Appendix A was the Internal Control Assurance
Statement produced by the Deputy Chief Constable East Midlands.
Members requested receipt of the Chief Finance Officers
assurance letter to provide the full assurance around the financial
arrangements in place.
24.3 The following amendment to para 9.3 were suggested: External
inspection activity Audit is carried out by KPMG LLP, appointed
following a national tender process by the outgoing former Audit
Commission.
24.4 Members recommended that the wording at para 11.3 be reworded
around the effects of Brexit and the change in prime minister as they
suggested that these could currently be read as a political statements.
The External Auditor added that Brexit will need to be included in the
narrative statement of the accounts to highlight the decision taken on
23 June 2016.
24.5 With reference to Annex 2 to Appendix A, Serial 4 “Corporate
Governance and Oversight of Risk Management”, members made the
following comments:
• There is no control for VFM.
• The role of the JARAC should be referenced in relation to the
Risk Management arrangements.
• The Commissioner has a risk register in place which is monitored
by the whole of the committee, with a mid-year review
conducted through the Chair.
RESOLVED:
1. The Annual Governance Statement for the Commissioner was attached at
Appendix A and was considered

25/16

STATEMENTS OF ACCOUNTS 2015/16
25.1 Mr Neaves presented the report which contained the Police and Crime
Commissioner & Group draft Statement of Accounts 2015/16 and the
Chief Constable draft Statement of Accounts 2015/16 at Appendices A
& B respectively.
9
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25.2 The committee appreciated that these were a complex set of accounts,
but despite this, had been produced to an excellent standard which was
a credit to the finance team. The Following points were raised:
25.3 Members suggested some consistency in wording around divisions, the
change in the divisional structure took place on 1 April and it was
suggested that some narrative be added to reflect this.
CHIEF CONSTABLE’S ACCOUNTS
25.4 Referring to Officers Remuneration, members queried what the ‘other
payments’ category referred to and was in informed that this related to
the medical officers scheme and a retention payment (a special
arrangement agreed by the Police Authority). Mrs Boffy agreed to add
some explanatory narrative.
25.5 Members noted on page 33 that the costs for LGPS had not been split
and included the Office of the PCC, members required reassurance that
this has been confirmed as not being material. External Audit would
advise if this is not the case.
25.6 Under the Section on the Annual Governance Statement (Page 48)
members requested some wording be added to reflect explicitly that the
JARAC are not involved in matters of Professional Standards. To
provide some reassurance, Mr Neaves added that the wording cannot
cover all that the JARAC are not responsible for.
25.7 Members felt the final bullet point under para 3.4 of page 49 was not
consistent with the other bullet points.
25.8 Under para 6.5 of page 51, members felt that the wording was
inaccurate as it refers to a ‘Risk Champion’, a more accurate statement
would be to advise that the Risk Management Board is attended
annually by a Member of the JARAC.
25.9 On page 53, the table of Governance areas refers to discussions which
are taking place more locally to enable buildings across Derbyshire to
be shared, members suggested some wording to make clear with
whom those discussions are taking place.
25.10 The External Auditor added that wording should be included within both
sets of accounts to reflect the Brexit decision on 23 June 2016.
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POLICE AND CRIME COMMISSIONER AND GROUP ACCOUNTS
25.11 Referring to the Exit Packages detailed on page 36 members asked if
this were provided under a Compromise Agreement. Members felt this
could be open to interpretation and Mr Neaves offered to re-check this.
25.12 It was noted that in the narrative on page 2, final sentence in the
opening paragraph on Serving Derbyshire that only Derby is referred to,
it was recommended that this be re-worded to reflect Derbyshire as a
whole.
25.13 The wording in the final paragraph on page 5 be amended, as follows:
“Due to the very late timing of the grant announcement and the
unprecedented unexpected change in Government …
25.14 An amendment was suggested on page 6, second bullet of the first two
bullet points as follows: “… which follows on from discussions which
took place December 2015”
25.15 An amendment was suggested on page 6, second bullet of the next set
of four bullet points as follows: “This will be facilitated through the new
command and control system currently being implemented by the
Constabulary and the geographic location around of vehicles and
officers. In addition a further amendment was suggested in the final
sentence as follows: “… it is expected that £2m to £3m of efficiencies
will be realised allowing them to be reinvested against in areas of
increasing risk”.
25.16 Members suggested that on page page 6, fourth bullet of the set of four
bullet points that the wording be explicit around which other
organisations the Force are working with; i.e., whether this is just the
Fire Service or wider than this.
25.17 Where any changes are incorporated this should be checked against
both sets of accounts to ensure consistency.
RESOLVED:
1.
The Committee approved, subject to the recommended amendments
(minutes 25.3 – 25.17 above), the Annual Governance Statement for
the Chief Constable contained within the draft 2015/16 Financial
Statements as attached to the report..
2.
The Committee noted the draft Statements of Accounts, attached to the
report, for 2015/16.
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26/17

ANY OTHER BUSINESS
26.1 Mrs Boffy reminded the Committee that they are invited to the Force
Risk Seminar which is taking place on 9 November at the Posts Mill,
South Normanton, Derbyshire.
26.2 Mrs Boffy advised that CIPFA are running training for Audit Members in
September. Mrs Boffy will confirm the date with Ms Alcock in due
course.

Meeting Closed at 1:45pm
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JOINT AUDIT, RISK AND ASSURANCE COMMITTEE
REVIEW OF ACTIONS
Agenda Report Title and Action Required
Item
Meeting of JARAC 23 September
10A
Internal Audit Progress Report
Internal Audit to provide an update on the scoping of ICT Mobile
Devices for the meeting of the Committee in December.
Meeting of the JARAC 3 March 2015
6B
Data Protection Audit by the Information Commissioner (IC)
Miss Alcock recollected that a final wind-up report had been requested.
Ms Hart had received an email saying that the recommendations are
still being worked through and should be completed by September this
year. Once all the recommendations have been resolved a final report
is requested to give assurance.
7A

Progress

Internal Audit

Deferred to 2016/17
at the earliest.

Mr Neaves

Add to the
September agenda

Internal
Audit

On this agenda.

Internal Audit Progress Report 2015/16
Internal Audit to ensure that the follow-up report/process will be
reviewed.

10A

Responsible
Officer

Governance and Assurance Mapping – Collaboration
It was hoped that the regional directors/ treasurers of finance would Mrs Boffy
have been able to meet to make available a final plan with the activities
which the Committee could be following up in 2016/17 but this has not
happened. Mrs Boffy tabled a paper which was a summary of how the
collaboration activities are being overseen. Mrs Boffy undertook to
email the members with the background of the full review for the 10
areas. Mrs Boffy was waiting for feedback from the region on a scoring
sheet for the 10 areas.

Chairs of Region’s
Audit Committees
met at Leicester
and agreed an
assurance
framework. PCCs
were updated on 20
September, verbal
feedback will be
1
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provided at the
meeting.

Mrs Boffy said that for the next meeting in July there would be a
programme with suggestions on how to go forward.
Meeting of the JARAC 14 July 2016
7A
Force Risk Management
Referring to the Corporate Risk Register – Summary Version, attached
at Appendix A, members were surprised to note the first risk ‘Continuity
of Senior Leadership’ which they had not been advised on in previous
reports. Mr Neaves offered to check back to confirm whether this had
been received by the Committee previously.

Mr Neaves

9B

Internal Audit Progress Report
Members considered the Follow-Up of Audit Recommendations
Mr Welsh
(Appendix F) and referred to the HR transactional follow-up which had a
number of recommendations with no detail as to whether these had
been addressed. Mr Welsh offered to examine this in further detail and
report back to members in due course.

10A

Joint Audit Risk and Assurance Committee: Annual Report
2015/16
It was agreed that the JARAC should write their own Annual Report
highlighting the achievements over the year and the objectives for next
year. Ms Alcock will complete and send through the draft version to
Mrs Boffy within the next three weeks.

Update email sent
on 25/07/2016
stating that this risk
had been included
in a report to the
meeting of the
Committee in July
2015.

Miss Alcock
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10B

Annual Governance Statement
Referenced at para 7.7 Appendix A was the Internal Control Assurance
Statement produced by the Deputy Chief Constable East Midlands.
Members requested receipt of the Chief Finance Officers assurance
letter to provide the full assurance around the financial arrangements in
place.

Helen Boffy

Copies requested.
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Section B
Part I For Publication

JOINT AUDIT, RISK AND ASSURANCE COMMITTEE
22 SEPTEMBER 2015
REPORT OF THE TREASURER

5A:

JARAC MEETING DATES 2016/17

1.

PURPOSE OF THE REPORT

1.1

For the Committee to consider and agree the draft timetable of meeting dates
2016/17, as detailed below.

2.

INFORMATION AND ANALYSIS

2.1

As determined in the JARAC Terms of Reference, meetings of the Joint Audit,
Risk and Assurance Committee will take place four times per year.

2.2

The final meeting date for 2016 is reconfirmed and the dates for 2017 are
presented below for consideration and approval.

2.3

As agreed previously each meeting will have a different focus as detailed
below:

15 DECEMBER 2016 (Reconfirmed)
FOCUS: Risk Management
Member Pre-Meeting 09.00 – 9.30
Meeting with External Auditors: 09:40 – 10:10
Meeting with Internal Auditors: 10:15 – 10:45
Public Meeting: 11:00

9 MARCH 2017
FOCUS: Value for Money
Member pre-meeting 10am – 11am
Public Meeting 11am
1
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15 JUNE 2017
FOCUS: Risk Management and Review and Advice on Internal
Controls/ Draft Accounts and Annual Governance Statement
Member Pre-Meeting 09.00 – 9.30
Meeting with Internal Auditors: 09:40 – 10:10
Meeting with External Auditors: 10:15 – 10:45
Public Meeting: 11:00

28 SEPTEMBER 2017
FOCUS: Financial Reporting /Final Accounts/Data Quality and
Appraisal
Member pre-meeting 10am – 11am
Public Meeting: 11am

7 DECEMBER 2017
FOCUS: Risk Management
Member Pre-Meeting 09.00 – 9.30
Meeting with External Auditors: 09:40 – 10:10
Meeting with Internal Auditors: 10:15 – 10:45
Public Meeting: 11:00
3.

RECOMMENDATIONS

i.

To consider and agree the future meeting dates of the JARAC.

4.

IMPLICATIONS

All implications are assessed and scored to the table below.
HIGH – supporting explanation and narrative required and to be contained
within the report
MEDIUM – narrative to be contained within the report at the discretion of the
author
LOW – no narrative required
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LOW
Crime & Disorder

x

Environmental

x

Equality & Diversity

x

Financial

x

Health & Safety

x

Human Rights

x

Legal

x

Personnel

x

MEDIUM

HIGH

Contact details

Helen Boffy

in the event

External telephone number: 03001226005

of enquiries

Email address: Helen.boffy.4808@derbyshire.pnn.police.uk

BACKGROUND PAPERS
None
ATTACHMENTS
None
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Section B
Part I For Publication

JOINT AUDIT, RISK AND ASSURANCE COMMITTEE
22 SEPTEMBER 2015
REPORT OF THE TREASURER

5B:

JARAC TERMS OF REFERENCE

1.

PURPOSE OF THE REPORT

1.1

To approve the amended Terms of Reference and recommend to the Police
and Crime Commissioner and the Chief Constable for adoption.

2.

INFORMATION AND ANALYSIS

2.1

Members undertook a review of the JARAC Terms of Reference (TORs) at
their meeting on 14 July 2016 and recommended a number of changes.

2.2

The Terms of Reference incorporating the recommended changes is attached
at Appendix A for members’ approval.

2.3

As the JARAC is a joint committee for both the Police and Crime
Commissioner and the Chief Constable the final version should be
recommended to the Police and Crime Commissioner and the Chief
Constable for adoption.

3.

RECOMMENDATIONS

i.

To approve the amended TORs as attached at Appendix A.

ii.

To recommend to the Police and Crime Commissioner and the Chief
Constable for adoption.

4.

IMPLICATIONS

All implications are assessed and scored to the table below.
HIGH – supporting explanation and narrative required and to be contained
within the report
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MEDIUM – narrative to be contained within the report at the discretion of the
author
LOW – no narrative required

LOW
Crime & Disorder

x

Environmental

x

Equality & Diversity

x

Financial

x

Health & Safety

x

Human Rights

x

Legal

x

Personnel

x

MEDIUM

HIGH

Contact details

Helen Boffy

in the event

External telephone number: 03001226005

of enquiries

Email address: Helen.boffy.4808@derbyshire.pnn.police.uk

BACKGROUND PAPERS
None
ATTACHMENTS
None
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Appendix A
Agenda item 5B
Strategic Governance Board
22 September 2016

DERBYSHIRE CONSTABULARY
POLICE AND CRIME COMMISSIONER FOR DERBYSHIRE
TERMS OF REFERENCE FOR
JOINT AUDIT, RISK & ASSURANCE COMMITTEE

August 2016
1

1.

INTRODUCTION

1.1

In line with the principles of good governance as laid down by the
Chartered Institute of Public Finance & Accountancy (CIPFA) and the
Financial Management Code of Practice for the Police Service of
England and Wales, this independent Joint Audit, Risk & Assurance
Committee (JARAC) has been established, covering the separate roles
and offices of both the Police & Crime Commissioner (Commissioner)
and the Chief Constable.

1.2

The Office of Commissioner and Chief Constable are intrinsically linked
by the priorities of the Police and Crime Plan and therefore it is in the
best interests of the public, value for money and probity that a Joint
Audit, Risk and Assurance Committee (JARAC) is established.

1.3

The purpose of the JARAC is to provide independent assurance of the
adequacy the following:
•
•
•

•
•

The risk management and the internal control framework operated
by the Commissioner and the Chief Constable.
The effectiveness of their respective governance arrangements
including providing for value for money services.
Appointment, support and keep under review the work of internal
and external auditors as they provide assurance on risk
management, internal controls and the annual accounts through
their work.
The financial reporting process.
Have appropriate scrutiny of annual accounts, with advice from
External Audit, especially the financial reporting process.

1.4

The JARAC is a non-executive Committee and has no executive
powers, other than those specifically detailed in these Terms of
Reference.

1.5

The JARAC will establish effective communication with the
Commissioner and Chief Constable, their nominated representatives,
their respective Chief Finance Officers, Head of Internal Audit, the
External Auditor and other relevant stakeholders, for the purpose of
fulfilling these terms of reference. A working protocol will be established
to ensure that this is achieved by all parties.

1.6

The Terms of Reference for the JARAC do not include the oversight of
employee/police officer fraud or ethics. This is managed by the
Constabulary Professionla Standards Department and overseen by
scrutiny carried out directly by the Police & Crime Commissioner
through his Head of Compliance and Engagement.

2

2.

MEMBERSHIP

2.1

The JARAC will have a Chair, a deputy chair and three other members,
all of whom must be independent of the Commissioner, the Chief
Constable and the Police and Crime Panel.

2.2

Members of the JARAC shall be recruited by the JARAC Chair on
application and through open competition, in conjunction with the Police
and Crime Commissioner and Chief Constable or their representatives.
They shall be recruited to ensure that the JARAC has all the necessary
skills and experience to fulfil its terms of reference, in accordance with
the job description for JARAC members. To ensure the independence
of the JARAC, members shall not be:
•
•
•
•
•

A standing or ex-Commissioner or Chief Constable.
A member or ex-member of a Police and Crime Panel.
Serving police officers or any person who has served as a police
officer within the last 5 years.
Currently serving officers of councils within the force area.
Have no direct or indirect fiduciary relationship with the
Constabulary i.e. a member of any partnership body.

2.3

The Chair of the JARAC will be jointly recruited by the Commissioner
and the Chief Constable and will serve for one term in this role as
Chair.

2.4

All JARAC Members will serve for a maximum of 2 terms, each term
being a maximum of 5 years. To ensure continuity, where possible,
members shall be rotated on and off the JARAC in turn rather than as a
group, therefore the term of membership for the JARAC will be
determined on recruitment of the member.

2.5

The deputy Chair is selected by a vote by members of the JARAC. The
deputy will serve for one term only in this role. The deputy Chair will
act as Chair at meetings in the absence of the Chair. If the Chair can no
longer continue in this role, the deputy Chair will act as the Chair until
the formal appointment of a new Chair. The deputy Chair will not
automatically become the new Chair, although may apply for the post of
Chair as part of the recruitment and replacement process run by the
Commissioner and Chief Constable.

2.6

All members of the JARAC will participate in an annual self-assessment
of the JARAC in September each year as detailed in clause 9.3.

2.7

On joining the JARAC, each member must attend an induction training
course to help them understand the roles of the Commissioner and the
Chief Constable, the Police and Crime Committee and the
organisations pertaining to the Commissioner and Chief Constable.
Further training on specific relevant topics will be provided as
3

necessary, according to the members’ own relevant experience and
emerging business needs of the JARAC. Members of the JARAC will
be expected to attend all such training and to develop their skills as part
of a member development programme. Training needs will be
considered during the annual self-assessment process and a training &
development programme established both for the JARAC and its
individual members as appropriate.
2.8

3

In accordance with the JARAC members’ code of conduct, each
member will be required to record any conflicts of interest in the register
of pecuniary and non-pecuniary interests in September each year. In
addition, JARAC members will be required to disclose any such
interests at the commencement of any meeting where there is a need
to do so due to the nature of the JARAC agenda, or immediately if they
arise unexpectedly in discussion.
RIGHTS

3.1

The JARAC may with reasonable justification and with prior agreement
of the Commissioner and Chief Constable, procure specialist ad-hoc
advice to obtain additional skills, knowledge and experience at the
expense of the Commissioner and Chief Constable to support the
JARAC in the achievement of its terms of reference. This will be
considered appropriate where specialist advice is not available within
the existing JARAC support arrangements or it is not considered
appropriate to use this support.

3.2

Only members of the JARAC have the right to vote on matters.

3.3

The members of the JARAC will be remunerated and reimbursed for all
expenses incurred in the fulfilment of their JARAC duties, roles and
responsibilities in accordance with the schedule of allowances and
expenses agreed by the Commissioner and Chief Constable. The
allowances and expenses of the JARAC are detailed in par 3.4

3.4

The members of the JARAC will be remunerated and reimbursed for all
expenses incurred in the fulfilment of their JARAC duties, roles and
responsibilities in line with the allowances specified as follows
•
•
•
•
•
•
•

1

for a full day attendance (more than 4 hours including travel)
Chair £263.94; Ordinary Member £211.15.
for a part day attendance (less than 4 hours including travel)
Chair £130.62; Ordinary Member £104.50.
Notional preparation and reading time, per hour £15.00
Travel by car £0.45 per mile irrespective of engine size
Car parking: costs incurred, receipt required
Travel by taxi: costs incurred, receipt required
Carer or child care: costs incurred 1, receipt required

The carer cannot be a member of the claimant’s household;

4

4

SUPPORT

4.1

The Chair, in conjunction with the Commissioner and Chief Constable
has particular responsibility for ensuring that the work of the JARAC is
appropriately resourced, including appropriate secretariat support and
any other specialist support necessary to ensure its members are
effective in their role. The JARAC Chair has a duty to report any
shortfall in the level of support to the Commissioner and Chief
Constable in the first instance and in a public report if this is not
remedied.

4.2

The allocation of secretariat support to the JARAC and its funding will
be agreed between the Commissioner and Chief Constable. This will
include ensuring that best practice as contained in relevant good
governance codes and protocols are upheld so that the JARAC is
effective and the members’ independence is maintained.

5

FREQUENCY AND NOTICE OF MEETINGS

5.1

The JARAC will meet at four times a year. The calendar of meetings
shall be agreed at the start of each financial year. One meeting shall
be dedicated to the scrutiny of the statement of accounts of the
Commissioner and Chief Constable before or close to submission to
external audit.

5.2

Further meetings outside of the normal cycle of the JARAC can be
convened at the request of the JARAC Chair or any of its members,
subject to agreement by the Chair.

5.3

The Commissioner and or Chief Constable may ask the JARAC to
convene further meetings to discuss particular issues on which they
want the advice of the JARAC.

5.4

Meetings can be requested by the external or internal auditors where
this is considered necessary and on agreement of the JARAC Chair.

5.5

Unless otherwise agreed, formal notice of each meeting confirming the
venue, time and date together with the agenda of items to be
discussed, will be forwarded to each member of the JARAC, any other
person required to attend and all other appropriate persons determined
by the Chair, no later than five working days before the date of the
meeting.

The minimum rate will be the non-London adult hourly Living wage, and the maximum rate
will be £12.34 (the hourly weekday rate charged locally by Derby City Council for a home care
assistant).
The payment is payable only in respect of children aged 16 or under and in respect of other
dependants where there is medical or social work evidence that care is required.

5

5.6

6

Any meetings held outside the normal cycle of meetings should be
convened with a minimum notice of five working days. Extraordinary or
urgent meetings may be held with less notice but should be for
exceptional matters only, subject to the Chair’s agreement and quorum
requirements. In this case the agenda and any supporting papers will
be sent to the JARAC members and to other attendees at the same
time as the meeting notice is sent out, recognising that if the matter is
so urgent that there may only be an oral report. If this is the case then
this will be identified on the agenda.
ATTENDANCE AT MEETINGS

6.1

Members of the JARAC are expected to attend all meetings. If two or
more meetings are missed in a year, this will be discussed as part of
the annual self-assessment process. Regular non-attendance of
JARAC members will lead to their removal as a member of the JARAC
on agreement by the Chair.

6.2

The Commissioner and Chief Constable, may attend all meetings of
the JARAC, or ensure that they are suitably and appropriately
represented, therefore ensuring that the purpose of the meeting is not
compromised and that the members are able to appropriately fulfil their
responsibilities. In addition, the Police Reform and Social Responsibility
Act 2011, Section 114 of the Local Government Finance Act 1988 and
the Audit and Accounts Regulations 2011 assign a number of statutory
responsibilities to each of the Chief Finance Officers of the
Commissioner and Chief Constable. Given the nature of these
responsibilities it is expected that both the Chief Finance Officers of the
Commissioner and the Chief Constable will attend all meetings of the
JARAC, or where this is not possible then their nominated
representatives.

6.3

The Head of Internal Audit or their representatives of the external
auditor will be invited to attend meetings on a regular basis. The
JARAC should meet with the Head of Internal Audit and representatives
of the external auditor separately and privately at least once a year.

6.4

A minimum of three members of the JARAC must be present for the
meeting to be deemed quorate, one of whom must be either the Chair
or deputy Chair.

6.5

All JARAC meetings will be held in public with the matters discussed
being placed in the public domain. Where items are considered
commercially sensitive or contain issues which are deemed confidential
or relate to a member of staff the JARAC may sit privately, that is,
excluding members of the public or press, and will record their reasons
for this decision in the public domain.

6.6

The JARAC may hold private informal meetings e.g. for briefing and
training purposes without any non-members present if they so decide.
Decisions cannot be taken at such meetings.
6

7
7.1

8

ACCESS
The Chief Finance Officers, Head of Internal Audit and the
representative of external auditor of the Commissioner and Chief
Constable will have free and confidential access to the Chair of the
JARAC and the JARAC Chair will have free and confidential access to
the Chief Financial Officers, the Head of Internal Audit and the
representative of external audit.
MINUTES OF MEETINGS

8.1

The secretary of the JARAC will record the names of those present at
the meeting, write minutes, including the key points and decisions of all
JARAC meetings, along with any actions stemming from discussion
that need to be taken. The minutes of the previous meeting must be
approved by the JARAC.

8.2

The secretary of the JARAC will establish, at the beginning of each
meeting, the existence of any conflicts of interest and minute them
accordingly, see also paragraph 2.9 of these terms of reference.

8.3

The unsigned and unapproved minutes of the most recent JARAC
meeting will be circulated promptly and generally no later than ten
working days after the meeting to all members of the JARAC, to the
Commissioner and the Chief Constable along with their nominated
representative at the JARAC, the Chief Finance Officers of the
Commissioner and Chief Constable and to the internal and external
auditors, once they have been considered by the Chair or deputy Chair
in the Chair’s absence.

8.4

The minutes of the JARAC will be placed in the public domain as soon
as these have been approved and signed by the Chair, with exclusion
to any matter deemed private and confidential, as per paragraph 6.5 of
these terms of reference.

9

REPORTING

9.1

The Chair of the JARAC will provide the Commissioner and Chief
Constable with an Annual Report in the name of the JARAC, timed to
support finalisation of the accounts and the Annual Governance
Statement, summarising its conclusions from the work it has done
during the year and drawing attention to any significant or emerging
issues as appropriate. This report will be placed in the public domain
following its discussion with the Commissioner and Chief Constable
along with their responses. The Chair will be responsible for dealing
with any public or media questions relating to that report.

9.2

The JARAC will, having regard to best governance practice, review
these terms of reference annually and make any changes deemed
necessary in consultation with the Commissioner and Chief Constable.
7

9.3

10

The JARAC will annually review its own performance to ensure it is
fulfilling its terms of reference and operating effectively. In doing so it
will make any recommendations for change to the Commissioner and
Chief Constable. This annual review of performance will be based on a
self-assessment model found in the Guidance for Audit Committees –
Local Authorities and Police (CIPFA 2013).
RESPONSIBILITIES

10.1 Risk Management, Governance and internal control responsibilities
The JARAC will obtain assurance in connection with the following:
10.1.1. The establishment and maintenance of an effective system of risk
management, integrated governance and internal control, across the
whole of the Commissioner and Chief Constable activities that
supports the achievement of the objectives of the Police and Crime
plan, ensuring probity, value for money and good governance. The
oversight of ethics and fraud is carried out by the Constabulary
Professional Standards Dept.
10.1.2. The timely implementation of any actions necessary to ensure
compliance with all internal standards and best practice, both financial
and non-financial operated by the Commissioner and Chief
Constable.
10.1.3. The adequacy of relevant disclosure statements, in particular the
Annual Governance Statement, together with any accompanying
Head of Internal Audit report, external audit opinion, risk register or
other appropriate independent assurances, prior to endorsement by
the Commissioner and / or the Chief Constable.
10.1.4. The adequacy of arrangements for ensuring compliance with relevant
regulatory, legal, code of conduct and antifraud and corruption
requirements as set out in Secretary of State Directives and other
relevant bodies or professional standards.
10.1.5. The JARAC will recommend for adoption the Annual Governance
Statement for the Commissioner and Chief Constable.
10.2. Internal audit responsibilities
It is anticipated that the Commissioner and Chief Constable will engage the
same internal auditors. The role of the JARAC in relation to internal audit will
include advising the Commissioner and Chief Constable on the following:
10.2.1. Consider and make recommendations on the provision of internal
auditors, including appointment, assessment of performance and
dismissal.
8

10.2.2. Review and advise on the internal audit strategy and annual internal
audit plan, ensuring that this :
• is consistent with professional standards;
• meets the audit needs of Commissioner and Chief Constable;
and
• provides the JARAC with adequate coverage for the purpose of
obtaining appropriate levels of assurance over the adequacy of
the risk management, governance and internal control
environment of both the Commissioner and Chief Constable.
10.2.3. Consider the Head of Internal Audit’s annual report and opinion, and a
summary of audit activity (actual and proposed) and the level of
assurance it gives over the risk management and governance
arrangements of the Commissioner and Chief Constable.
10.2.4. Consider the findings of internal audit reports (or their summaries),
the assurance provided and the adequacy of the response by the
Commissioner and / or Chief Constable.
10.2.5. Commissioning additional work from the internal auditor, having
regard to any actual or potential conflicts of interest.
10.2.6. Ensuring co-ordination between the internal and external auditors to
optimise audit resources.
10.2.7. Annually review the effectiveness of internal audit.
10.2.8. Where the JARAC considers there is evidence of ultra vires
transactions, evidence of improper acts, or if there are other
important matters that the JARAC wishes to raise, the chair of the
JARAC must raise the matter with the Commissioner and Chief
Constable and where appropriate seek legal advice if required.
Exceptionally, the matter may need to be referred directly to the
external auditor, HMIC and / or the Home Office e.g. fraud suspicion
directly involving the Commissioner or Chief Constable.
10.3. External audit responsibilities
It is anticipated that the Commissioner and Chief Constable will engage the
same external auditors. The role of the JARAC in relation to external audit will
include advising the Commissioner and Chief Constable on the following:
10.3.1. Consider and make recommendations on the provision of external
auditors.
10.3.2. Review, advise on and endorse the external audit strategy and annual
audit Plan and Progress Report, ensuring that this is consistent with
professional standards and the External Audit Code of Audit Practice.
10.3.3. Consider the external auditor’s annual letter, relevant reports and the
report to those charged with governance.
9

10.3.4. Consider specific reports as agreed with the external auditor.
10.3.5. Commissioning work from the external auditor, having regard to any
actual or potential conflicts of interest.
10.3.6. Consider major findings of external audit work and the adequacy of
response of the Commissioner and / or Chief Constable
10.3.7. Ensuring co-ordination between the internal and external auditors to
optimise audit resources.
10.3.8. Annually review the effectiveness of external audit.
10.4. Annual Accounts of the Commissioner and Chief Constable
The JARAC will:
10.4.1. Review and scrutinise the annual statement of accounts prior to their
external audit. Specifically, it will seek assurances whether
appropriate accounting policies have been followed and whether
there are any concerns arising from the financial statements.
10.4.2. Consider the external auditor’s report to those charged with
governance on issues arising from the audit of accounts.
11

INFORMATION REQUIREMENTS

11.1 A programme for the annual cycle of JARAC meetings will be prepared.
The current cycle is as follows
Quarter
Spring meeting

Approx month
about March

Main topic(s)
Value for Money

Summer meeting

about June

Risk Management and
Review and Advice on
Internal Controls

Autumn meeting

about September

Financial reporting / Final
Accounts /Data Quality and
Appraisal

Winter meeting

about December

Risk Management

11.2 In addition to the cyclic agenda, each meeting of the JARAC will be
provided with:
• A progress report from the head of internal audit summarising:
o Work performed and a comparison with work planned
o Key issues emerging from internal audit work
10

•
•

•

o Management response to audit recommendations
o Changes to the periodic plan
o Any resourcing issues affecting the delivery of internal audit
objectives
A progress report from the external audit representative
summarising work done and emerging findings.
A summary report of actions being tracked and progress made in
particularly in connection with the implementation of significant risk,
governance and internal controls matters, thereby providing an
on-going process of follow-up.
To receive a regular update on HMIC Inspection Activity.
And where applicable:-

•

•

A report summarising any significant changes to the Commissioner
and Chief Constable risk and controls profile and any action
planned in response.
A report on any governance matters arising or a note that no
governance matters have arisen since the last meeting and any
action planned in response.

Hardyal Dhindsa
Commissioner for Derbyshire

Mick Creedon QPM
Chief Constable of
Constabulary

Derbyshire

Version 3
Effective from date to be inserted
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AGENDA ITEM 6A
JOINT AUDIT RISK AND ASSURANCE COMMITTEE
22 SEPTEMBER 2016

Part I - For
Publication

JOINT AUDIT RISK AND ASSURANCE COMIITTEE
22 SEPTEMBER 2016
JOINT REPORT OF
THE TREASURER AND THE CHIEF CONSTABLE
6A:

PUBLIC SECTOR AUDIT APPOINTMENTS

1.

PURPOSE OF THE REPORT

1.1

This report provides information on the sector-led procurement approach from
Public Sector Audit Appointments Limited (PSAA) - an independent, not for
profit company limited by guarantee and established by the Local Government
Association. Section 17 of the Local Audit and Accountability Act 2014 allows
for sector-led collective procurement arrangements, under which relevant
authorities would be able to opt to have their auditor appointed by a specified
sector-led body, rather than appoint locally.

2.

INFORMATION AND ANALYSIS

2.1

On 13 August 2010, the Government announced its intention to abolish the
Audit Commission and put in place new decentralised arrangements for the
audit of local public bodies. The Local Accountability and Audit Bill, published
in May 2013, delivered the Government’s commitment to close the Audit
Commission and transfer its remaining functions. The Bill gave local bodies
the freedom to appoint their own auditors from an open and competitive
market; manage their own audit arrangements, with appropriate safeguards to
ensure auditor independence; and retain the same high standards.

2.2

In March 2012 the Audit Commission completed a procurement exercise to
outsource the work of its in-house audit practice, covering 70% of principal
audits. This exercise, and other efficiencies, allowed the Commission to make
reductions of up to 40% in audit and certification fees from 2012/13, subject to
annual review.
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2.3

As a result of this procurement exercise KPMG were appointed to audit the
Police & Crime Commissioner and the Chief Constable of Derbyshire for a
five year period from 2013/13 i.e. ending with the audit of the 2017/18
accounts.

2.4

The Local Audit and Accountability Bill, published in May 2013, delivered the
Government’s commitment to close the Audit Commission and transfer its
remaining functions. The Bill put in place a new local audit and accountability
framework for local public bodies in England. This replaces the centralised
arrangements for the audit of local bodies with a more localist approach,
giving local bodies the freedom to appoint their own auditors from an open
and competitive market; manage their own audit arrangements, with
appropriate safeguards to ensure auditor independence; and retain the same
high standards.

2.5

Although the Minister of State was very keen that all local public bodies
should establish Auditor Panels to select and appoint their own auditors, local
public bodies - including the police - were not as enthusiastic and lobbied the
Government to change the proposed legislation to enable sector-led collective
procurement arrangements in order to benefit from economies of scale.

2.6

The Government clearly listened since Section 17 of the Local Audit and
Accountability Act 2014 (the 2014 Act) gives the Secretary of State the power
to make provision, by regulations, for certain relevant authorities to have a
local auditor appointed on their behalf by a body (an ‘appointing person’)
specified by the Secretary of State. This is to allow for sector-led collective
procurement arrangements, under which relevant authorities would be able to
opt to have their auditor appointed by a specified sector-led body, rather than
appoint locally.

3.

PUBLIC SECTOR AUDIT APPOINTMENTS LIMITED (PSAA)

3.1

In July 2016 the Secretary of State confirmed that PSAA has been specified
as an appointing person under the provisions of the 2014 Act and the Local
Audit (Appointing Person) Regulations 2015. This means that PSAA will make
2
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auditor appointments to relevant principal local government bodies (including
the Chief Constable of Derbyshire and the Police & Crime Commissioner for
Derbyshire) that choose to opt into the national appointment arrangements
they are developing, for audits of the accounts for 2018/19.
3.2

PSAA is an independent, not-for-profit company limited by guarantee and
established by the Local Government Association.

3.3

A number of documents are appended to this report for information:
Appendix A – Prospectus for the new [PSAA] scheme
Appendix B – Appointing Person: Frequently asked questions

3.4

According to PSAA the benefits of joining their scheme are:
•

Assured appointment of a qualified, registered, independent auditor

•

Appointment, if possible, of the same auditors to bodies involved in
significant collaboration/joint working initiatives or combined authorities, if
the parties believe that it will enhance efficiency and value for money

•

On-going management of independence issues

•

Securing highly competitive prices from audit firms

•

Minimising scheme overhead costs

•

Savings from one major procurement as opposed to a multiplicity of small
procurements

•

Distribution of surpluses to participating bodies

•

A scale of fees which reflects size, complexity and audit risk

•

A strong focus on audit quality to help develop and maintain the market
for the sector

•

Avoiding the necessity for individual bodies to establish an auditor panel
and to undertake an auditor procurement

•

Enabling time and resources to be deployed on other pressing priorities

•

Setting the benchmark standard for audit arrangements for the whole of
the sector
3
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3.5

The Committee’s current operating principles include the following in respect
of external audit:
•

Consider and comment upon any proposals affecting the provision of the
external audit service

•

Consider the level of fees charged, and

•

To undertake the future role of the Independent Audit Panel, as set out in
the Local Audit and Accountability Act 2014, including considering and
recommending appropriate arrangements for any future appointment of
External Auditors

3.6

It is wholly appropriate therefore that the JARAC considers and discusses the
recommendation from Officers that we join the PSAA sector-led procurement.

3.7

PSAA anticipate that invitations to formally opt in will be issued before
December 2016.

In their prospectus, PSAA has asked for feedback on six

specific questions concerning their plans for the future. These are set out
below, together with a suggested response to each.
1. Is PSAA right to place emphasis on both quality and price as the essential
pre-requisites for successful auditor appointments?
Yes, these are the primary considerations for the next round of audit
contracts
2. Is three to five years an appropriate term for initial contracts and for bodies
to sign up to scheme membership?
Yes, three years with an option to extend to five would be appropriate for a
contract of this value and importance.
3. Are PSAA’s plans for a scale of fees which pools scheme costs and reflects
size, complexity and audit risk appropriate? Are there any alternative
approaches which would be likely to command the support of the sector?
Yes, the scale fee should reflect all three considerations set out above. In
addition, the overall risk associated with auditing the ‘PCC Group’ should
be considered when setting individual fees for PCCs and Chief Constables.
4. Are the benefits of joining the national scheme, as outlined here, sufficiently
attractive? Which specific benefits are most valuable to local bodies? Are
there others you would like included?
4
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Yes, the benefits are adequately summarised in the prospectus.
The savings in audit fees since 2012 highlight the benefits, particularly in
terms of economy of scale savings, that be obtained through national
procurement exercises. Being able to select (or request) the same auditor
for collaboration partners should facilitate a quicker and smoother audit
closedown.
Being a not for profit organisation, any savings generated through the
careful management of audit contracts will be redistributed to members.
We presume the PSAA will undertake contract management on behalf of
local bodies. If correct, this is an additional benefit that should be highlighted
in the prospectus.
5. What are the key issues which will influence your decisions about scheme
membership?
Cost and quality are the key issues. Timeliness of the tender process and
award of contract is also very important.
6. What is the best way of us continuing our engagement with you on these
issues?
Regular newsletters and email updates to chief finance officers
4.

RECOMMENDATIONS

i.

That the JARC considers the proposal and discusses the recommendation
from Officers that the Chief Constable of Derbyshire and the Police & Crime
Commissioner for Derbyshire join the PSAA sector-led procurement.

ii.

That the comments of the JARAC are included in the report to the Strategic
Governance Board for the Chief Constable and the Commissioner to make
the final decision on joining the PSAA sector-led procurement.

5.

IMPLICATIONS

All implications are assessed and scored to the table below.
HIGH – supporting explanation and narrative required and to be contained
within the report
MEDIUM – narrative to be contained within the report at the discretion of the
author
LOW – no narrative required
5
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LOW
Crime & Disorder

X

Environmental

X

Equality & Diversity

X

Financial

MEDIUM

HIGH

X

Health & Safety

X

Human Rights

X

Legal

X

Personnel

X

Contact details

Name: Helen Boffy

in the event

External telephone number:0300 122 6005

of enquiries

Email address: helen.boffy.4808@derbyshire.pnn.police.uk

BACKGROUND PAPERS: NONE
ATTACHMENTS
Appendix A: Prospectus from PSAA August 2016
Appendix B: Appointing Person: Frequently asked questions
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Developing the option
of a national scheme for
local auditor appointments
www.psaa.co.uk

Public Sector

Audit Appointments

“The LGA has worked hard to secure
the option for local government to
appoint auditors through a dedicated
sector-led national procurement
body. I am sure that this will deliver
significant financial benefits to those
who opt in.”
– Lord Porter CBE, Chairman,
Local Government Association

www.psaa.co.uk

Over the next few months all principal authorities will need to decide
how their auditors will be appointed in the future. They may make the
appointment themselves, or in conjunction with other bodies. Or they
can take advantage of a national collective scheme which is designed to
offer them a further choice. Choosing the national scheme should pay
dividends in quality, in cost, in responsiveness and in convenience.
Public Sector Audit Appointments Ltd (PSAA) is leading the
development of this national option. PSAA is a not-for-profit company
which already administers the current audit contracts. It has been
designated by the Department for Communities & Local Government
(DCLG) to operate a collective scheme for auditor appointments for
principal authorities (other than NHS bodies) in England. It is currently
designing the scheme to reflect the sector’s needs and views.
The Local Government Association (LGA) is strongly supportive of this
ambition, and 200+ authorities have already signalled their positive
interest. This is an opportunity for local government, fire, police and
other bodies to act in their own and their communities’ best interests.
We hope you will be interested in the national scheme and its
development. We would be happy to engage with you to hear your
views – please contact us at generalenquiries@psaa.co.uk
You will also find some questions at the end of this booklet
which cover areas in which we would particularly welcome
your feedback.

Public Sector

Audit Appointments

Audit does matter

High quality independent audit is one of the cornerstones of public
accountability. It gives assurance that taxpayers’ money has been well
managed and properly expended. It helps to inspire trust and confidence in the
organisations and people responsible for managing public money.
Imminent changes to the arrangements for appointing the auditors of local
public bodies are therefore very important. Following the abolition of the Audit
Commission, local bodies will soon begin to make their own decisions about how
and by whom their auditors are appointed. A list of the local government bodies
affected can be found at the end of this booklet.
The Local Government Association (LGA) has played a leadership role in
anticipating these changes and influencing the range of options available to
local bodies. In particular, it has lobbied to ensure that, irrespective of size,
scale, responsibilities or location, principal local government bodies can, if
they wish, subscribe to a specially authorised national scheme which will
take full responsibility for local auditor appointments which offer a high quality
professional service and value for money.
The LGA supported PSAA’s successful application to the Department for
Communities & Local Government (DCLG) to be appointed to deliver and
manage this scheme.

www.psaa.co.uk

PSAA is well placed
to award and manage
audit contracts, and
appoint local auditors
under a national
scheme
PSAA is an independent, not-for-profit company limited by guarantee and
established by the LGA. It already carries out a number of functions in relation
to auditor appointments under powers delegated by the Secretary of State for
Communities & Local Government. However, those powers are time-limited and
will cease when current contracts with audit firms expire with the completion
of the 2017/18 audits for local government bodies, and the completion of the
2016/17 audits for NHS bodies and smaller bodies.
The expiry of contracts will also mark the end of the current mandatory regime
for auditor appointments. Thereafter, local bodies will exercise choice about
whether they opt in to the authorised national scheme, or whether they make
other arrangements to appoint their own auditors.
PSAA has been selected to be the trusted operator of the national scheme,
formally specified to undertake this important role by the Secretary of State.
The company is staffed by a team with significant experience in appointing
auditors, managing contracts with audit firms and setting and determining audit
fees. We intend to put in place an advisory group, drawn from the sector, to
give us ready access to your views on the design and operation of the scheme.
We are confident that we can create a scheme which delivers quality-assured
audit services to every participating local body at a price which represents
outstanding value for money.

Public Sector

Audit Appointments

“Many district councils will be very aware
of the resource implications of making
their own appointment. Joining a welldesigned national scheme has significant
attractions.”
– Norma Atlay, President,
Society of District Council Treasurers

“Police bodies have expressed very strong
interest in a national scheme led by PSAA.
Appointing the same auditor to both the
PCC and the Chief Constable in any
area must be the best way to maximise
efficiency.”
– Sean Nolan, President,
Police and Crime Commissioners
Treasurers’ Society (PACCTS)

www.psaa.co.uk

The national scheme
can work for you

We believe that the national scheme can be an excellent option for all local
bodies. Early indications are that many bodies agree - in a recent LGA survey
more than 200 have expressed an interest in joining the scheme.
We plan to run the scheme in a way that will save time and resources for local
bodies - time and resources which can be deployed to address other pressing
priorities. Bodies can avoid the necessity to establish an auditor panel (required
by the Local Audit & Accountability Act, 2014) and the need to manage their
own auditor procurement. The scheme will take away those headaches and,
assuming a high level of participation, be able to attract the best audit suppliers
and command highly competitive prices.
The scope of public audit is wider than for private sector organisations. For
example, it involves forming a conclusion on the body’s arrangements for
securing value for money, dealing with electors’ enquiries and objections, and in
some circumstances issuing public interest reports. PSAA will ensure that the
auditors which it appoints are the most competent to carry out these functions.
Auditors must be independent of the bodies they audit, to enable them to them to
carry out their work with objectivity and credibility, and in a way that commands
public confidence. PSAA plans to take great care to ensure that every auditor
appointment passes this test. It will also monitor any significant proposals,
above an agreed threshold, for auditors to carry out consultancy or other nonaudit work to ensure that these do not undermine independence and public
confidence.
The scheme will also endeavour to appoint the same auditors to bodies which
are involved in formal collaboration/joint working initiatives or within combined
authority areas, if the parties consider that a common auditor will enhance
efficiency and value for money.

Public Sector

Audit Appointments

PSAA will ensure
high quality audits

We will only contract with firms which have a proven track record in undertaking
public audit work. In accordance with the 2014 Act, firms must be registered
with one of the chartered accountancy institutes acting in the capacity of a
Recognised Supervisory Body (RSB). The quality of their work will be subject
to scrutiny by both the RSB and the Financial Reporting Council (FRC). Current
indications are that fewer than ten large firms will register meaning that small
local firms will not be eligible to be appointed to local public audit roles.
PSAA will ensure that firms maintain the appropriate registration and will liaise
closely with RSBs and the FRC to ensure that any concerns are detected at
an early stage and addressed effectively in the new regime. The company
will take a close interest in feedback from audited bodies and in the rigour
and effectiveness of firms’ own quality assurance arrangements, recognising
that these represent some of the earliest and most important safety nets for
identifying and remedying any problems arising. We will liaise with the National
Audit Office (NAO) to help ensure that guidance to auditors is updated when
necessary.
We will include obligations in relation to maintaining and continuously improving
quality in our contract terms and quality criteria in our tender evaluation method.

www.psaa.co.uk

PSAA will secure highly
competitive prices

A top priority must be to seek to obtain the best possible prices for local audit
services. PSAA’s objective will be to make independent auditor appointments at
the most competitive aggregate rate achievable.
Our current thinking is that the best prices will be obtained by letting three year
contracts, with an option to extend to five years, to a relatively small number of
appropriately registered firms in two or three large contract areas nationally. The
value of each contract will depend on the prices bid, with the firms offering the
best prices being awarded larger amounts of work. By having contracts with a
number of firms we will be able to ensure independence and avoid dominance of
the market by one or two firms.
Correspondingly, at this stage our thinking is to invite bodies to opt into the
scheme for an initial term of three to five years.
The procurement strategy will need to prioritise the importance of demonstrably
independent appointments, in terms of both the audit firm appointed to each
audited body and the procurement and appointment processes used. This will
require specific safeguards in the design of the procurement and appointment
arrangements.

Public Sector

Audit Appointments

“Early audit planning is a vital element
of a timely audit. We need the auditors
to be available and ready to go right
away at the critical points in the final
accounts process.”
– Steven Mair, City Treasurer,
Westminster City Council

“In forming a view on VFM
arrangements it is essential that
auditors have an awareness of the
significant challenges and changes
which the service is grappling with.”
– Charles Kerr, Chair,
Fire Finance Network

www.psaa.co.uk

PSAA will establish
a fair scale of fees

Audit fees must ultimately be met by individual audited bodies. PSAA will ensure
that fee levels are carefully managed by securing competitive prices from firms
and by minimising PSAA’s own costs. The changes to our role and functions will
enable us to run the new scheme with a smaller team of staff. PSAA is a not-forprofit company and any surplus funds will be returned to scheme members.
PSAA will pool scheme costs and charge fees to audited bodies in accordance
with a fair scale of fees which has regard to size, complexity and audit risk.
Pooling means that everyone within the scheme will benefit from the most
competitive prices. Current scale fees are set on this basis. Responses from
audited bodies to recent fee consultations have been positive.
PSAA will continue to consult bodies in connection with any proposals to
establish or vary the scale of fees. However, we will not be able to consult on our
proposed scale of fees until the initial major procurement has been completed
and contracts with audit firms have been let. Fees will also reflect the number of
scheme participants - the greater the level of participation, the better the value
represented by our scale of fees. We will be looking for principal bodies to give
firm commitments to join the scheme during Autumn 2016.

Public Sector

Audit Appointments

The scheme offers
multiple benefits for
participating bodies

We believe that PSAA can deliver a national scheme which offers multiple benefits to
the bodies which take up the opportunity to collaborate across the sector by opting into
scheme membership.
Benefits include:
- assured appointment of a qualified, registered, independent auditor
- appointment, if possible, of the same auditors to bodies involved in significant
collaboration/joint working initiatives or combined authorities, if the parties
believe that it will enhance efficiency and value for money
- on-going management of independence issues
- securing highly competitive prices from audit firms
- minimising scheme overhead costs
- savings from one major procurement as opposed to a multiplicity of small
procurements
- distribution of surpluses to participating bodies
- a scale of fees which reflects size, complexity and audit risk
- a strong focus on audit quality to help develop and maintain the market for the
sector
- avoiding the necessity for individual bodies to establish an auditor panel and to
undertake an auditor procurement
- enabling time and resources to be deployed on other pressing priorities
- setting the benchmark standard for audit arrangements for the whole of the
sector
We understand the balance required between ensuring independence and being
responsive, and will continually engage with stakeholders to ensure we achieve it.

How can you help?

We are keen to receive feedback from local bodies concerning our plans for the
future. Please let us have your views and let us know if a national scheme operated
by PSAA would be right for your organisation.
In particular we would welcome your views on the following questions:
1. Is PSAA right to place emphasis on both quality and price as the essential
pre-requisites for successful auditor appointments?
2. Is three to five years an appropriate term for initial contracts and for bodies
to sign up to scheme membership?
3. Are PSAA’s plans for a scale of fees which pools scheme costs and reflects
size, complexity and audit risk appropriate? Are there any alternative
approaches which would be likely to command the support of the sector?
4. Are the benefits of joining the national scheme, as outlined here, sufficiently
attractive? Which specific benefits are most valuable to local bodies? Are
there others you would like included?
5. What are the key issues which will influence your decisions about scheme
membership?
6. What is the best way of us continuing our engagement with you on these
issues?
Please reply to: generalenquiries@psaa.co.uk

Public Sector
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The following bodies will be eligible to join the proposed national scheme for
appointment of auditors to local bodies:
• county councils in England
• district councils
• London borough councils
• combined authorities
• passenger transport executives
• police and crime commissioners for a police area in England
• chief constables for an area in England
• national park authorities for a national park in England
• conservation boards
• fire and rescue authorities in England
• waste authorities
• the Greater London Authority and its functional bodies.

BOARD MEMBERS
Steve Freer (Chairman), former Chief Executive CIPFA
Caroline Gardner, Auditor General Scotland
Clive Grace, former Deputy Auditor General Wales
Stephen Sellers, Solicitor, Gowling WLG (UK) LLP

CHIEF OFFICER
Jon Hayes, former Audit Commission Associate Controller

www.psaa.co.uk

“Maintaining audit quality is
critically important. We need
experienced audit teams who
really understand our issues.”
– Andrew Burns, Director of
Finance and Resources,
Staffordshire County Council

PSAA Ltd
3rd Floor, Local Government House
Smith Square
London SW1P 3HZ

www.psaa.co.uk
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Appointing person: Frequently asked questions

Question
1. What is an appointing person?

Response
Public Sector Audit Appointments Limited (PSAA) has been
specified as an appointing person under the Local Audit
(Appointing Person) Regulations 2015 and has the power to
make auditor appointments for audits of the accounts from
2018/19 on behalf of principal authorities who opt in, in
accordance with the Regulations. The ‘appointing person’ is
sometimes referred to as the sector-led body.
PSAA is a company owned by the LGA’s Improvement and
Development Agency (IDeA) and was established to operate
the transitional arrangements following closure of the Audit
Commission.
The date by which principal authorities will need to opt into the
appointing person arrangement is not yet finalised. The aim is
to award contracts to audit firms by June 2017, giving six
months to consult with authorities on appointments before the
31 December 2017 deadline. We anticipate that invitations to
opt in will be issued before December 2016.

2. When will invitations to opt in be issued?

In order to maximise the potential economies of scale from
agreeing large contracts with firms, and to manage any auditor
independence issues, PSAA needs as much certainty as
possible about the volume and location of work it is able to offer
to firms. Our provisional timetable suggests that we will need to
start preparing tender documentation early in 2017, so we will
need to know by then which authorities want to be included.

1

Question
3. Who can accept the invitation to opt in?

Response
In accordance with Regulation 19 of the Local Audit (Appointing
Person) Regulations 2015, a principal authority will need to
make the decision to opt in at full council (authority meeting as
a whole), except where the authority is a corporation sole (such
as a police and crime commissioner), in which case the
function must be exercised by the holder of the office.
The Regulations require that once the invitations to opt in have
been issued, there will be a minimum period of eight weeks for
you to indicate acceptance of the invitation. One of the main
benefits of a an appointing person approach is the ability to
achieve economies of scale as a result of being able to offer
larger volumes of work. The greater the number of participants
we have signed up at the outset, the better the economies of
scale we are likely to achieve. This will not prevent authorities
from joining the sector-led arrangements in later years, but they
will need to make their own arrangements to appoint an auditor
in the interim. In order to be in the best position we would
encourage as many authorities as possible to commit by
accepting the invitation within the specified timeframe.
The option to join the appointing person scheme will be open to
all principal local government authorities listed under Schedule
2 of the Local Audit and Accountability Act 2014. There will not
be a fee to join the sector-led arrangements. The audit fees
that opted-in bodies will be charged will cover the costs to
PSAA of appointing auditors and managing the arrangements.
We believe that audit fees achieved through large contracts will
be lower than the costs that individual authorities will be able to
negotiate. In addition, by opting into the PSAA offer, authorities
will avoid the costs of their own procurement and the

4. Can we join after it has been set up or do we have to join at
the beginning?

5. Will membership be free for existing members of the LGA?

2

Question

Response
requirement to set up an auditor panel with independent
members.
We have not yet finalised the governance arrangements and
we are considering the options, including how best to obtain
stakeholder input. We are considering establishing a
stakeholder engagement panel or advisory panel which can
comment on our proposals. PSAA continues to work in
partnership with the LGA in setting up the appointing person
scheme and you can feed in comments and observations to
PSAA by emailing generalenquiries@psaa.co.uk and via the
LGA and their Principal Advisors.
The audit contracts between PSAA and the audit firms will
require firms to deliver audits compliant with the NAO Code of
Audit Practice. We are aware that authorities would like to
understand how performance and delivery will be monitored
and managed. This is one of the issues that could be discussed
with the stakeholder advisory panel (see Q6).
The optimal length of contract between PSAA and firms has not
been decided. We would welcome views on what the sector
considers the optimal length of audit contract. We anticipate
that somewhere between three and five years would be
appropriate.
Local authority group accounts are part of the accounts
produced under the CIPFA SORP and are subject to audit in
line with the NAO Code of Audit Practice. They will continue to
be part of the statutory audit.

6. How will we be able to influence the development of the
appointing person scheme and associated contracts with
audit firms?

7. Will there be standard contract terms and conditions?

8. What will be the length of the contracts?

9. In addition to the Code of Audit Practice requirements set
out by the NAO, will the contract be flexible to enable
authorities to include the audit of wholly owned companies
and group accounts?

Company audits are subject to the provisions of the Companies
Act 2006 and are not covered by the Local Audit (Appointing
Person) Regulations 2015. Local authority companies will be
3

Question

Response
able to appoint the same audit firm as PSAA appoints to
undertake the principal body audit, should they so wish.
PSAA will run the tendering exercise, and will evaluate bids
and award contracts. PSAA will consult authorities on individual
auditor appointments. The appointment of an auditor
independently of the body to be audited is an important feature
of the appointing person arrangements and will continue to
underpin strong corporate governance in the public sector.
The fee for the audit of a body that opts in will reflect the size,
audit risk and complexity of the work required. PSAA will
establish a system for setting the fee which is fair to all opted-in
authorities. As a not-for-profit organisation, PSAA will be able
to return any surpluses to participating authorities after all costs
have been met.
PSAA will be able to make appointments to all principal
authorities listed in Schedule 2 of the Local Audit and
Accountability Act 2014 that are ‘relevant authorities’ and not
excluded as a result of being smaller authorities, for example
parish councils.

10. Will bodies that opt in be able to seek information from
potential suppliers and undertake some form of evaluation
to choose a supplier?

11. Will the price be fixed or will there be a range of prices?

12. We have shared service arrangements with our
neighbouring bodies and we are looking to ensure that we
share the same auditor. Will the appointing person scheme
allow for this?

In setting up the new arrangements, one of our aims is to make
auditor appointments that take account of joint working and
shared service arrangements. PSAA will seek information on
such arrangements to allow it to make a sensible distribution of
appointments.
The requirement for joint committees to produce statutory
accounts ceased after production of the 2014/15 accounts and
they are therefore not listed in Schedule 2. Joint committees
that have opted to produce accounts voluntarily and obtain

13. We have a joint committee which no longer has a statutory
requirement to have an external auditor but has agreed in
the interests of all parties to continue to engage one. Is it
possible to use this process as an option to procure the
external auditor for the joint committee?
4

Question

Response
non-statutory assurance on them will need to make their own
local arrangements.
The number of firms eligible to undertake local public audit will
be regulated through the Financial Reporting Council and the
recognised Supervisory Bodies (RSBs). Only appropriately
accredited firms will be able to bid for appointments whether
that is through PSAA or an auditor panel. The seven firms
appointed by PSAA and the Audit Commission generally
maintain a dedicated public sector practice with staff trained
and experienced in public sector work.

14. How will the appointing person scheme ensure audit firms
are not over-stretched and that the competition in the
market place is increased?

One of the advantages of the appointing person option is to
make appointments that help to ensure that each successful
firm has a sufficient quantum of work to make it possible for
them to invest in public sector specific training, maintain a
centre of excellence or hub that will mean:
 firms have a regional presence;
 greater continuity of staff input; and
 a better understanding the local political, economic and
social environment.
PSAA will organise the contracts so that there is a minimum
number of firms appointed nationally. The minimum is probably
four or five (depending on the number of bodies that opt in).
This is required, not just to ensure competition and capacity,
but because each firm is required to comply with the FRC’s
ethical standards. This means that an individual firm may not
be appointable for ‘independence’ reasons, for example,
because they have undertaken consultancy work at an audited
body. PSAA will consult on appointments that allow each firm a

15. Will the appointing person scheme contract with a number
of different audit firms and how will they be allocated to
authorities?
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Question

Response
balanced portfolio of work subject to independence
considerations.
PSAA will seek feedback on its auditors as part of its
engagement with the sector. PSAA will continue to have a clear
complaints process and will also undertake contract monitoring
of the firms it appoints.
We expect the key points in the timetable to be broadly:
 establish an overall strategy for procurement - by 31
October 2016;
 achieve ‘sign-up’ of scheme members - by early January
2017;
 invite tenders from audit firms - by 31 March 2017;
 award contracts - by 30 June 2017;
 consult on and make final auditor appointments - by 31
December 2017; and
 consult on, propose audit fees and publish fees - by 31
March 2018.
PSAA is wholly owned by the IDeA (the IDeA is wholly owned
by the LGA). PSAA will continue to operate as an independent
company, although there will be changes to its governance
arrangements and its founding documents to reflect the fact
that it will be an appointing person rather than a transitional
body.
Opting into the appointing person scheme will remove the need
to set up an auditor panel. This is set out in the Local Audit and
Accountability Act 2014 and the Local Audit (Appointing
Person) Regulations 2015.

16. What will be the process to feed in opinions from
customers of current auditors if there are issues?

17. What is the timetable for set up and key decisions?

18. What are the terms of reference of the appointing person?

19. Will the appointing person take on all audit panel roles and
therefore mitigate the need for there to be one in each
individual authority?
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JOINT AUDIT RISK AND ASSURANCE COMIITTEE
22 SEPTEMBER 2016
REPORT OF THE INTERNAL AUDITOR
7A:

INTERNAL AUDIT PROGRESS REPORT 2016/17

1.

PURPOSE OF THE REPORT

1.1

To receive a progress report from the internal auditors on their work to date
this during this financial year.

1.2

This report is in a new format which includes each audit report in full as an
Annex, rather than under separate reporting cover.

2.

INFORMATION AND ANALYSIS
Progress report

2.1

As part of the management of the internal audit process, a progress report is
provided to each meeting of the JARAC. Attached at APPENDIX A to this
report is the latest progress report dated September 2016.

2.2

The report shows a summary of progress against the Internal Audit plan,
including the status of the audit assignment reports produced in this quarter.

2.3

The opinions issued and the actions by priority are categorised into either
Priority 1 (Fundamental), Priority 2 (Significant) or Priority 3 (Housekeeping).

2.4

In some cases the audit is advisory and no opinion is issued.

2.5

The table below shows a summary of the recommendations and overall
assurance opinion for each of the assignment audits covered in this report.
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Annex to
the report
Annex A

Annex B

Annex C

Annex D

Annex E

2.7

Name of audit
undertaken
Officers in Kind

Covert Payments

PCC Board
Governance

Firearms
Licensing
National
Undercover
Policing Inquiry

Assurance
Opinion

Recommendations
P1 Fundamental

0

P2 Significant

0

P3 Housekeeping

3

P1 Fundamental

0

P2 Significant

2

P3 Housekeeping

1

P1 Fundamental

0

P2 Significant

3

P3 Housekeeping

4

P1 Fundamental

0

P2 Significant

2

P3 Housekeeping

2

P1 Fundamental

0

P2 Significant

1

P3 Housekeeping

0
0

Annex F

Workforce
Planning

P1 Fundamental

Annex G

Divisional
Regulatory
Checks

Advisory

Significant

n/a

n/a

Satisfactory

Satisfactory

Satisfactory
n/a

Members are directed to reviewing the covering progress report and each
detailed audit assignment.

2.8

The committee can consider if it can take assurance that the controls upon
which the organisation relies to manage each of the audit activities are
suitably designed, consistently applied and effective as detailed in each of the
Annexes to the report.

2.9

The report will be presented by a representative from Mazars. JARAC
Members will then have the opportunity to question the internal auditor.

2
\\Srvsdrive01\fhq\HQ\OPCC\Governance & Strategic Planning\JARAC\2016\September 2016\Agenda Item 7A Internal Audit
Progress Report Sept 2016 fv.docx

AGENDA ITEM 7A
JOINT AUDIT RISK AND ASSURANCE COMMITTEE
22 SEPTEMBER 2016

2.10

There is an opportunity to review the content of the audit plan to ensure it
continues to be fit for purpose.

3.

RECOMMENDATIONS
i.

That the Committee takes assurance that the internal audit plan
addresses relevant matters and is being delivered as expected, as
detailed in the progress report at Appendix A to the report.

ii.

It is recommended that the committee take assurance that the controls
upon which the organisation relies to manage Officers in Kind are
suitably designed, consistently applied and effective as detailed in
Annex A to the report.

iii.

It is recommended that the committee take assurance that the controls
upon which the organisation relies to manage the commissioning of
covert payments are suitably designed, consistently applied and
effective, as detailed in Annex B to the report.

iv.

It is recommended that the committee take assurance that the controls
upon which the organisation relies to manage PCC Board governance
are suitably designed, consistently applied and effective, as detailed in
Annex C to the report.

v.

It is recommended that the committee take assurance that the controls
upon which the organisation relies to manage firearms licensing are
suitably designed, consistently applied and effective, as detailed in
Annex D to the report.

vi.

It is recommended that the committee take assurance that the controls
upon which the organisation relies to manage the national undercover
policing enquiry are suitably designed, consistently applied and
effective, as detailed in Annex E to the report.
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vii.

It is recommended that the committee take assurance that the controls
upon which the organisation relies to manage workforce planning are
suitably designed, consistently applied and effective, as detailed in
Annex F to the report.

viii.

It is recommended that the committee take assurance that the controls
upon which the organisation relies with regards to the maintenance and
security of cash (petty and seized) and seized property to manage
workforce planning are consistently applied and effective as detailed in
Annex G to the report.

4.

IMPLICATIONS

All implications are assessed and scored to the table below.
HIGH – supporting explanation and narrative required and to be contained
within the report
MEDIUM – narrative to be contained within the report at the discretion of the
author
LOW – no narrative required

LOW
Crime & Disorder

X

Environmental

X

Equality & Diversity

X

Financial

X

Health & Safety

X

Human Rights

X

Legal

X

Personnel

X

MEDIUM

HIGH

Contact details

Name: Helen Boffy

in the event

External telephone number: 0300 122 6005

of enquiries

Email address: Helen.boffy.4808@derbyshire.pnn.police.uk
4
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BACKGROUND PAPERS
1.

Internal Audit Plan 2015/16 and 2016/17

ATTACHMENTS
Appendix A. Internal Audit Progress Report September 2016, Mazars
Annex A

Officers in Kind

Annex B

Covert Payments

Annex C

PCC Board Governance

Annex D

Firearms Licensing

Annex E

National Undercover Policing Inquiry

Annex F

Workforce Planning

Annex G

Divisional Regulatory Checks
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Office of the Police & Crime Commissioner for Derbyshire and Derbyshire
Police
Internal Audit Progress Report 2016/17
September 2016
Presented to the Joint Audit, Risk & Assurance Committee meeting of: 22nd September 2016

APPENDIX A TO AGENDA ITEM 7A, JARAC
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01 Introduction
1.1

The purpose of this report is to update the Joint Audit, Risk & Assurance Committee (JARAC) as to the progress in respect of the Operational Plan
for the year ended 31st March 2016, together with progress on delivering the 2016/17 Internal Audit Plan which was considered and approved by
the JARAC at its meeting on 3rd March 2016.

1.2

The Police and Crime Commissioner and Chief Constable are responsible for ensuring that the organisations have proper internal control and
management systems in place. In order to do this, they must obtain assurance on the effectiveness of those systems throughout the year, and are
required to make a statement on the effectiveness of internal control within their annual report and financial statements.

1.3

Internal audit provides the Police and Crime Commissioner and Chief Constable with an independent and objective opinion on governance, risk
management and internal control and their effectiveness in achieving the organisations’ agreed objectives. Internal audit also has an independent
and objective advisory role to help line managers improve governance, risk management and internal control. The work of internal audit,
culminating in our annual opinion, forms a part of the OPCC and Forces’ overall assurance framework and assists in preparing an informed
statement on internal control.

1.4

Responsibility for a sound system of internal control rests with the Police and Crime Commissioner and Chief Constable and work performed by
internal audit should not be relied upon to identify all weaknesses which exist or all improvements which may be made. Effective implementation of
our recommendations makes an important contribution to the maintenance of reliable systems of internal control and governance.

1.5

Internal audit should not be relied upon to identify fraud or irregularity, although our procedures are designed so that any material irregularity has a
reasonable probability of discovery. Even sound systems of internal control will not necessarily be an effective safeguard against collusive fraud.

1.6

Our work is delivered is accordance with the Public Sector Internal Audit Standards (PSIAS).

1

02 Summary of internal audit work to date
2.1

As reported in the last progress report, as part of the 2015/16 Internal Audit Plan, Internal Audit were tasked with undertaking four audits of
collaborative arrangements across the region. Further to the last progress report, where we had issued one final collaborative report in respect of
Forensics, we have now issued the final reports in respect of the other three audits. Further details are provided in Appendix 1, whilst a summary
is provided below.
Collaboration 2015/16
Audits

2.2

Report
Status

Assurance
Opinion

Priority 1
(Fundamental)

Priority 2
(Significant)

Priority 3
Total
(Housekeeping)

Forensics

Final

Satisfactory

-

3

2

5

Officers in Kind

Final

Significant

-

-

3

3

Covert Payments

Final

N/A

-

2

1

3

PCC Board Governance

Final

N/A

-

3

4

7

Total

-

8

10

18

We have issued three final reports in respect of the 2016/17 plan since the last progress report to the JARAC, these being in respect of Firearms
Licensing, National Undercover Policing Enquiry and Workforce. Additionally, a draft report has been issued in respect of Divisional Regulatory
Checks and we await management’s response. Further details are provided in Appendix 2.
Derbyshire 2016/17 Audits

Report
Status

Assurance
Opinion

Priority 1
(Fundamental)

Priority 2
(Significant)

Priority 3
Total
(Housekeeping)

Risk Management

Final

Significant

-

-

1

1

POCA Follow-up

Final

N/A

-

-

-

-

Firearms Licensing

Final

Satisfactory

-

2

2

4

National Undercover Policing
Inquiry

Final

Satisfactory

-

1

-

1

2

Workforce Planning

Final

Divisional Regulatory Checks

Draft

Satisfactory

-

4

1

5

Total

0

7

4

11

2.3

Terms of reference and planned fieldwork dates have been agreed with regards the audits of Core Financial Systems, Payroll and Partnerships.
Additionally, we are in the process of agreeing the scope and fieldwork dates for the audits of Estates Management and IT Security. Further details
are provided within Appendix A3.

2.4

Following discussions between the OPCC Chief Financial Officers and the Chairs of the joint committees, five specific areas have been identified in
terms of the collaborative audits for 2016/17. In each case a lead officer (OPCC CFO) has been identified as a single point of contact. The initial
reviews will look at the business plan and S22 agreement in terms of whether it is being delivered and is fit for purpose going forward; the scope will
also include value for money considerations and arrangements for managing risk. The areas of collaboration that will form the focus of these initial
reviews are:






EMCHRS Transactional Services
EM Legal Services
EMOpSS
EMS Commercial Unit
EMSOU

3

03 Performance
3.1

The following table details the Internal Audit Service performance for the year to date measured against the key performance indicators that were
set out within Audit Charter. This list will be developed over time, with some indicators either only applicable at year end or have yet to be
evidenced.
No

Indicator

Criteria

Performance

1

Annual report provided to the JARAC

As agreed with the Client Officer

N/A

2

Annual Operational and Strategic Plans to the JARAC

As agreed with the Client Officer

Achieved

3

Progress report to the JARAC

7 working days prior to meeting.

Achieved

4

Issue of draft report

Within 10 working days of completion
of final exit meeting.

100% (6/6)

5

Issue of final report

Within 5 working days of agreement
of responses.

100% (5/5)

6

Follow-up of priority one recommendations

90% within four months. 100% within
six months.

7

Follow-up of other recommendations

100% within 12 months of date of
final report.

Achieved

8

Audit Brief to auditee

At least 10 working days prior to
commencement of fieldwork.

100% (9/9)

9

Customer satisfaction (measured by survey)

85% average satisfactory or above

100% (1/1)

N/A

4

5

Appendix A1 – Summary of Collaboration Reports 2015/16
Below we provide brief summaries of the three collaboration final audit reports that were in draft at the time of the
previous progress report:
Officers in Kind
Assurance Opinion

Significant

Recommendation Priorities
Priority 1 (Fundamental)

-

Priority 2 (Significant)

-

Priority 3 (Housekeeping)

3

The East Midlands Specials Operation Unit (EMSOU) is a regional tasking structure where officers from each of the
five forces can be assigned to EMSOU on an ad hoc basis to investigate certain crimes. The resources for EMSOU are
separated into two types of posts:
•
•

Funded Posts
Officers in Kind

The salary costs of Force Officers in funded posts will be reimbursed to the forces from EMSOU’s budget whilst the
salary costs of ‘in kind’ posts will be borne by each individual force.
The Section 23 Collaboration agreement that is in place states that the funding of these ‘in kind’ posts are to be
attributed to each force based on the formula grant that each force received as a percentage of the total of the five
forces grant combined.
However, as the number of officers seconded to work for EMSOU may not precisely reflect the above split, the
agreement states that year-end adjustments are to be made to account for forces that have provided officers above or
below their allocation. The adjustments take into account actual staffing costs incurred by Forces taking into account
the ranks of officer provided.
Our audit considered the following area objectives:
•
•
•
•
•
•
•
•

There are clear and agreed procedures in place between EMSOU and each regional force with regards the
funding model for officers in kind.
Costings in respect of officer in kind funding are understood, accurate, supported by a clear funding model
and are communicated to the regional forces in a timely manner.
Estimates of each forces contribution are given at the outset and supported by monthly outturn projections.
Charges made to the regional forces are supported by clear documentation / funding assumptions.
Variations to the number and grade of officers provided by each regional force are taken into account within
the funding model, including year-end adjustments.
There is clear, timely and complete management information in place to support the funding model and to
enable forces to manage their budgets.
Each regional force has sound budget processes in place that enable them to manage officer in kind
payments, including projected year-end adjustments.
The current accounting procedure and process for the treatment of Officers in Kind is an efficient and effective
model for the secondment of officers working in regional units.
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We raised three priority 3 recommendations of a housekeeping nature. These are set out below:
A timetable for the year should be agreed and shared with the Forces to give them more notice of when their
Officers in Kind returns are due.
Once SMT have reviewed the Officer in Kind forecasts they should be emailed to the Forces to assist them by
having a monthly update rather than await the quarterly meeting.
The current year-end adjustments made under the Officers in Kind funding model should be reviewed with
alternative approaches considered, including:

•
•
•




Removing the year-end adjustments for Officers in Kind contributions, accepting that some Forces will
over allocate and some will under allocate but across all East Midlands collaboration work the costs are
fairly spread.
Agreeing with the five forces a different methodology for the current ratios of resources expected e.g.
use other indicators outside of the size of formula grant.

Management confirmed that most actions will be undertaken by 31st August, although some may take to the end of the
financial year.
Covert Payments
Assurance Opinion

N/A

Recommendation Priorities
Priority 1 (Fundamental)

-

Priority 2 (Significant)

2

Priority 3 (Housekeeping)

1

The East Midlands Specials Operation Unit (EMSOU) is a regional tasking structure where officers from each of the
five forces can be assigned to EMSOU on an ad hoc basis to investigate certain crimes.
The Covert Unit is one of the branches of EMSOU and due to the sensitive nature of their work it has a variety of
separate systems in place to protect the identity of Covert Officers, the locations in which they operate and the
payments made in relation of their work.
The Covert Unit have a small Finance and Admin Team who manage the finances of the unit using SAGE accounting
software however it is not operated like a standard financial system with supplier set up and payments made out of it.
Instead, a series of designated bank accounts are set up with transfers made via internet banking, with the
transactions entered in the SAGE system to account for movement of funds.
The audit review considered the following control objectives:
•
•
•
•
•
•
•
•

Procedures and policies are in place to support the effective administration of the function and are
communicated to all relevant staff.
There are clear and understood procedures in place for the authorization and setting up of bank accounts.
Transfers between bank accounts are approved and documented.
Systems and data are adequately protected to reduce the risk of them being open to abuse.
New and amended vendor details can only be processed by authorised officers.
There are agreed and effective processes in place for the authorisation of covert payments.
Payments made in respect of covert activities are valid and appropriate.
There are effective controls in place with regards accounting for covert payments.
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•

Timely and accurate management / payment information is available to support the delivery of covert
activities.

We raised two priority 2 recommendations where we believe there is scope for improvement within the control
environment. These are set out below
•
•

EMSOU should research the possibility of utilising business online banking where segregation of duty for
authorising payments is possible.
A regular review of payees on the bank accounts should be completed to ensure that no inappropriate
amendments or additions of payees have been made on the covert bank accounts.

We also raised a housekeeping issue with regards signing and dating invoices.
Management confirmed that all actions will be undertaken by the end of October 2016.
PCC Board Governance
Assurance Opinion

N/A

Recommendation Priorities
Priority 1 (Fundamental)

-

Priority 2 (Significant)

3

Priority 3 (Housekeeping)

4

The East Midlands Police and Crime Commissioners Board was established in 2012. Membership of the
Board comprises the Police and Crime Commissioners, Chief Constables, the Regional Deputy Chief
Constable and Office of the Police and Crime Commissioner (OPCC) Chief Executives. The Board meets on
a bi-monthly basis with the Chairmanship held by one of the five PCC’s and rotated on an annual basis.
The Boards initial remit (as per the 2012 Terms of Reference) included the review of financial and
performance reports at each of its meetings and oversee the development of strategic collaborations and
ensure appropriate financial and administrative infrastructures are in place to support regional activities.
Our audit considered the following area objectives:
•
•
•
•
•

Governance Arrangements - There are defined arrangements for the Board with documented roles and
responsibilities, accountability and decision making processes. Structure of meetings is effective and
outcomes, actions and decisions are well documented.
Collaboration Arrangements - There is effective oversight of Section 22 collaboration arrangements to ensure
the effective use of resources and delivery of required outcomes.
Decision Making - Decision making processes are clearly defined and operate effectively to ensure
transparency in terms of value for money and effective use of resources.
Change Management - Horizon scanning is undertaken to ensure informed change managements.
Considerations of changes in responsibility and ‘churn’ of officers is embedded with the board operations.
Performance Management and Accountability - There is a consistent approach to performance management
and ensuring accountability of Chief Constables. Financial planning and budget approval for regional
collaboration is consistent and effective.
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We raised three priority 2 recommendations where we believe there is scope for improvement within the control
environment. These are set out below
•

A Governance Framework should be produced to support the operation of the PCC Board. This should define
and consider, as a minimum,:
Objective, role and purpose of the Board;
Strategic oversight arrangements;
Reporting requirements (operational and financial);
Clear accountability and delegations for collaboration activity;
Compliance management procedures
Decision making processes; and
Risk management processes.

•

A Strategic Plan should be produced to provide oversight of the current collaboration arrangements,
associated activity and future direction or creation of new collaborations.
It would be beneficial for the strategic plan to illustrate a high level overview of each existing collaboration
alongside, for example, key targets and milestones, financial budgets/ associated costings, any required
efficiency savings and any significant change or transformation considerations.
There is also an opportunity for the plan to be supported by a Strategic Risk Register developed as part of the
Controls Assurance Statement work being progressed with RSM.
The plan and risk register should be updated on a quarterly basis and presented to the PCC Board to enable
oversight of all collaborative activity in a consistent and regular format.

•

The current performance reports should be reviewed by the Board to establish:
-

High level aims and objectives of each collaboration;
Quantifiable targets to support these aims and objectives;
Reporting of targets against aims and objectives; and
Value for money assessments.

Where collaborations are operating as business as usual, a high level performance reporting template should
be used to evidence that operations are meeting their aims and objectives.
We also raised four housekeeping issues with regards the Board’s Terms of Reference and Work Programme, the
decision making process and value for money.
Management confirmed that all actions will be undertaken by the end of the financial year.
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Appendix A2 – Summary of Reports 2016/17
Below we provide brief outlines of the work carried out, a summary of our key findings raised and the assurance
opinions given in respect of the final report issued since the last meeting of the last progress report:
Firearms Licensing
Assurance Opinion

Satisfactory

Recommendation Priorities
Priority 1 (Fundamental)

-

Priority 2 (Significant)

2

Priority 3 (Housekeeping)

2

Our audit considered the following risks relating to the area under review:
•
•
•
•
•
•
•
•

Failure to implement a sound governance framework leading to non-compliance with key law, regulations,
internal policies and procedures.
Clearly defined policies and/or procedures are not in place resulting in ineffective and inefficient working
practices.
Applications and renewals are not suitably vetted as part of the approval process leading to inappropriate
issuing of licenses.
Applications and renewals are not authorised in accordance with the approved firearms licensing process
leading to inappropriate issuing of licenses.
Payments are not received in accordance with the agreed rates and are not properly accounted for leading to
a financial loss to the force.
Clear procedures are not in place in respect of the revoking of licences leading to inappropriate revocations.
There is not an agreed process for home / security inspections with regards the holding of firearms leading to
unsafe securing of firearms.
Performance information is not available and is not reviewed resulting in ineffective administration of the
firearms licensing process.

In reviewing the above risks, our audit considered the following areas:
•
•
•
•

Internal Force Governance
Policies and Procedures
Applications and Renewals
License Holders

We raised two priority 2 recommendations where we felt that controls could be strengthened. These related to the
following:
•
•

The current procedural guidance should cover all key aspects of the firearms licensing process. The guidance
should be reviewed and updated on at least an annual basis to ensure it remains fit for purpose.
Upon notification of a change of address by the license holder, a mandatory visit by the Firearms Enquiry
Officer should be conducted to confirm the new storage security arrangements for Firearms/Shotguns.
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We also raised a further two priority 3 recommendations of a more housekeeping nature relating the performance
information and evidence of lodging weapons.
Management acknowledged the recommendations that were raised although have decided that no further action would
be taken as it was felt that risks were being managed to acceptable levels.
National Undercover Policing Enquiry
Assurance Opinion

Satisfactory

Recommendation Priorities
Priority 1 (Fundamental)

-

Priority 2 (Significant)

1

Priority 3 (Housekeeping)

-

Our audit considered the risks relating to the following areas under review:
•
•
•
•
•
•

Clearly defined policies and procedures are in place which govern the financial arrangements for the national
inquiry and are reviewed and updated on a regular basis, in line with any changes to the inquiries scope.
An approved budget setting process is in place to include timetables, allocation of funds to achieve outcomes
and monitoring procedures.
Robust monitoring (including forecasting) and reporting processes are in place to ensure that initial budgets are
adhered to, with any variances reported accordingly.
Additional funds required from other forces are timely identified and communicated.
There are effective processes and controls in place with regards the approval of expenditure, re-charging and
accounting for costs associated with the inquiry.
Effective reporting routines are in place at Senior Management, Force and OPCC level. Budgets are regularly
monitored and variances analysed and communicated so as to minimise the risk of budget under/overspend.

We raised the one priority 2 recommendation where we felt that controls could be strengthened. This related to the
following:
•

The Force should adopt a regular formal reporting format to ensure budget is being monitored and reported on
a regular basis.

Management have confirmed that action has been taken to address the issue raised.
Workforce Planning
Assurance Opinion

Satisfactory

Recommendation Priorities
Priority 1 (Fundamental)

-

Priority 2 (Significant)

4

Priority 3 (Housekeeping)

1
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Our audit considered the risks relating to the following areas under review:
• Governance arrangements for Workforce Planning are clearly defined, including roles and responsibilities, risk
management processes, decision making and reporting arrangements.
• There are robust succession planning processes in place which identify and develop officers and provide
structured opportunities for secondments and promotions for employees who are prepared to assume these roles
as they become available.
• Key roles are identified within the organisation and relevant succession plans are put in place to address these.
• There are robust recruitment planning processes in place which identify the current and future police officer
numbers
• The Force are engaged in regular communication with the workforce to understand current engagement levels
which will drive strategy to ensure they retain key staff and key skills needed.
• The Force has a robust talent programme that is linked with key risks to ensure that the future needs of the
organisation can be met.
• The Force regularly undertakes skills analysis to identify any areas of concern, with appropriate action plans put
in place to address them.
We raised four priority 2 recommendations where we felt that controls could be strengthened. These related to the
following:
• Appropriate succession plans should be put in place to ensure that skills and knowledge to create and maintain
key data in respect of workforce planning is not lost.
• The Force should consider adopting a relevant IT system that would allow relevant data to be stored easily and
provide detailed information to aid in decision making.
• The authorisation to proceed with recruitment should be clearly documented.
• A robust process of identifying talent should be put in place.
We also raised a further priority 3 recommendation of a more housekeeping nature relating talent management.
Management have confirmed that actions will be taken to address the above by October 2016.
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Appendix A3 Internal Audit Plan 2016/17
Auditable Area

Planned
Fieldwork
Date

Draft Report
Date

Final Report
Date

Target
JARAC

Comments

Core Assurance
Core Financials

Oct 2016

Dec 2016

Planned to commence 10 Oct.

Payroll

Nov 2016

Mar 2017

Carried out as part of the Leicestershire
Police audit starting 7 Nov.

Regulatory Checks – Divisions

Aug 2016

Sept 2016

Draft report issued.

Governance

Jan 2017

Risk Management

June 2016

Sept 2016

Mar 2017
June 2016

June 2016

July 2016

Final report issued.

Mar 2017

Currently scoping the audit, with agreed
fieldwork in Jan.

Sept 2016

Final report issued.

Strategic & Operational Risk
IT Security

Jan 2016

Firearms Licensing

May 2016

Partnerships

Nov 2016

Mar 2017

Planned to commence 10 Oct.

Estates Management

Dec 2016

Mar 2017

Currently scoping the audit, with agreed
fieldwork in Dec.

National Undercover Policing
Enquiry

June 2016

June 2016

July 2016

Sept 2016

Final report issued.

Workforce Planning

July 2016

July 2016

July 2016

Sept 2016

Final report issued.

May 2016

July 2016
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Auditable Area

Planned
Fieldwork
Date

Draft Report
Date

Final Report
Date

Target
JARAC

Comments

Collaboration
EMCHRS Transactional Services

Sept 2016 – Jan
2017

Dec 2016 & Mar
2017

EM Legal Services

Sept 2016 – Jan
2017

Dec 2016 & Mar
2017

EMOpSS

Sept 2016 – Jan
2017

Dec 2016 & Mar
2017

EMS Commercial Unit

Sept 2016 – Jan
2017

Dec 2016 & Mar
2017

EMSOU

Sept 2016 – Jan
2017

Dec 2016 & Mar
2017

Generic terms of reference has been issued
to the five CFO’s for comment.

Other
POCA Follow-up

June 2016

June 2016

June 2016

July 2016

Final report issued.
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Appendix A4 – Definition of Assurances and Priorities
Definitions of Assurance Levels
Assurance Level
Significant
Assurance:

Satisfactory
Assurance:

Limited Assurance:

No Assurance

Adequacy of system
design

Effectiveness of
operating controls

There is a sound system
of internal control
designed to achieve the
Organisation’s objectives.

The control processes
tested are being
consistently applied.

While there is a basically
sound system of internal
control, there are
weaknesses, which put
some of the
Organisation’s objectives
at risk.

There is evidence that
the level of noncompliance with some
of the control processes
may put some of the
Organisation’s
objectives at risk.

Weaknesses in the
system of internal
controls are such as to
put the Organisation’s
objectives at risk.

The level of noncompliance puts the
Organisation’s
objectives at risk.

Control processes are
generally weak leaving
the processes/systems
open to significant error
or abuse.

Significant noncompliance with basic
control processes
leaves the
processes/systems
open to error or abuse.

Definitions of Recommendations
Priority

Description

Priority 1
(Fundamental)

Recommendations represent fundamental control
weaknesses, which expose the organisation to a high
degree of unnecessary risk.

Priority 2
(Significant)

Recommendations represent significant control
weaknesses which expose the organisation to a moderate
degree of unnecessary risk.

Priority 3
(Housekeeping)

Recommendations show areas where we have highlighted
opportunities to implement a good or better practice, to
improve efficiency or further reduce exposure to risk.
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Appendix A5 - Contact Details

Contact Details
Mike Clarkson

Brian Welch

07831 748135
Mike.Clarkson@Mazars.co.uk

07780 970200
Brian.Welch@Mazars.co.uk
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A6 Statement of Responsibility

Status of our reports

The responsibility for maintaining internal control rests with management, with internal audit providing a
service to management to enable them to achieve this objective. Specifically, we assess the adequacy of the
internal control arrangements implemented by management and perform testing on those controls to ensure
that they are operating for the period under review. We plan our work in order to ensure that we have a
reasonable expectation of detecting significant control weaknesses. However, our procedures alone are not a
guarantee that fraud, where existing, will be discovered.
The contents of this report are confidential and not for distribution to anyone other than the Office of the Police
and Crime Commissioner for Derbyshire and Derbyshire Police. Disclosure to third parties cannot be made
without the prior written consent of Mazars LLP.
Mazars LLP is the UK firm of Mazars, an international advisory and accountancy group. Mazars LLP is
registered by the Institute of Chartered Accountants in England and Wales to carry out company audit work.
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Final Internal Audit Report
Officers in Kind
August 2016
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A1 Audit Information
A2 Statement of Responsibility
If you should wish to discuss any aspect of this report, please contact Brian Welch, Senior Manager,
brian.welch@mazars.co.uk or Mike Clarkson, Director, mike.clarkson@mazars.co.uk

01 Introduction
As part of the Internal Audit Plans for 2015/16 for the Office of the Police and
Crime Commissioners for Derbyshire, Leicestershire, Lincolnshire,
Northamptonshire & Nottinghamshire Police Forces, a piece of collaboration
work with regard to the controls and processes in place in respect of the
Officers in Kind arrangements for the East Midlands Special Operations Unit
(EMSOU) has been carried out.

The EMSOU budget is ratified annually by the East Midlands Police & Crime
Commissioners Board (EMPCCB) which consists of the Police and Crime
Commissioner from each of the five forces.
The resources for EMSOU are separated into two types of posts:
•
•

Funded Posts
Officers in Kind

The specific areas that formed part of this review included: collaboration
agreements in place, costings and financial monitoring processes, accuracy
of data used, the individual forces budgeting process and the efficiency and
effectiveness of year-end adjustments.

The salary costs of Force Officers in funded posts will be reimbursed to the
forces from EMSOU’s budget whilst the salary costs of ‘in kind’ posts will be
borne by each individual force.

We engaged with a number of staff members across all five forces and staff
at EMSOU during the review and are grateful for their assistance during the
course of the audit.

The Section 23 Collaboration agreement that is in place states that the
funding of these ‘in kind’ posts are to be attributed to each force based on the
formula grant that each force received as a percentage of the total of the five
forces grant combined.

02 Background
The East Midlands Specials Operation Unit (EMSOU) is a regional tasking
structure where officers from each of the five forces can be assigned to
EMSOU on an ad hoc basis to investigate certain crimes. There are currently
five main branches of EMSOU:
•
•
•
•
•

However, as the number of officers seconded to work for EMSOU may not
precisely reflect the above split, the agreement states that year-end
adjustments are to be made to account for forces that have provided officers
above or below their allocation. The adjustments take into account actual
staffing costs incurred by Forces taking into account the ranks of officer
provided.

Serious and Organised Crime (EMSOU-SOC)
Major Crime (EMSOU-MC)
Special Branch (EMSOU-SB)
Forensic Services (EMSOU-FS)
Regional Review Unit (RRU)
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03 Key Findings

Priority

Assurance on adequacy and effectiveness of internal controls

Significant Assurance

Examples of areas where controls are operating reliably
•
•
•
•
•
•
•
•

A Section 23 agreement is in place which clearly states the current funding
model and the agreement has been signed by all five Forces;
EMSOU Finance request returns from each Force on a monthly basis in order
to complete overall monitoring of Officers in Kind;
Testing of the figures submitted by the Forces on a monthly basis found they
were accurately submitted from their individual payroll systems;
Year-end adjustments for Officers in Kind are forecast on a monthly basis.
Variations to the EMSOU Establishment with officers leaving and joining were
correctly and accurately accounted for.
Previous (2014/15) year-end adjustments were correctly prepared.
Senior management team meetings are held within EMSOU which review the
Officers in Kind position on a monthly basis.
A quarterly meeting is held between EMSOU Head of Finance and the Heads
of Finance from across all five Forces. The Officers in Kind position is discussed
at these meetings, including year-end adjustment forecasts.

Number of recommendations

1 (Fundamental)

-

2 (Significant)

-

3 (Housekeeping)

3

TOTAL

3

Risk Management
The Section 23 agreement signed by all five forces includes the financing
arrangements for EMSOU, including the basis for year-end adjustments for officers
in kind posts, so that forces are aware of how the financial arrangements are
calculated.
The EMSOU budget is ratified by the EMPCCB (East Midlands Police & Crime
Commissioners Board) and this includes reference to force establishment lists so
that forces are aware of their obligation to provide officers at certain ranks in line
with this.
Individual Forces are requested to provide officer in kind staffing costs each month
which are then collated and summarised to show the full EMSOU officers in kind
summary. This includes staff costs for the month, with adjustments made for
movement in EMSOU staffing such as officer returning from EMSOU to their home
force.
A year-end forecast based on these returns is produced and then a forecasted yearend adjustment figure for each Force is prepared based on the set funding model.
The forecast is reviewed by EMSOU Senior Management Team on a monthly basis
to ensure there are no large anomalies for any one force. This information is then
shared with the Forces on a quarterly basis at the Regional Heads of Finance
meeting. Whilst it is impractical to have a monthly meeting to provide forces with
more regular updates, once EMSOU have reviewed the figures these could be
cascaded to Heads of Finance monthly.

OPCC Collaboration – Officers in Kind (Final) – August 2016

Page 2

Value for money
Whilst there is a risk that these forecasts are based on incorrect information provided
by the Forces, audit testing confirmed that accurate returns were submitted by the
Forces. Moreover, when a variation to staffing occurs during the year this is also
correctly accounted for.
It is noted that the size of adjustment are small in comparison to overall Force and
EMSOU budgets, with the 2014/15 adjustments being as follows:

•
•
•
•
•

Derbyshire £19,111
Lincolnshire (£40,000)
Leicestershire £45,843
Nottinghamshire (£43,256)
Northamptonshire £18,272

The Officers in Kind model is seen as a risk for individual forces as they could have
to find funds to make a year-end adjustment where they have not provided the
required resources to EMSOU during the year. However, as this is based on actual
staff costs across all five forces, it is not possible to accurately budget what this
figure will be in advance, as factors outside of each Force’s control can have an
impact on whether a force is able to provide the required amount of officers.
The geographical location and the skills requirement of the EMSOU operations
could restrict the amount of opportunities that a Force has to provide officers to
EMSOU, whilst they may incur financial costs with the year-end adjustment if they
under allocate resources.

Moreover, the 2014/15 year-end adjustments did not follow the funding model that
is in place and the final figures were ratified at the EMPCC Board in May 2015
following consultation with Chief Financial Officers at a level that they all felt was a
fairer representation of their Force contribution and that no Force was unduly
disadvantaged by this level of adjustment.
The year-end adjustments between the Forces is considerable, with Officers in Kind
making up a relatively small element of the overall recharges. It is noted that should
the Officers in Kind model that is currently applied to EMSOU be extended to cover
other Force collaborations, for example EMOpSS, where the extent of OIK is much
greater due to the number of officers involved, there is the risk of a greater year end
variance, together with increased administration in implementing the same
accounting treatment.

The current funding model for year-end adjustments has been followed for a number
of years, however in 2014/15 the year-end adjustment was not followed and the final
figures paid were discussed by Heads of Finance at the Force with options provided
to the EMPCC Board before final figures were agreed upon. The option was chosen
as it was felt the figures ensured no Force was unduly disadvantaged during this
particular year.
The administration that is required for compilation of figures and ongoing monitoring
of the Officers in Kind year-end adjustments could be viewed as burdensome,
requiring staff at five forces to send monthly returns to EMSOU who are then
required to compile and summarise figures before calculating the forecasted yearend adjustments.
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04 Areas for Further Improvement and Action Plan
Definitions for the levels of assurance and recommendations used within our reports are included in Appendix A1.
We identified a number of areas where there is scope for improvement in the control environment. The matters arising have been discussed with management,
to whom we have made recommendations. The recommendations are detailed in the management action plan below.
Observation/Risk

4.1

Recommendation

Priority

Management response

Timescale/
responsibility

Agreed that a draft timetable up to the end
of 2017/18 be prepared and distributed to
the SPOCs and the OPCC

Jon Peatling

Timetable
Observation: At present the Management
Accountant at EMSOU sends a monthly reminder
to the SPOC (single point of contact) at each Force
with a deadline for submitting their Officer in Kind
costs for Officers working for the EMSOU unit
during the month.

A timetable for the year should be
agreed and shared with the Forces to
give them more notice of when their
Officers in Kind returns are due.

3

Audit testing of timeliness of returns for each force
over two months showed that 4/10 returns were not
completed by the deadline set.
When returns are not sent the EMSOU accountant
has to prepare the monthly Officer in Kind position
based on last month’s returns so it is therefore not
based upon the latest figures. In turn, the year-end
adjustment forecast is not based upon the latest
figures.

CFOs to PCCs to be advised where the
SPOC’s have not provided timely
information. The CFO will follow up with
the SPOC
Thereafter 12 month timetables to be
prepared and distributed before the start of
each new financial year.

End of August 2016

CFOs to PCCs to
follow up as
necessary
Jon Peatling
End of March 2018

Risk: The year-end adjustment forecasts are not
based on accurate up to date information provided
by the Force.
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Observation/Risk

4.2

Recommendation

Priority

Management response

Timescale/
responsibility

Agreed

Jon Peatling

In addition the CFO of each Commissioner
requires to be copied into the monthly
report.

Starting from the
August 2016 report

Monthly Sharing of Information
Once SMT have reviewed the Officer in
Kind forecasts they should be emailed to
the Forces to assist them by having a
monthly update rather than await the
quarterly meeting.

3

Observation: The current funding model for Officer The current year-end adjustments made
in Kind year-end adjustments has a number of under the Officers in Kind funding model
limitations; these include:
should be reviewed with alternative
approaches considered, including:
• The administration for ongoing monitoring and
year-end adjustments could be viewed as • Removing
the
year-end
being resource intensive.
adjustments for Officers in Kind
contributions, accepting that some
• The adjustments themselves are small in
Forces will over allocate and some
comparison to the amount of administration
will under allocate but across all
required.
East Midlands collaboration work
• In 2014/15 the adjustments based on the
the costs are fairly spread.
funding model were deemed to unduly

3

Observation: EMSOU complete a monthly forecast
of the year-end adjustments based on current
resources provided by the five forces. This is
reviewed by EMSOU’s Senior Management Team
at their monthly meeting.
Although this information is shared with Heads of
Finance on a quarterly basis to provide more
regular updates on the forecasted year-end
adjustments this could be cascaded to Forces on a
monthly basis.
Risk: Forces cannot review the Officers in Kind
position on a monthly basis and, as a
consequence, there may be delays in taking any
necessary remedial action.

4.3

Year End Adjustments
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The recommendation is not approved As required
as written, however, the CFOs and
FDs will review appropriate options for
new collaborations, are cognisant of
any national charging mechanisms
and will undertake regular check and
challenge of charging and funding
arrangements for officers in kind
where appropriate.
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Observation/Risk

Recommendation

disadvantage some forces and, as a •
consequence, were amended.
Therefore, the current funding model could be
viewed as administratively burdensome,
particularly in view it being by-passed as part of the
2014/15 year-end adjustments, with this
suggesting that it is not an effective process for
producing a fair calculation of Forces’ contributions
to EMSOU collaboration work.

Priority

Management response

Timescale/
responsibility

Agreeing with the five forces a
different methodology for the
current ratios of resources
expected e.g. use other indicators
outside of the size of formula grant.

Risk: The funding model creates unfair advantages
and disadvantages for some forces in the
collaboration and therefore discouraging those who
are disadvantaged from engaging in collaboration
activity.
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Scope and Objectives

A1 Audit Information

The audit review considered the following control objectives:

Audit Control Schedule
Primary Sponsors:

•

Helen Boffy - Chief Finance Officer, Office of the
Police and Crime Commissioner. Derbyshire

•

Helen King - Chief Finance Officer, Office of the
Police and Crime Commissioner. Leicestershire

•

Julie Flint - Chief Finance Officer, Office of the
Police and Crime Commissioner. Lincolnshire

•

Steve Dainty - Chief Finance Officer, Office of the
Police and Crime Commissioner. Northamptonshire

•

Charlotte Radford – Chief Finance Officer, Office of
the Police and Crime Commissioner.
Nottinghamshire
Client contacts:

Jon Peatling – Head of Finance and Corporate
Services EMSOU

Internal Audit Team:

Mike Clarkson, Partner
Brian Welch, Audit Senior Manager
Mark Lunn, Senior Auditor

Finish on Site \ Exit Meeting:

22nd March 2016

Draft report issued:

29th April 2016

Management responses
received:

18th August 2016

Final report issued:

18th August 2016

•
•
•

There are clear and agreed procedures in place between EMSOU and each
regional force with regards the funding model for officers in kind.
Costings in respect of officer in kind funding are understood, accurate, supported
by a clear funding model and are communicated to the regional forces in a timely
manner.
Estimates of each forces contribution are given at the outset and supported by
monthly outturn projections.
Charges made to the regional forces are supported by clear documentation /
funding assumptions.
Variations to the number and grade of officers provided by each regional force are
taken into account within the funding model, including year-end adjustments.
There is clear, timely and complete management information in place to support
the funding model and to enable forces to manage their budgets.
Each regional force has sound budget processes in place that enable them to
manage officer in kind payments, including projected year-end adjustments.
The current accounting procedure and process for the treatment of Officers in Kind
is an efficient and effective model for the secondment of officers working in
regional units.

Testing was carried out on a sample basis. Our work does not provide any guarantee against
material errors, loss or fraud or provide an absolute assurance that material error, loss or
fraud does not exist.
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Definitions of Assurance Levels
Assurance Level

Definitions of Recommendations

Adequacy of system
design

Effectiveness of
operating controls

Significant
Assurance:

There is a sound system of
internal control designed to
achieve the Organisation’s
objectives.

The control processes
tested are being
consistently applied.

Satisfactory
Assurance:

While there is a basically
sound system of internal
control, there are
weaknesses, which put
some of the Organisation’s
objectives at risk.

There is evidence that
the level of noncompliance with some of
the control processes
may put some of the
Organisation’s objectives
at risk.

Limited
Assurance:

Weaknesses in the system
of internal controls are such
as to put the Organisation’s
objectives at risk.

The level of noncompliance puts the
Organisation’s objectives
at risk.

No Assurance

Control processes are
generally weak leaving the
processes/systems open to
significant error or abuse.

Significant noncompliance with basic
control processes leaves
the processes/systems
open to error or abuse.

Priority

Description

Priority 1
(Fundamental)

Recommendations represent fundamental control
weaknesses, which expose the organisation to a high
degree of unnecessary risk.

Priority 2
(Significant)

Recommendations represent significant control
weaknesses which expose the organisation to a
moderate degree of unnecessary risk.

Priority 3
(Housekeeping)

Recommendations show areas where we have
highlighted opportunities to implement a good or better
practice, to improve efficiency or further reduce
exposure to risk.
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A2 Statement of Responsibility
Status of our reports

The responsibility for maintaining internal control rests with management, with internal audit providing a service to management to enable them to achieve this objective.
Specifically, we assess the adequacy of the internal control arrangements implemented by management and perform testing on those controls to ensure that they are
operating for the period under review. We plan our work in order to ensure that we have a reasonable expectation of detecting significant control weaknesses. However,
our procedures alone are not a guarantee that fraud, where existing, will be discovered.
The contents of this report are confidential and not for distribution to anyone other than the Office of the Police and Crime Commissioner for Derbyshire, Leicestershire,
Lincolnshire, Nottinghamshire and Northamptonshire and the respective Police Forces. Disclosure to third parties cannot be made without the prior written consent of
Mazars LLP.
Mazars LLP is the UK firm of Mazars, an international advisory and accountancy group. Mazars LLP is registered by the Institute of Chartered Accountants in England and
Wales to carry out company audit work.
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APPENDIX B TO AGENDA ITEM 7A, JARAC

Final Internal Audit Report
Covert Payments
August 2016
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01 Introduction
As part of the Internal Audit Plan for 2015/16 for the Office of the Police and
Crime Commissioners for Derbyshire, Leicestershire, Lincolnshire,
Northamptonshire & Nottinghamshire Police Forces, a piece of collaboration
work in regard to the controls and processes in place in respect of the
arrangements in place for Covert Payments at the East Midlands Special
Operations Unit (EMSOU) has been undertaken.
The specific areas that formed part of this review included: policies and
procedures, bank transfers, systems access, new accounts, authorisation of
payments and reconciliation of accounts.
We engaged with a number of staff at EMSOU and the Covert Unit during the
review and are grateful for their assistance during the course of the audit.
It is noted that some standard audit practices were unable to be followed
during the audit due to the sensitive nature of the information that would be
required. For example, we were not able to undertake testing on a full
population of bank accounts, suppliers and payments and, as such, had to
limit our testing to that information that was available to audit to review. As
such, we are not able to provide an audit opinion and have limited our review
to commenting on the controls in place (subject to the limitations noted).

02 Background
The East Midlands Specials Operation Unit (EMSOU) is a regional tasking
structure where officers from each of the five forces can be assigned to
EMSOU on an ad hoc basis to investigate certain crimes.
The Covert Unit is one of the branches of EMSOU and due to the sensitive
nature of their work it has a variety of separate systems in place to protect
the identity of Covert Officers, the locations in which they operate and the
payments made in relation of their work.
The Covert Unit have a small Finance and Admin Team who manage the
finances of the unit using SAGE accounting software however it is not
operated like a standard financial system with supplier set up and payments
made out of it. Instead, a series of designated bank accounts are set up with
transfers made via internet banking, with the transactions entered in the
SAGE system to account for movement of funds.
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03 Key Findings

Risk Management
A Standard Operations Manual is in place to provide the procedures that are
followed by the Covert Unit. These include authority levels, the setting up of
new bank accounts, standing orders and internet banking use and expenses.

Examples of areas where controls are operating reliably
•
•
•
•
•

A standard operating procedure manual is in place for the Covert Unit, including
authorisation limits
Access to the SAGE financial system is restricted.
Release of funds to the Covert Unit were appropriately authorised by senior
officers within EMSOU prior to transfer to covert accounts.
Monthly expenses are completed by officers and authorised as appropriate and
validated by line managers.
Regular reconciliations of bank accounts to the financial system are undertaken
to ensure that movements are correctly accounted for.

Priority

Number of recommendations

1 (Fundamental)

-

2 (Significant)

2

3 (Housekeeping)

1

TOTAL

3

The Covert Unit funds are kept separate to EMSOU and they are transferred
into the Covert accounts from EMSOU accounts which are held by
Leicestershire Police. A request is made by the Head of the Covert Unit and
approved by the Head of EMSOU prior to funds being transferred.
The Covert Unit operate a network of covert bank accounts, with personal
accounts for covert operatives and individual operation accounts. The
movements between the accounts are represented in a separate financial
system, SAGE, so that a full account of covert operations is maintained.
Unlike a standard finance system, suppliers are set up as payees on the bank
accounts and are paid by standing order or direct bank transfer. The
amendment of these suppliers is carried out by the Finance and Admin Team,
however a standard amendments listing is not available to view all new
suppliers and amendments made and therefore a recommendation has been
raised.
Access to SAGE is limited to the Covert Finance and Admin Team, together
with the Logistics Manager, Head of Finance at EMSOU and Head of
EMSOU.
The bank accounts that are set up for covert operations are not standard
bank accounts and the police have arrangements within the banking industry
to enable appropriate bank accounts to be set up but whilst still protecting the
identity of operatives involved in covert operations. When new accounts are
required they are signed off by the Head of the Covert Unit, the EMSOU
Logistics Manager and the Head of EMSOU, together with a business case
and explanation for why the account is required provided. The Covert Unit
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uses multiple banks to set up the accounts and specific points of contact
within the banking sector are then contacted to set up the accounts.

Value for money

Audit were provided with a list of new accounts set up during the year and
confirmed that appropriate authorisation was obtained to set up the accounts.

Value for money (VfM) considerations can arise in various ways and our audit
process aims to include an overview of the efficiency of systems and
processes in place within the auditable area.

Payments are made direct from the bank accounts, with authorisation
obtained in line with the authorisation levels set in the Standard Operations
Manual. These are passed to the Finance and Admin Team who process the
payments via internet banking and update the financial system to record the
payment.

The Covert Unit could be said to be unique in terms of other areas we audit
As a consequence of the nature of the service, there are a number of
administrative processes in place, such as the reconciling a large number of
bank accounts each month, that are necessary for the Unit to operate
separately whilst maintaining effective internal controls.

In order to complete audit testing in this area, extracts of the financial system
were provided and traced back to source documentation to confirm authority
had been obtained for payments, which in all cases it had but some minor
errors were detected and a recommendation has been raised.

Recommendations have been made whilst considering the unique
circumstances within which the Covert Unit operate, with the intention of
ensuring that effective internal controls remain in place.

A monthly expenses process is in place where operatives complete their
monthly expenses and provide receipts and their line manager confirms that
the expenses were appropriate in accordance with their duties. As a
consequence of operational requirements, receipts may not always be
obtained and it is up to the line manager to authorise that the expenditure
was valid prior to then passing for processing by the Finance and Admin
Team.
Due to the large number of bank accounts that are in operation a monthly
reconciliation of all accounts to the financial system is completed to ensure
that the finance system is correctly stated. This is completed by one member
of the Finance and Admin team and then checked by another to confirm that
the system has been correctly reconciled to the bank accounts.
At monthly EMSOU Senior Management Team meetings the Covert Unit’s
monthly actual costs are compared to the budget set for the year to ensure
that the financial performance of the Covert Unit is appropriately monitored.
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04 Areas for Further Improvement and Action Plan
Definitions for the levels of assurance and recommendations used within our reports are included in Appendix A1.
We identified a number of areas where there is scope for improvement in the control environment. The matters arising have been discussed with management,
to whom we have made recommendations. The recommendations are detailed in the management action plan below.
Observation/Risk

4.1

Recommendation

Priority

Management response

Timescale/
responsibility

The Covert Unit has a number of
bank accounts with different
institutions and when this was
previously looked into it would be a
high cost to pay for this facility.
However it has been some time
since it was last looked into and
could now be a viable option so will
be researched.

Jon Peatling

Internet Banking
Observation: Segregation of duties should be EMSOU should research the
present in the movement of funds between possibility of utilising business online
covert accounts.
banking where segregation of duty
for authorising payments is possible.
Whilst mitigating controls are in place that
require two staff to sign the relevant
transaction form to authorise movements, the
current internet banking system (personal
internet banking) used does not require two
people to verify the transfer. As a
consequence, although testing did not identify
any anomalies, one person is currently able to
process a transaction.

2

Head of Finance
and Corporate
Services EMSOU
October 2016

Risk: There is a risk that inappropriate
movement of funds are carried out where one
individual has the ability make the transaction.

4.2

Amendment to Payees Monthly Process
Observation: In a creditors system amendment A regular review of payees on the
to supplier details on the financial system is a bank accounts should be completed

2

This will be in place moving forward
with a print out of payees at the
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Observation/Risk

Recommendation

key risk. In the system operated by the Covert
Unit suppliers are set up as Payees on the
bank accounts that are in place rather than
payments being made through a payments run
on a financial system. Therefore it is not
possible to run a report that clearly shows all
amendments to suppliers.

to ensure that no inappropriate
amendments or additions of payees
have been made on the covert bank
accounts.

Priority

Management response

Timescale/
responsibility

start of the year maintained as a
base point to enable a monthly
review so any changes can be
seen and clear records can be kept
for every amendment and additions
during the year.

Angela
Humphries
Acting Finance
Manager
April 2016

The current control in place is that
amendments to payee details are
independently checked and two members of
the Admin & Finance Team sign these off
before the amendment to payee is completed
on internet banking.
However, due to the current internet banking
this segregation of duties could be bypassed
(see 4.1).
Risk: Fraudulent suppliers/payees are set up
on the bank accounts and these are not
detected resulting in financial losses.
4.3

Authorisation of Invoices
Observation: Payments are authorised
manually on supporting documentation such
as the invoice or by email. This should be
clearly dated to show when authorisation was
given.

The authoriser should clearly sign
and date the invoice to provide a
clear audit trail of who authorised the
payment and that this was done prior
to the payment being made.

3

Agreed. Staff should date when Jon Peatling
they have authorised the payment.

Head of Finance
and Corporate
Services EMSOU
June 2016
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Observation/Risk

Recommendation

Priority

Management response

Timescale/
responsibility

Audit testing of payment authorisation found
that in 3/15 payments the date of authorisation
was not provided so Audit unable to confirm
authorisation was obtained prior to the
payment being made.
Risk: Inappropriate or incorrect payments are
made resulting in financial loss.
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A1 Audit Information

Scope and Objectives
The audit review considered the following control objectives:

Audit Control Schedule
Primary Sponsors:

Hele Boffy - Chief Finance Officer, Office of the
Police and Crime Commissioner. Derbyshire
Helen King - Chief Finance Officer, Office of the
Police and Crime Commissioner. Leicestershire

Internal Audit Team:

There are clear and understood procedures in place for the authorization and
setting up of bank accounts.
Transfers between bank accounts are approved and documented.

Julie Flint - Chief Finance Officer, Office of the
Police and Crime Commissioner. Lincolnshire

Systems and data are adequately protected to reduce the risk of them being
open to abuse.

Steve Dainty - Chief Finance Officer, Office of
the Police and Crime Commissioner.
Northamptonshire

New and amended vendor details can only be processed by authorised
officers.

Charlotte Radford – Chief Finance Officer, Office
of the Police and Crime Commissioner.
Nottinghamshire
Client contacts:

Procedures and policies are in place to support the effective administration of
the function and are communicated to all relevant staff.

Jon Peatling – Head of Finance and Corporate
Services EMSOU
Mike Clarkson, Partner
Brian Welch, Audit Senior Manager
Mark Lunn, Senior Auditor

Finish on Site \ Exit Meeting:

31st March 2016

Draft report issued:

17th May 2016

Management responses
received:

12th August 2016

Final report issued:

12th August 2016

There are agreed and effective processes in place for the authorisation of
covert payments.
Payments made in respect of covert activities are valid and appropriate.
There are effective controls in place with regards accounting for covert
payments.
Timely and accurate management / payment information is available to
support the delivery of covert activities.
Testing was carried out on a sample basis. Our work does not provide any
guarantee against material errors, loss or fraud or provide an absolute assurance
that material error, loss or fraud does not exist.
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Definitions of Recommendations
Definitions of Assurance Levels
Assurance Level
Significant
Assurance:

Adequacy of system
design

Effectiveness of
operating controls

There is a sound system of
internal control designed to
achieve the Organisation’s
objectives.

The control processes
tested are being
consistently applied.

Satisfactory
Assurance:

While there is a basically
sound system of internal
control, there are
weaknesses, which put
some of the Organisation’s
objectives at risk.

There is evidence that
the level of noncompliance with some of
the control processes
may put some of the
Organisation’s objectives
at risk.

Limited
Assurance:

Weaknesses in the system
of internal controls are such
as to put the Organisation’s
objectives at risk.

The level of noncompliance puts the
Organisation’s objectives
at risk.

No Assurance

Control processes are
generally weak leaving the
processes/systems open to
significant error or abuse.

Significant noncompliance with basic
control processes leaves
the processes/systems
open to error or abuse.

Priority

Description

Priority 1
(Fundamental)

Recommendations represent fundamental control
weaknesses, which expose the organisation to a high
degree of unnecessary risk.

Priority 2
(Significant)

Recommendations represent significant control
weaknesses which expose the organisation to a
moderate degree of unnecessary risk.

Priority 3
(Housekeeping)

Recommendations show areas where we have
highlighted opportunities to implement a good or better
practice, to improve efficiency or further reduce
exposure to risk.
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A2 Statement of Responsibility
Status of our reports

The responsibility for maintaining internal control rests with management, with internal audit providing a service to management to enable them to achieve this objective.
Specifically, we assess the adequacy of the internal control arrangements implemented by management and perform testing on those controls to ensure that they are
operating for the period under review. We plan our work in order to ensure that we have a reasonable expectation of detecting significant control weaknesses. However,
our procedures alone are not a guarantee that fraud, where existing, will be discovered.
The contents of this report are confidential and not for distribution to anyone other than the Office of the Police and Crime Commissioner for Derbyshire, Leicestershire,
Lincolnshire, Nottinghamshire and Northamptonshire and the respective Police Forces. Disclosure to third parties cannot be made without the prior written consent of
Mazars LLP.
Mazars LLP is the UK firm of Mazars, an international advisory and accountancy group. Mazars LLP is registered by the Institute of Chartered Accountants in England and
Wales to carry out company audit work.
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APPENDIX C TO AGENDA ITEM 7A, JARAC

Final Internal Audit Report
Police & Crime Commissioners Board Governance
August 2016
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01 Introduction

could be formally considered. This proposal was accepted in 2012 and an
East Midlands Police and Crime Commissioners Board was established.

As part of the Internal Audit Plan for 2015/16 for the Office of the Police and
Crime Commissioner for Derbyshire, Leicestershire, Lincolnshire,
Nottinghamshire and Northamptonshire and the respective Police Forces, we
have undertaken an audit of the controls and processes in place in respect of
the regional Police & Crime Commissioners Board Governance
arrangements.

Membership of the Board comprises the Police and Crime Commissioners,
Chief Constables, the Regional Deputy Chief Constable and Office of the
Police and Crime Commissioner (OPCC) Chief Executives. The Board meets
on a bi-monthly basis with the Chairmanship held by one of the five PCC’s
and rotated on an annual basis.

The specific areas that formed part of this review included: governance
arrangements, collaboration arrangements, decision making processes,
change management and performance management and accountability.
We engaged with a number of staff members across the individual Offices of
the Police & Crime Commissioners, their respective Police Forces, during the
review and are grateful for their assistance during the course of the audit.

02 Background
The five Regional forces have been working on collaborative initiatives since
2004. The East Midlands Police Authorities Joint Committee was formally
established in July 2007 to provide a regional decision making forum with
power to bind the five police authorities. In 2011 the Joint Committee
amended the existing governance arrangements to reflect the increased
scale of activity and to ensure that police authorities had proper oversight of
collaborative activity.
In June 2012 the Joint Committee put in place regional governance
arrangements to accommodate the transition to directly elected police and
crime commissioners. It was proposed that an East Midlands Police and
Crime Commissioner’s Board be established to enable the current
programme to be maintained, overseen and developed and to provide clarity
for those engaged on regional collaboration to know when and where issues

The Boards initial remit (as per the 2012 Terms of Reference) included the
review of financial and performance reports at each of its meetings and
oversee the development of strategic collaborations and ensure appropriate
financial and administrative infrastructures are in place to support regional
activities.
The Board is not a legal entity in its own right and therefore does not hold any
decision making powers. Any decisions required are presented to the Board
for consideration, with the individual Commissioners then ratifying decisions
under their individual sovereignty.
Work has been ongoing over the last twelve months to define and direct how
assurances are obtained in respect of effectiveness of collaboration activity.
This includes performance framework proposals (following a review
undertaken by Leicestershire OPCC) and the introduction of a ‘Controls
Assurance Statement’ (CAS) process whereby each collaboration is required
to provide an assurance statement based upon a retrospective assessment
of their activities, as well as a forward look, taking account of known and likely
events that may impact on the collaboration. This piece of work is being
overseen and progressed by the five PCC Chief Finance Officers and has
been considered as part of this review.
Each of the PCC’s and their Chief Executives recognise there are
improvements to be made in the governance and accountability processes
for collaboration activity and that resource will be required to embed these
improvements.
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The PCC elections are due to be held in May 2016 which will result in change
in at least four of the current Commissioners who are not standing for office.
It is the view of the current Commissioners that a forward plan for
improvements be available for the new standings and they strive to be a best
practice model for other regions going forward.
This piece of work has been requested as ‘Management and Advisory’ and
therefore it is not deemed appropriate to provide an audit opinion. Findings
and recommendations are made to provide guidance to the Commissioners
and their Chief Executives to improve the existing arrangements and
demonstrate best practice, transparency and accountability in the oversight
of collaboration activity.
An initial overview of the outcome of the review was presented to the PCC
Board ‘business meeting’ on 20th April 2015.

03 Key Findings
Priority

Number of recommendations

1 (Fundamental)

-

2 (Significant)

3

3 (Housekeeping)

4

TOTAL

7

Risk Management
Overall it is concluded that the PCC Board has a number of mechanisms in
place to oversee the operation of the individual collaboration units in line with
their initial purpose.
The review, however, has highlighted a number of opportunities where
improvements can be made to embed consistency, transparency and
efficiency in this oversight to ensure the best use of resources and
effectiveness of the Board’s operation.
As a starting point to achieve this consistency, and also to embed further
accountability, it is recommended that the Board formulate a ‘Governance
Framework’. This can provide an overview of the systems and processes,
culture and values by which the collaborations are directed and controlled,
together with the activities through which they account to. This will enable
the PCC’s to monitor the achievement of associated objectives consistently
and to consider whether those objectives have led to the delivery of the
appropriate cost-effective services.
The framework should be used to define the decision making requirements
for each of the collaborations in terms of the ‘critical paths’ and approval
routes of proposals brought to the Board for ratification by the individual
Commissioners and also ensure that final decisions taken by the
Commissioners are evidenced in a consistent manner.
It is noted, for example, that the Deputy Chief Constables (DCC) Board have
responsibility for oversight of the operations of the individual collaborations
and, as such, often approve related operational proposals and performance
reports. The framework should be used to defined ‘areas of interest’ or
significant/ novel and contentious decisions for the Commissioners Board to
ensure they are escalated and reported accordingly following approval by the
DCC Board.
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In 2013 the PCC’s commissioned a review of the ‘Working Together’
arrangements for collaboration between the five East Midlands police forces
from the HMIC. This work did consider the leadership and governance
arrangements and concluded that the collaboration programme had an
established governance structure to support the development of
collaboration proposals (including the PCC Board) and that structures were
in place to support timely decision making. The report, however, did highlight
a risk that ‘there is no vision for future collaboration work’ which has been
considered as part of this review and the findings and recommendations
raised in this report, in particular creation of a Strategic Plan and Risk
Register, can contribute to addressing this issue.
This report seeks to provide recommendations to the Board to enable them
to embed an effective oversight and governance structure. The Governance
Framework is the starting point to this, however other areas for improvement
are raised for consideration to help effectively embed this framework and
ensure this is operated as ‘business as usual’ going forward and provide
definition of a model to be ‘handed over’ to the new Commissioners.
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04 Areas for Further Improvement and Action Plan
Definitions for the levels of assurance and recommendations used within our reports are included in Appendix A1.
We identified a number of areas where there is scope for improvement in the control environment. The matters arising have been discussed with management, to
whom we have made recommendations. The recommendations are detailed in the management action plan below.
Observation/Risk

4.1

Recommendation

Priority

Management response

Timescale/
responsibility

Governance Framework
Observation: Having a common governance framework can A Governance Framework should be produced to
play an important role in helping boards gain a better support the operation of the PCC Board. This
understanding of their oversight role. The framework should should define and consider, as a minimum,:
have attributes that contribute to effective governance and
- Objective, role and purpose of the Board;
tools for addressing governance risk. A framework also
- Strategic oversight arrangements;
provides a more cogent construct for evaluating how
- Reporting requirements (operational and
management’s responsibilities fit with the board’s oversight
financial);
responsibilities.
- Clear accountability and delegations for
collaboration activity;
A governance framework to support the PCC Board’s
- Compliance management procedures
oversight of the individual collaborations does not currently
exist, although it is recognised by the Board that this would
- Decision making processes; and
support their effective operation going forward.
- Risk management processes.

2

Agreed

Chief Executives
(John Neilson)
By Christmas
2016

Risk: Lack of a defined governance framework resulting in
inconsistent working practices, ineffective oversight of
activity and lack of clarity in decision making and
accountability processes.
4.2

Strategic Plan
Observation: The PCC's commissioned a HMIC review of A Strategic Plan should be produced to provide
the effectiveness of collaborative arrangements in 2013 oversight of
the current
collaboration
following which a report was produced with arrangements, associated activity and future

2
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Observation/Risk

Recommendation

recommendations for improvements.

direction or creation of new collaborations.

One of the key points was that there is no clear agreement
among leadership of the forces on future direction for
collaboration in the region and the pace of collaboration has
decreased significantly. The report concluded that it will be
difficult for the EM region to continue to advance its
collaborative arrangements without setting out and agreeing
what collaboration in the region will look like in the medium
term (three years) and the longer term (seven years). The
report recommended that a plan should be produced which
is properly costed and describes how the changes will be
achieved while maintaining the improvement to the service
to the public.

It would be beneficial for the strategic plan to
illustrate a high level overview of each existing
collaboration alongside, for example, key targets
and milestones, financial budgets/ associated
costings, any required efficiency savings and any
significant
change
or
transformation
considerations.

Although elements of collaborative activity are provided in
reports to the PCC Board, there is no overarching Strategic
Plan to enable ease of oversight by the members of the
Board to enable them to assess the progress, success and
risk of each collaboration on a consistent basis.

The plan and risk register should be updated on a
quarterly basis and presented to the PCC Board to
enable oversight of all collaborative activity in a
consistent and regular format.

Priority

Management response

Timescale/
responsibility
By April 2017

There is also an opportunity for the plan to be
supported by a Strategic Risk Register developed
as part of the Controls Assurance Statement work
being progressed with RSM.

Risk: Lack of strategic oversight of activity resulting in failure
to adequately plan, progress and continue to achieve benefits
of collaboration services

4.3

Board Terms of Reference
Observation: The PCC Terms of Reference (TOR) should
be adequate to ensure it reflects and provides direction to
the current remit of the Board and also that all members are
aware of their membership requirements/ responsibilities
and that these remain fit for purpose.

The East Midlands Police and Crime
Commissioners Board TOR should be reviewed to
ensure it adequately reflects the purpose, remit and
responsibilities of the current operation. The
review, as a minimum, should consider:

3

Agreed
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Observation/Risk

Recommendation

The audit identified that the TOR had been produced in 2012
and certain elements of the TOR were outdated. For
example, the TOR outlines a requirement for separation of
the duty between the OPCC’s in respect of the chairmanship
and secretariat support of the Board. This has now evolved
to one OPCC providing both functions. In addition, the initial
remit is outlined to oversee developing collaborations and
now many are operating as business as usual there is an
opportunity to revisit this remit and to update with any
required changes.

•

Risk: If the TOR is not up to date there is a risk that members
are not aware of their remit or the purpose of the board or
there is failure to demonstrate an effective function and
associated use of resources.

4.4

•
•
•

Priority

Management response

Timescale/
responsibility
By Christmas
2016

frequency and structure of meetings (are
quarterly meetings and a separate business
meeting still required);
the requirement to separate the duty of
chairmanship and secretariat support;
standardisation of documentation and critical
paths for decisions (in terms of current format
and availability); and
requirements
to
review
governance
arrangements and monitoring of such
requirements.

Board Work Programme
Observation: A board work programme should exist to An annual Board Work Programme should be
ensure that all required information is submitted to the Board documented and approved to include:
for consideration in a timely manner, to enable effectively
workload planning and to enable oversight of timing of key • Any standing items which are required/
decisions.
considered under the remit of the Board;
• Timetables for submission of key discussion
Audit acknowledge there needs to be a degree of flexibility
documents, including collaboration budgets and
in such programmes, however it is good practice to use this
any decisions in terms of approving new
as a basis of accountability of both board members and
collaborations and controls assurance statement
officers who are required to submit information to each
submission and scrutiny;

3

Agreed
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Observation/Risk

Recommendation

meeting and to ensure that members can prioritise their
attendance at meetings where applicable.

• Performance and financial
requirements of the Board.

Priority

Management response

Timescale/
responsibility

information

Audit noted that a Board Work Programme is maintained to The programme should be used to shape meeting
include four standing items (as per the programme agendas accordingly.
presented to the Board in March 2015), however this can be
enhanced and improved to enable a better programme of
accountability and attendance by members.
Risk: Inconsistent or untimely information being presented
to required meetings. Lack of ability to prioritise attendance
by members for key decisions and accountability of officers
to ensure timely submission of information.
4.5

Decision Making Process
Observation: As part of the review we discussed with the
PCC Chief Executives the benefits of mapping the current
decision making process to ensure transparency in
operations and that decisions are being taken by the
appropriate Board function through oversight of the
appropriate staff and officers.

Critical paths for decision making by the
Commissioners should be documented to outline
the required route of key decisions, including
approval for amendments to collaboration
agreements, budget approvals, operational
changes to the way collaborative services are
delivered and transformation projects.

3

Agreed

Chief Executives
(John Neilson)
By Christmas
2016

The PCC Board’s original terms of reference refers to
continuation of use of critical paths for decision making and This path should be readily available to all
documentation, however audit could not confirm that these collaborations to ensure officers and staff are
had actually been documented.
aware of the requirements for any proposals for
decisions and that a consistent approach is applied
It is acknowledged that decision making powers are included and monitored.
in section 22 agreements and management board terms of
reference, however to provide further transparency and
ease of reference it is recommended that an overview of
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Observation/Risk

Recommendation

Priority

Management response

Timescale/
responsibility

critical paths, determined by the PCC Board, should be
documented and to provide assurance that any decisions
taken by the commissioners have been subject to the
appropriate initial scrutiny and approval.
Risk: Decisions are taken by boards, staff or officers who are
not authorised to do so. These decisions may be
uninformed and therefore create the risk of incorrect
decisions negatively impacting on business as usual (both
operationally and financially)
4.6

Performance Management and Accountability
Observation: A robust and consistent performance
monitoring framework should exist to provide oversight to
the Board that collaborations are achieving their aims,
objectives and value for money considerations around
efficiency and effectiveness. This can support ongoing
investment in such arrangements and demonstrate best use
of public funds.
Work to map the flow of performance information has
recently been undertaken by Leicestershire OPCC.
However, the audit highlighted that there are still further
opportunities to refine and improve this process. For
example, the current performance information could not be
directly related to the initial aims and objectives of each
collaboration. (This was verified by a review of section 22
agreements and business cases where available).

The current performance reports should be
reviewed by the Board to establish:
• High level aims and objectives of each
collaboration;
• Quantifiable targets to support these aims and
objectives;
• Reporting of targets against aims and
objectives; and
• Value for money assessments.
Where collaborations are operating as business as
usual, a high level performance reporting template
should be used to evidence that operations are
meeting their aims and objectives.

2

Agreed
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Observation/Risk

Recommendation

Priority

Management response

Timescale/
responsibility

In addition, the content and format of performance
information, mainly presented as ‘Heads of Service’ reports,
was found to be inconsistent.
Risk: Failure to provide user friendly, consistent
performance information which is directly linked to the aims,
objectives and future of collaborative working resulting in
ineffective use of resources or inability to prioritise resource
effectively. In addition, failure to demonstrate the investment
in collaborative working remains efficient and effective and
in line with its initial objectives.
4.7

Value for Money
Value for money assessments should be
Observation: A key driver for delivery of services via introduced to demonstrate to the PCC Board on a
collaboration arrangements is the achievement of efficiency regularly basis that investment in collaborations are
and effectiveness.
providing VFM and operating efficiently and
effectively in line with their overarching section 22
It is recognised that the Board have had difficulty in defining agreements.
the best approach to ‘Value for Money’ assessments due to Dedicated value for money/ best value key
the complex and varying nature of each collaboration.
performance indicators should be considered for
each collaboration to bring together elements of
Audit are able to advise on a number of tools and techniques their initial aims and objectives against the cost of
to assist this process and, as a starting point, each delivering their services.
collaboration should review its KPI’s to ensure they are fit for
purpose, related to the initial aims and objectives of the Further support for value for money assessment
collaboration (as per the business plan and section 22 can be made available by internal audit on request.
agreements) and also consider themselves how they can
best demonstrate value for money through use of a
dedicated KPI.

3

Agreed
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Observation/Risk

Recommendation

Priority

Management response

Timescale/
responsibility

Risk: Failure to demonstrate deliver of efficiency and
effectiveness in collaboration activity resulting in scrutiny
over the investment made to this provision and lack of
transparency in terms of value for money.
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A1

Audit Information

Scope and Objectives
Our audit considered the following area objectives:

Audit Control Schedule
Client contacts:

OPCC Chief Executives.

Internal Audit Team:

Mike Clarkson, Partner
Brian Welch, Internal Audit Senior
Manager
Rosie Watson, Assistant Manager

Finish on Site \ Exit Meeting:

20th April 2016

Draft report issued:

25th April 2016

Management responses received:

12th August 2016

Final report issued:

12th August 2016

Governance Arrangements
• There are defined arrangements for the Board with documented roles and
responsibilities, accountability and decision making processes.
• Structure of meetings is effective and outcomes, actions and decisions are well
documented.
Collaboration Arrangements
• There is effective oversight of Section 22 collaboration arrangements to ensure the
effective use of resources and delivery of required outcomes.
Decision Making
• Decision making processes are clearly defined and operate effectively to ensure
transparency in terms of value for money and effective use of resources.
Change Management
• Horizon scanning is undertaken to ensure informed change managements.
• Considerations of changes in responsibility and ‘churn’ of officers is embedded with the
board operations.
Performance Management and Accountability
• There is a consistent approach to performance management and ensuring
accountability of Chief Constables.
• Financial planning and budget approval for regional collaboration is consistent and
effective.
Our work does not provide any guarantee against material errors, loss or fraud or provide an
absolute assurance that material error, loss or fraud does not exist.
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Definitions of Recommendations
Definitions of Assurance Levels
Assurance Level

Adequacy of system design

Effectiveness of operating
controls

There is a sound system of
internal control designed to
achieve the Organisation’s
objectives.

The control processes
tested are being
consistently applied.

While there is a basically
sound system of internal
control, there are weaknesses
which put some of the
Organisation’s objectives at
risk.

There is evidence that the
level of non-compliance with
some of the control
processes may put some of
the Organisation’s
objectives at risk.

Limited Assurance:

Weaknesses in the system of
internal controls are such as
to put the Organisation’s
objectives at risk.

The level of non-compliance
puts the Organisation’s
objectives at risk.

No Assurance

Control processes are
generally weak leaving the
processes/systems open to
significant error or abuse.

Significant non-compliance
with basic control processes
leaves the
processes/systems open to
error or abuse.

Significant
Assurance:

Satisfactory
Assurance:

Priority

Description

Priority 1
(Fundamental)

Recommendations represent fundamental control
weaknesses, which expose the organisation to a high degree
of unnecessary risk.

Priority 2
(Significant)

Recommendations represent significant control weaknesses
which expose the organisation to a moderate degree of
unnecessary risk.

Priority 3
(Housekeeping)

Recommendations show areas where we have highlighted
opportunities to implement a good or better practice, to
improve efficiency or further reduce exposure to risk.

2015/16 Collaboration Audits – PCC Board Governance – August 2016

Page 12

A2 Statement of Responsibility
Status of our reports

The responsibility for maintaining internal control rests with management, with internal audit providing a service to management to enable them to achieve this objective.
Specifically, we assess the adequacy of the internal control arrangements implemented by management and perform testing on those controls to ensure that they are
operating for the period under review. We plan our work in order to ensure that we have a reasonable expectation of detecting significant control weaknesses.
However, our procedures alone are not a guarantee that fraud, where existing, will be discovered.
The contents of this report are confidential and not for distribution to anyone other than the Office of the Police and Crime Commissioner for Derbyshire, Leicestershire,
Lincolnshire, Nottinghamshire and Northamptonshire and the respective Police Forces. Disclosure to third parties cannot be made without the prior written consent of
Mazars LLP.
Mazars LLP is the UK firm of Mazars, an international advisory and accountancy group. Mazars LLP is registered by the Institute of Chartered Accountants in England
and Wales to carry out company audit work.
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APPENDIX D TO AGENDA ITEM 7A, JARAC

Final Internal Audit Report
Firearms Licensing
July 2016
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01 Introduction
As part of the Internal Audit Plan for 2016/17 for the Office of the Police and
Crime Commissioner for Derbyshire and Derbyshire Police, we have
undertaken an audit of the controls and processes in place in respect of
Firearms Licensing.

checks and home security inspections completed by a Firearms Enquiry
Officer.
Between September 2015 and the end of April 2016, the following number of
licenses had been issued:

The specific areas that formed part of this review included: internal force
governance, policies and procedures, applications and renewal and license
holders.

Firearm

We engaged with a number of staff members across the Force during the
review and are grateful for their assistance during the course of the audit.

Shotgun

•
•

•
•

02 Background
The Firearms Licensing Department for Derbyshire Police is located at
Derbyshire Police Headquarters, Ripley. The department comprises of a
Firearms Licensing Manager, six Firearms Enquiry Officers (of which one is
also the Deputy Firearms Licensing Manager) and nine Firearms
Administration Officers.
The department administers licenses for applicants residing within the county
of Derbyshire. Licenses can be issued for specific firearms or, in the case of
shotgun licenses, a type of gun without specific details documented. Only the
Manager and Deputy Manager of Firearms Licensing can approve firearms
and shotgun licenses under delegated authority.
In order for a license to be granted, potential applicants must fully complete
an application form (Form 201) that is available on the Force’s website. On
receipt of an application form, all applicants are subject to a comprehensive
vetting process in order to assess their appropriateness to possess a firearm.
The vetting process includes health checks, reference checks, police security

Grant Applications – 126
Renewal Applications – 398

Grant Applications – 327
Renewal Applications – 1,206

Additionally, in the equivalent period, there had been seven firearms license
revocations and 26 shotgun license revocations.
Firearms Licenses are managed nationally across all forces via the National
Firearms Licensing Management System (NFLMS), which is used to record
detailed information about the license holder, their application and their
firearms. The Force also utilises a Data Management System whereby all
documentation regarding a license holder is retained electronically. Upon
completion of the grant application or renewal, all hard copy files are scanned
to the system and are subsequently destroyed.
The Home Office issued an updated broad guidance document in April 2016.
The update included specific guidance in relation to the correspondence
between the Police Force and the applicants’ GPs. The guidance document
is available and applicable to both the Force and firearms users. It enables
an in-depth understanding of the application process and the responsibilities
of both the Force and the license holder.
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03 Key Findings

Sector Comparison

Assurance on adequacy and effectiveness of internal controls

Satisfactory Assurance

Examples of areas where controls are operating reliably
•
•
•
•

A sound governance framework is in place with regular reporting to the internal
governance group and east midlands regional meetings. The Force regularly
monitors against the Authorised Professional Practice (APP).
Comprehensive records of all applicants and license holders are maintained
through the use of two systems (NFLMS and Core Data Management System).
Records are available to officers during the course of their duties.
Payments are collected from applicants in line with the agreed structure of fees
and charges as set by the Home Office. The payments are accurately
accounted for by the department and on the general ledger
Potential renewals are monitored on a weekly basis and reminder letters are
sent to licence holders regarding the expiration of their license.

Priority

Number of recommendations

1 (Fundamental)

-

2 (Significant)

2

3 (Housekeeping)

2

TOTAL

4

From our experience across our client base, we are seeing pressure on resources
and higher service demands have resulted in challenges to the existing control
environment.
All forces administering firearms licenses follow the up to date guidance that has
been produced by the Home Office. However, forces in our client base also produce
a set of local procedure notes for staff to adhere to. The current audit identified that
the Derbyshire Firearms Licensing department has not produced its own set of local
procedure notes as the Firearms Licensing Manager feels the Home Office
guidance is adequate.
Based on work undertaken across our client base, all forces have a comprehensive
vetting process in place for potential firearms and shotgun license holders. Each
involves a combination of health checks, police security checks, reference checks
and a home security visit. Derbyshire Constabulary conduct a mandatory home
security visit for both grants and renewals, whereas other Force’s use a risk
assessment to determine whether a security visit is required upon renewal.

Risk Management
Overall risks are being well managed, controls were found to be operating effectively
in most areas and there was evidence that the Firearms Licensing department
operates efficient processes.
Failure to implement a sound governance framework could lead to non-compliance
with key law, regulations and best practice processes. The Force hold regular
internal Firearms Licensing Governance meetings to review the processes in place
and the performance of the function to identify where improvements may be
required. These are chaired by the Assistant Chief Constable and attended by the
Firearms Licensing Manager and other senior officers who may be relevant for the
meeting. Additionally, representatives including the Firearms Licensing Manager
from the Derbyshire Constabulary attend the East Midlands Regional Firearms
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Licensing meeting. These meetings provide a mechanism to discuss national
developments, any lessons each Force may have learnt and also to share best
practice across Forces.
The Force monitors against the Authorised Professional Practice (APP) for Firearms
Licensing. The APP sets the standard for the processes that Forces should be
following for Firearms Licensing. The Force monitors against this in its internal
governance meetings on a quarterly basis. The monitoring of this sets out the current
position of the Force in each of the areas identified by the APP and any actions that
are required by the Force. This ensures that the risk of firearms licensing is robustly
managed in line with the APP.
There is a risk to the Force that firearms licenses are issued to inappropriate
persons. It was confirmed as a result of the audit that a comprehensive vetting
process is in place for applicants of a license that ensures that any reasons why a
license should not be issued are identified. Licenses cannot be granted or renewed
without the approval from the Firearms Licensing Manager or Deputy Firearms
Licensing Manager whom both hold delegated authority.

Value for money
Value for money (VfM) considerations can arise in various ways and our audit
process aims to include an overview of the efficiency of systems and processes in
place within the auditable area.
The introduction of the e-commerce system will generate VfM through streamlining
the Firearms Licensing process and making more effective and efficient use of
resources. Currently the application process is manual and the e-commerce system
will allow this to become an electronic process including the functionality for online
payments. However, the introduction of this system is not in the hands of the
Derbyshire Constabulary and reliance is on the Government to set a go live date for
e-commerce.

Potential renewals are monitored by the department on a daily basis through the
NFLMS function. This helps to mitigate the risk of any unlawful possession of
firearms by the general public. The Force ensures that where a renewal may not be
completed prior to expiration of a license, the license holder lodges their weapons
appropriately. However, it was identified that improvements could be made in
evidencing the lodging of weapons by license holders on the NFLMS.
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04 Areas for Further Improvement and Action Plan
Definitions for the levels of assurance and recommendations used within our reports are included in Appendix A1.
We identified a number of areas where there is scope for improvement in the control environment. The matters arising have been discussed with management, to
whom we have made recommendations. The recommendations are detailed in the management action plan below.
Observation/Risk

4.1

Recommendation

Priority

Management response

Timescale/
responsibility

Firearms Licensing Procedures
Observation: To ensure that all staff are aware of
the correct internal procedures to follow for each
process in respect of firearms licensing, up to date
guidance should be in place and available to staff.
To ensure that the guidance remains accurate and
in line with the procedures set by the Home Office,
this should be reviewed on at least an annual basis.
Audit identified that the Firearms Licensing
Department has a number of process maps in
place for the operational processes completed
within Firearms Licensing. The process maps set
out a step by step guide on how to complete a
function. These are available to all staff for them to
follow. The process maps that are in place are
firearms grants, firearm renewals, shotgun grants
and shotgun renewals. However, audit identified
that the process maps do not include guidance on
how to administer the NFLMS for each process.
Discussion with the Firearms Licensing Manager
noted that these were produced two years ago and
have not been updated since. Furthermore, a
review of the process maps confirmed that these

The current procedural guidance
should cover all key aspects of the
firearms licensing process. The
guidance should be reviewed and
updated on at least an annual basis to
ensure it remains fit for purpose.

2

Force Policies are reviewed every two No further action
years and provide some guidance to staff. to be taken at
Additionally, all staff are expected to this point.
comply with national Home Office
guidance regarding the management of
firearms licences. These documents
together with the day-to-day oversight of
the section’s Firearms Licensing Manager
is thought to be all that is required to
ensure consistency & effective risk
management.
The process maps referred to were not
produced for the benefit of the team and
were never intended as step-by-step
guides
covering
every
process
undertaken by the team. They were
prepared for a specific purpose, namely
for the Force to undertake a review to
identify potential efficiency savings as part
of its Priority Based Budgeting plans. It is
accepted that the inspection identified that
these process maps are out of date and
rather than update them/introduce
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Observation/Risk

Recommendation

do not include the new rules on the requirement for
the Force to send a letter to the relevant GP on
issue of a certificate.
In addition, it was highlighted that there is no set
guidance in place for a number of other processes.
For example, revoking licenses and home/security
inspections. Discussion with the Firearms
Licensing Manager confirmed that the reason why
these have not been produced, and the reason for
not updating the process maps, is due to the belief
that the guidance issued by the Home Office is
sufficient and therefore no further internal guidance
documents are required to be produced. It is felt by
the Firearms Licensing Manager that producing
internal procedure guides would be an ineffective
use of time.
However, during the audit a number of
inconsistencies between methods of working were
identified. These inconsistencies included:
• The checks completed on referees - in some
instances referee checks included PNC and
Guardian, although in others just a PNC check
was completed. It was confirmed the reason
for this is due to a Guardian check not being
required for referees living outside of
Derbyshire. However, audit identified that in
some instances this was still being checked.
Checks required have not been formally
documented by the Force.

Priority

Management response

Timescale/
responsibility

additional ones, it is intended that the
maps are withdrawn to avoid any
confusion. It is expected that a full review
of processes will be completed with the
introduction of E-Commerce, potentially in
2017.
It is acknowledged that slight variations in
processes/record keeping may occur from
one member of staff to another as staff are
empowered and encouraged to treat each
application on its own merits. However, in
respect of the inconsistencies highlighted
within this report:
1) The introduction of NICHE in June
2016 will result in both systems
(Niche & PNC) being checked.
2) Staff are required to add a note
whenever relevant information needs
to be recorded. This is at the staff’s
discretion and is not prescriptive.
3) The staff are now ensuring on a daily
basis that all GP details are entered
correctly.
4) Consideration has been given to PND
checks for out of force referees but
this is not believed to be
proportionate due to the low impact
and risk of the referee on the
licensing process as a whole.
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Observation/Risk
•

•

Recommendation

Priority

Management response

Timescale/
responsibility

Notes on NFLMS - discussion with Admin
Officers identified that some staff will add
notes to NFLMS accounts upon completion of
processes, although other staff would not add
a note. There is no defined criteria for when
notes are required to be added.
GP Details - audit reviewed the process for
sending GP letters with an Admin Officer. It
was identified that the process for updating
any accounts on NFLMS without any GP
details recorded is completed each
Wednesday. If the license accounts do not
have any doctors details registered, then a GP
letter will not be sent out for those licenses.
However, it was noted that at the time of the
audit, five licenses did not have GP details
registered against them and these dated back
to 12 April 2016. Therefore the process had
not been completed every Wednesday in line
with the procedure. This process has not been
formally documented.

Risk: Where procedural guidance does not cover
all key aspects of a process, and / or the guidance
is not regularly reviewed, there is a risk of
ineffective and inefficient working practices within
the department.
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Observation/Risk

4.2

Recommendation

Priority

Change of Address Visits
Observation: In order to provide assurance that
firearms and shotguns continue to be appropriately
stored, and to ensure that unauthorised individuals
cannot access the weapons, a Firearms Enquiry
Officer should conduct a mandatory security visit to
confirm storage arrangements upon change of
address of a current license holder.
It was confirmed that where the Force is notified of
a license holder's change of address, the license
holder's details are updated on the NFLMS with the
new address. The Firearms Licensing Department
will ask the license holder to disclose the new
security arrangements at the new address for the
storage of the firearms. The security arrangements
are then also updated on the system. This process
is the same for both firearms and shotgun
certificate holders.
However, it was noted that a security visit by an
FEO to confirm the security arrangements is not
mandatory at the Force and therefore the Force are
reliant on the information from the holder. If the
applicant is moving from out of the area into the
county then a visit will be conducted but if the
license holder is moving from within the area to
another address within the area then a visit is not
conducted.
A new certificate is also not printed with the new
address and sent to the certificate holder. At other

Upon notification of a change of
address by the license holder, a
mandatory visit by the Firearms
Enquiry Officer should be conducted
to confirm the new storage security
arrangements for Firearms/Shotguns.

2

Management response

Timescale/
responsibility

The security of firearms is a certificate
holder’s personal responsibility.

No further action
There is no requirement under the Home – risk being
Office Guidance to undertake such visits. managed to
acceptable
Applicants are given security advice level.
including the correct fitting of a cabinet on
grant. In the case of a firearm certificate,
the certificate is not issued until the
cabinet has been checked. On a renewal
visit the security is checked.
A new resident moving into the county is
visited to ensure suitability in relation to
the home and other residents, before a
certificate is issued. An existing
Derbyshire certificate holder will have
been visited previously.
Where information is received that a
person is not complying with the
conditions of their certificate, then positive
action is taken.
Gaining access to addresses would also
be difficult as there is no power of entry.
It is not necessary to issue a new
certificate. NFLMS is updated and that is
satisfactory.
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Observation/Risk

Recommendation

Force's within our client base we have seen that,
upon change of address, a mandatory visit is
conducted by the FEO to confirm the security
arrangements and supply the new certificate.
Risk: Where appropriate storage arrangements are
not in place for license holders, there is a risk that
weapons may not be securely stored. This could
lead to unauthorised individuals accessing the
weapons.

Priority

Management response

Timescale/
responsibility

Summary: This report acknowledges
(page 2) that some forces do not visit at
the point of every renewal. Derbyshire
however will conduct an address visit for
all grants, renewals and changes of
address if the person is moving in to the
county. These checks represent a more
robust approach than in many other forces
and as such, it is not believed that
additional visits at the point of a change of
address are required unless intelligence
highlights concerns about a particular
licence holder.
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Observation/Risk

4.3

Recommendation

Priority

Management response

Timescale/
responsibility

The data from NFLMS is used nationally
to benchmark performance using raw
data. Whilst the data may contain
‘exceptions’ which impact on the figures,
this is the same for all forces nationally.

No further action
– risk being
managed to
acceptable
level.

Performance Information
Observation: To ensure that the current
performance of the Force for processing
applications is reflected accurately, the current
process for producing performance data should be
reviewed. Anomalies in the data should be
accounted for where possible.
A report is run from the NFLMS on a quarterly basis
to extract cumulative data from the system in order
to report against the performance indicators. These
reports extract raw figures for grants, renewals,
revocations and variations of licenses, as well as
the turnaround times to complete applications.
Testing of the process to extract reports from the
NFLMS system used for the production of
performance reports was completed. It was noted
that within the reports there were turnaround times
detailed as being between zero days and one day.
Audit reviewed two examples of these and the
reasons for the turnaround times between 0-1 day
were as follows:

The current methodology for
producing performance data against
the performance indicators should be
reviewed to take account of the
anomalies in the data reports.

3

The work required to amend the data
(4,000 records per anum) would be
extensive and the advantages to be
gained are far outweighed by the disbenefits.
E-Commerce may resolve this issue
anyway.
The Force understands the accuracy of
the data that forms part of the decision
making process and therefore manages
any risks.

1) A reprint of a certificate due to the holder losing
the original causes the admin officers to cancel
the original and produce a new certificate. This
takes less than a day to complete and is
actually seen as a grant application on the
system and therefore is extracted within the
report from the system.
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Observation/Risk

Recommendation

Priority

Management response

Timescale/
responsibility

2) A renewal was brought forward so that the
certificate dates were in line with the license
holder's family member. This again causes the
admin officer to cancel the original certificates
and generate new certificates on the system.
This is also seen as a grant application on the
system which takes less than a day to process.
The inclusion of these 0-1 day figures in the
average turnaround times within the period can
have a large effect on the reported figure. On the
other end of the scale there also cases where
applications and renewals can take much longer
due to unforeseen circumstances such as not being
able to get in to contact with the applicant.
Exceptions are not recorded against the figures
and therefore all are included within the average
turnaround time of grant and renewals. A review of
the performance reports identified that there are no
notes to detail where these anomalies may have
occurred. The figure reported can therefore not
been seen as an accurate picture of the turnaround
times of applications processed by the Force.
Risk: Where the current performance of the Force
is reflected inaccurately there is a risk that
inappropriate decisions are made which could
result in ineffective use of resources or sustained
poor performance.
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Observation/Risk

4.4

Recommendation

Priority

Management response

Timescale/
responsibility

It should be noted that when firearms are
lodged with a registered firearms dealer
(RFD), the RFD is under no legal
obligation to notify the police. It is
therefore impossible to check with any
degree of certainty as to whether a licence
holder has in fact lodged their weapons
with a RFD as claimed.

No further action
– risk being
managed to
acceptable
level.

Evidence of Lodging Weapons
Observation: To ensure that license holders are not
in illegal possession of firearms upon expiry of their
license, all weapons should be lodged where
renewals are not guaranteed prior to license expiry.
In order for the Force to retain a clear record of the
lodging of weapons to evidence compliance with
law, adequate details of the lodging should be
maintained by the Force.

All weapons should be lodged where
renewals are not guaranteed prior to
license expiry. There should be an
adequate and accurate record to
evidence the lodging of weapons that
includes, but is not limited to:
•

Testing of a sample of 20 renewals confirmed that •
in two instances the renewed certificate was not •
issued until after the expiration of the previous
certificate. In these instances, the weapons should
be lodged whilst the renewal is completed.
In one of these two, NFLMS was updated to detail
that the license holder had disposed of the
weapons on the date of expiry (29/02/2016)
although the system was updated to note that the
weapons were in the hands of a dealer and the
dealer 'acquired' these 10 days later (10/03/2016).
Further discussion identified this may be the date
that the admin officer entered the information on to
the system. However, there was not a note on the
system to detail when the admin officer had been
in contact with the license holder to confirm the
lodging of the weapons or to confirm what date the
dealer
had
acquired
the
weapons.
Correspondence with the dealer confirmed that the

Confirmation of the date of
disposal by the license holder;
Location of lodged weapons; and
Confirmation of the acquisition
from the persons retaining the
weapons.

3

That said, unlike many other forces,
Derbyshire do ask that all licence holders
lodge their weapons with an RFD or
alternative licence holder should their
certificate expire and adequate records
are maintained on the NFLMS to show
these movements. The system of lodging
firearms before expiry was introduced in
2015 and is a purely manual system to
manage. It was highlighted as best
practice in the HMIC Targeting the Risk
document.
In the first example referred to in this
inspection, 10/3/16 referred to the date
that the entry was made on the system
and not the date the weapons were
transferred to the dealer. On review, it was
felt that the record referred to was
accurate & adequate. It is acknowledged
however that in the second example, the
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Observation/Risk

Recommendation

weapons had been acquired on 29/02/2016, not
10/03/2016.
For the other instance, the license holder had sent
their renewal forms in to Firearms Licensing within
8 weeks and therefore the Force do not ask the
holder to lodge the weapons as the renewal should
be completed in time. However, in this instance the
new certificate was issued 2 days after the expiry
date of the previous certificate and therefore there
was a period of time whereby the license holder did
not have an in date certificate and was retaining
firearms.
Risk: Where the Force has not retained a clear
record of the lodging of weapons, there is a risk that
the Force may not be able to evidence that the
license holder has appropriately lodged their
weapons which could result in reputational damage
to the Force where a dispute may arise. Where
weapons have not been lodged upon expiry of a
certificate prior to renewal there is a risk of illegal
possession of firearms.

Priority

Management response

Timescale/
responsibility

delay in issuing the certificate was caused
within the team and not due to any fault on
the part of the licence holder. As such, a
requirement to lodge the weapons
elsewhere was not enforced.
Overall, it is felt that Derbyshire’s systems
& records are robust. There does however
remain a risk that a licence holder could
claim to have lodged a weapon elsewhere
when that may not be the case. To
minimise this risk altogether, an estimated
1000+ checks would need to be
conducted annually to check with the
persons receiving the lodged weapons.
The force has decided that this would not
be proportionate, especially as the force
has no history of problems in this area.
The force goes over and above what is
required by carrying out home visits for all
Renewals and it is believed this mitigates
this above risk as physical checks are
carried out which most other forces do not.
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A1 Audit Information
Scope and Objectives

Audit Control Schedule
Primary Sponsors:

Our audit considered the following risks relating to the area under review:
Helen Boffy – Treasurer, Office of the
Police and Crime Commissioner OPCC

•

Terry Neave – Director of Finance &
Business Services, Derbyshire Police

•

Superintendent Steve Wilson – Head of
Department Criminal Justice
Steve Pont – Chief Inspector
Client contacts:

Nick Jones – Firearms Licensing Manager

Internal Audit Team:

Mike Clarkson, Director

•
•
•
•

Brian Welch, Internal Audit Senior
Manager

•

Rosie Watson, Internal Audit Assistant
Manager

•

Peter Bampton, Internal Auditor

Failure to implement a sound governance framework leading to non-compliance
with key law, regulations, internal policies and procedures.
Clearly defined policies and/or procedures are not in place resulting in ineffective
and inefficient working practices.
Applications and renewals are not suitably vetted as part of the approval process
leading to inappropriate issuing of licenses.
Applications and renewals are not authorised in accordance with the approved
firearms licensing process leading to inappropriate issuing of licenses.
Payments are not received in accordance with the agreed rates and are not properly
accounted for leading to a financial loss to the force.
Clear procedures are not in place in respect of the revoking of licences leading to
inappropriate revocations.
There is not an agreed process for home / security inspections with regards the
holding of firearms leading to unsafe securing of firearms.
Performance information is not available and is not reviewed resulting in ineffective
administration of the firearms licensing process.

In reviewing the above risks, our audit considered the following areas:
• Internal Force Governance
• Policies and Procedures
• Applications and Renewals
• License Holders

Finish on Site \ Exit Meeting:

05 May 2016

Draft report issued:

13 May 2016

Management responses received:

13 July 2016

Testing was carried out on a sample basis.

Final report issued:

13 July 2016

Our work does not provide any guarantee against material errors, loss or fraud or provide an
absolute assurance that material error, loss or fraud does not exist.
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Definitions of Recommendations

Definitions of Assurance Levels
Assurance Level
Significant
Assurance:

Adequacy of system
design

Effectiveness of
operating controls

There is a sound system of The control processes
internal control designed to tested
are
being
achieve the Organisation’s consistently applied.
objectives.

Satisfactory
Assurance:

While there is a basically
sound system of internal
control,
there
are
weaknesses, which put
some of the Organisation’s
objectives at risk.

There is evidence that the
level of non-compliance
with some of the control
processes may put some
of the Organisation’s
objectives at risk.

Limited
Assurance:

Weaknesses in the system
of internal controls are such
as to put the Organisation’s
objectives at risk.

The level of noncompliance puts the
Organisation’s objectives
at risk.

No Assurance

Control processes are
generally weak leaving the
processes/systems open to
significant error or abuse.

Significant
noncompliance with basic
control processes leaves
the processes/systems
open to error or abuse.

Priority

Description

Priority 1
(Fundamental)

Recommendations represent fundamental control
weaknesses, which expose the organisation to a high
degree of unnecessary risk.

Priority 2
(Significant)

Recommendations represent significant control
weaknesses which expose the organisation to a
moderate degree of unnecessary risk.

Priority 3
(Housekeeping)

Recommendations show areas where we have
highlighted opportunities to implement a good or better
practice, to improve efficiency or further reduce exposure
to risk.
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A2 Statement of Responsibility
Status of our reports

The responsibility for maintaining internal control rests with management, with internal audit providing a service to management to enable them to achieve this objective.
Specifically, we assess the adequacy of the internal control arrangements implemented by management and perform testing on those controls to ensure that they are
operating for the period under review. We plan our work in order to ensure that we have a reasonable expectation of detecting significant control weaknesses.
However, our procedures alone are not a guarantee that fraud, where existing, will be discovered.
The contents of this report are confidential and not for distribution to anyone other than the Office of the Police and Crime Commissioner for Derbyshire and Derbyshire
Police. Disclosure to third parties cannot be made without the prior written consent of Mazars LLP.
Mazars LLP is the UK firm of Mazars, an international advisory and accountancy group. Mazars LLP is registered by the Institute of Chartered Accountants in England
and Wales to carry out company audit work.
Chartered Accountants in England and Wales to carry out company audit work.
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APPENDIX E TO AGENDA ITEM 7A, JARAC

Final Internal Audit Report
National Undercover Policing Inquiry
July 2016
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01 Introduction

02 Background

As part of the Internal Audit Plan for 2016/17 for the Office of the Police and
Crime Commissioner for Derbyshire and Derbyshire Police, we have
undertaken an audit of the financial controls and processes in place in respect
of the National Undercover Policing Inquiry which Derbyshire Police are the
lead force for.

The National Undercover Policing Inquiry was announced in 2015 by the
Secretary of State to investigate undercover policing operations carried out
since 1968, including the extent to which they targeted individuals and groups
such as political and social justice campaigns.

The specific areas that formed part of this review included: policies and
procedures; budget setting, budget approval; income; expenditure and
reporting arrangements.
We engaged with a number of staff members across the Force during the
review and are grateful for their assistance during the course of the audit.

The inquiry was announced in response to the review carried out by Mark
Ellison which included ““Possible miscarriages of justice: impact of
undisclosed undercover police activity on the safety of convictions.” and has
therefore driven the terms of reference for the inquiry.
The National Police Chiefs Council (NPCC) are formed of the Chief
Constables from the 43 forces of England and Wales and is the responsible
body for the co-ordination of national policing activities. The Chief Constable
for Derbyshire Police is currently the national lead for Serious Organised
Crime and, as such, Derbyshire are acting as the lead force for the inquiry.
The NPCC has instructed Derbyshire Police to put in place the relevant
personnel to carry out the inquiry and, as such, have approved two elements
of funding for the inquiry.
The salary costs of the Lead Investigator and the legal costs were approved
by the NPCC and Derbyshire Chief Constable wrote to and invoiced the other
Forces who are all jointly funding the inquiry.
The finance arrangement for the inquiry are managed by Derbyshire Police,
in accordance with the Derbyshire Police Financial Regulations, and are
responsible for the collection of funds due from other forces, the approval of
expenditure and the documenting of all income and expenditure in relation to
the inquiry.
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03 Key Findings
Assurance on adequacy and effectiveness of internal controls
Satisfactory Assurance

Priority

Number of recommendations

1 (Fundamental)

0

2 (Significant)

1

3 (Housekeeping)

0

TOTAL

1

Examples of areas where controls are operating reliably
•

The Inquiry has a set Terms of Reference and there is a governance structure
in place where the Force report to the NPCC for the approval of finances and
appropriate monitoring.

Risk Management

•

The Force have set two budgets in place, £150k for legal costs and £180k for
inquiry expenses including salary costs, for the inquiry which have been
reported to the NPCC and were subsequently approved by the NPCC.

The inquiry is in its infancy and, as such, associated costs to date have been small
however the audit was able to confirm that the Force have a sound system of internal
control that clearly documents all income and expenditure in relation to the inquiry.
Moreover, inquiry budgets have been collected and are being drawn against to
ensure Derbyshire are not incurring inquiry costs.

•

The Force has written to and invoiced the other forces who are jointly funding
the inquiry. The majority of the invoices have been paid and the inquiry funds
are sat with Derbyshire Police.

•

The Force have created appropriate cost centres within its financial system,
Agresso, to enable them to account for all income and expenditure relating to
the inquiry.

•

There has been internal reporting between the Head of Finance and the Chief
Constable,

One of the key risks to the Force from leading this inquiry is the financial cost of any
overspending in relation to the inquiry and adequate steps have been taken to
minimise this risk. The Force prepared two budgets in relation to the inquiry, one for
the investigators costs and one for the legal costs associated with the inquiry. The
salary and expenses of the investigation made up the budget for the investigation
costs. The legal costs were more difficult to estimate and were based upon the Head
of Legal Services’ knowledge and experience of past inquiries to determine the
budget figure. The budgets were both presented to, and subsequently approved by,
the NPCC.
To ensure that the Force do not have to sustain costs of the inquiry from their own
resources they have sought the collection of income prior to the inquiry costs taking
place and are drawing down against these funds when paying inquiry costs. Thus,
this limits the risk of the Force having to bear the financial costs of the inquiry from
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their own resources when they should be shared with the other forces who are part
of the NPCC.
The Force has appropriate authorisation mechanisms in place, with the legal
services department being the only authorisers of invoices for the legal costs relating
to the inquiry.
The Head of Finance sends monthly updates to the Chief Constable to keep him
informed of the current financial position of the inquiry which allows the Chief to
report to the NPCC where necessary. However, it is noted that the inquiry is in its
early stages having begun in January 2016 and no formal reports have been sent
to the NPCC but the Force has plans to produce reports when a greater proportion
of the budget has been spent to ensure that appropriate time is given to requesting
further funds from the NPCC. A recommendation has been raised see Section 04
below.

Value for Money
Value for money (VfM) considerations can arise in various ways and our audit
process aims to include an overview of the efficiency of systems and processes in
place within the auditable area.
Through discussion with Head of Legal services it was demonstrated that value for
money has been considered in the use of counsel and an approach to engage hourly
rates of work as opposed to set fees has been adopted.
The Agresso system allows monitoring of all expenditure relating to the inquiry which
enables the Force the ability to review all its expenditure in terms of it value of money
arrangements.
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04 Areas for Further Improvement and Action Plan
Definitions for the levels of assurance and recommendations used within our reports are included in Appendix A1.
We identified an area where there is scope for improvement in the control environment. The matters arising have been discussed with management, to whom we
have made recommendations. The recommendations are detailed in the management action plan below.
Observation/Risk

4.1

Recommendation

Priority

Management response

Timescale/
responsibility

Agreed. From July 2016 (reporting
period ending 30th June) a regular
budget monitoring report will be
sent to the Chief Constable,
National Coordinator and Head of
Legal Services.

Dan
Fern,
Head
of
Finance
&
Business
Support

Budget Reporting
Observation: There are currently plans in place to
provide formal budget reports to the NPCC when
the expenditure of the budget in place reaches set
amounts.
It is best practice to ensure regular budget reports
are provided to the NPCC on a quarterly basis in
line with their meeting schedule to ensure
appropriate monitoring of inquiry expenditure is
carried out.

The Force should adopt a
regular formal reporting
format to ensure budget is
being monitored and reported
on a regular basis

2

Risk: Potential budget overspends are not
recognised in a timely manner to allow corrective
action to take place.
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A1 Audit Information

Scope and Objectives

Our audit considered the risks relating to the following areas under review:

Audit Control Schedule
Client contacts:

Policies and Procedures
Helen Boffy – OPCC Chief Finance
Officer
Terry Neaves – Director of Finance
Dan Fern – Head of Finance
Craig Sutherland – Head of Legal

•
Clearly defined policies and procedures are in place which govern the
financial arrangements for the national inquiry and are reviewed and updated on a
regular basis, in line with any changes to the inquiries scope.
Budgeting
•
An approved budget setting process is in place to include timetables,
allocation of funds to achieve outcomes and monitoring procedures.

Mike Clarkson, Director

•
Robust monitoring (including forecasting) and reporting processes are in
place to ensure that initial budgets are adhered to, with any variances reported
accordingly.

Brian Welch, Internal Audit Senior
Manager

•
Additional funds required from other forces are timely identified and
communicated.

Mark Lunn, Senior Auditor

Financial Transactions

Finish on Site \ Exit Meeting:

10th June 2016

Draft report issued:

23rd June 2016

•
There are effective processes and controls in place with regards the
approval of expenditure, re-charging and accounting for costs associated with the
inquiry.

Management responses received:

6th July 2016

Final report issued:

7th July 2016

Andy Ward – Lead Investigator
Internal Audit Team:

Performance Monitoring
•
Effective reporting routines are in place at Senior Management, Force and
OPCC level. Budgets are regularly monitored and variances analysed and
communicated so as to minimise the risk of budget under/overspend.
Testing was carried out on a sample basis.
Our work does not provide any guarantee against material errors, loss or fraud or
provide an absolute assurance that material error, loss or fraud does not exist.

OPCC for Derbyshire and Derbyshire Police – National Undercover Policing Inquiry (Final) – July 2016
Page 5

Definitions of Assurance Levels
Assurance Level

Adequacy of system
design

Definitions of Recommendations
Effectiveness of
operating controls

Significant
Assurance:

There is a sound system of The control processes
internal control designed to tested
are
being
achieve the Organisation’s consistently applied.
objectives.

Satisfactory
Assurance:

While there is a basically
sound system of internal
control,
there
are
weaknesses which put
some of the Organisation’s
objectives at risk.

There is evidence that the
level of non-compliance
with some of the control
processes may put some
of the Organisation’s
objectives at risk.

Limited
Assurance:

Weaknesses in the system
of internal controls are such
as to put the Organisation’s
objectives at risk.

The level of noncompliance puts the
Organisation’s objectives
at risk.

No Assurance:

Control processes are
generally weak leaving the
processes/systems open to
significant error or abuse.

Significant
noncompliance with basic
control processes leaves
the processes/systems
open to error or abuse.

Priority

Description

Priority 1
(Fundamental)

Recommendations represent fundamental control
weaknesses, which expose the organisation to a high
degree of unnecessary risk.

Priority 2
(Significant)

Recommendations represent significant control
weaknesses which expose the organisation to a
moderate degree of unnecessary risk.

Priority 3
(Housekeeping)

Recommendations show areas where we have
highlighted opportunities to implement a good or better
practice, to improve efficiency or further reduce exposure
to risk.
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A2 Statement of Responsibility
Status of our reports

The responsibility for maintaining internal control rests with management, with internal audit providing a service to management to enable them to achieve this objective.
Specifically, we assess the adequacy of the internal control arrangements implemented by management and perform testing on those controls to ensure that they are
operating for the period under review. We plan our work in order to ensure that we have a reasonable expectation of detecting significant control weaknesses.
However, our procedures alone are not a guarantee that fraud, where existing, will be discovered.
The contents of this report are confidential and not for distribution to anyone other than the Office of the Police and Crime Commissioner for Derbyshire and Derbyshire
Police. Disclosure to third parties cannot be made without the prior written consent of Mazars LLP.
Mazars LLP is the UK firm of Mazars, an international advisory and accountancy group. Mazars LLP is registered by the Institute of Chartered Accountants in England
and Wales to carry out company audit work.
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APPENDIX F TO AGENDA ITEM 7A, JARAC

Final Internal Audit Report
Workforce Planning
July 2016
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A2 Statement of Responsibility
If you should wish to discuss any aspect of this report, please contact Brian Welch, Senior Manager,
brian.welch@mazars.co.uk or Mike Clarkson, Partner, mike.clarkson@mazars.co.uk

2

01 Introduction
As part of the Internal Audit Plan for 2016/17 for the Office of the Police and
Crime Commissioner for Derbyshire (OPCC) and Derbyshire Police, we have
undertaken an audit of the controls and processes in place in respect of
Workforce Planning.
The specific areas that formed part of this review included: governance,
succession planning, recruitment and retention, and talent management.

Moving Forward was a long term strategy put in place to project manage the
significant change that the Force had to undertake following the outcome of
the Government Spending Review and subsequent reduction in funding. The
Moving Forward Strategic Board set the objective and targets for this project
which included the planned reduction of the establishment. The Moving
Forward Operational Implementation Group (MFOIG) are tasked with the
delivery of the Moving Forward programme across the organisation and the
management of the workforce is an area of oversight in the delivery of overall
objectives.

We engaged with a number of staff members across the Force during the
review and are grateful for their assistance during the course of the audit.

Below the MFOIG is the Police Officer Deployment Panel (PODP) which is
chaired by the Deputy Chief Constable and attended by senior officers and
the Head of HR. This group have the decision-making powers on the
deployment of officers.

02 Background

There are also a number of supportive panels and groups below the PODP,
including Uniform Recruitment Group, Sergeant and Inspector Panels and a
meeting between Head of HR, Head of Finance and Deputy Chief Constable.

Workforce planning is defined by the Chartered Institute of Professional
Development as “…a process to ensure the right number of people with the
right skills are employed in the right place at the right time to deliver an
organisation’s short and long term objectives. It embraces a diverse and
extensive range of activities which will vary between organisations. They may
include succession planning, flexible working, labour demand and supply
forecasting, recruitment and retention planning, skills gap analysis, talent
management, risk management etc.
It is clear from this definition that workforce planning is an extensive area and
it was agreed to focus the scope of the audit on succession planning,
recruitment and talent management, in addition to overall governance
arrangements.

Succession planning is led by the Workforce Planning Manager who is a
central point of contact for officers and has a detailed knowledge of the
establishment due to the time in post. A host of data has been collated to
assist in succession planning, including forecasting of movements of officers
and the opportunities for more junior officers to fill these roles.
The Uniform Recruitment Group have oversight of the recruitment process
and issues relating to recruitment, although overall decision-making on
recruitment lies with the Deputy Chief Constable and is made in consultation
with Head of HR and Head of Finance.
In order to better understand the workforce and assist in the retention of
officers, a number of engagement surveys have been carried out in recent
years, with actions to address the findings put in place and communicated to
staff.
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The force have a number of talent and development programmes in place,
including a divisional development scheme, national FastTrack scheme and
a national High Potential Development Scheme.
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03 Key Findings

Priority

Assurance on adequacy and effectiveness of internal controls

Satisfactory Assurance

Number of recommendations

1 (Fundamental)

-

2 (Significant)

4

3 (Housekeeping)

1

TOTAL

5

Sector Comparison

Examples of areas where controls are operating reliably
•

Workforce planning encompasses a number of areas of work for the Force and
a Governance Framework is in place which provides oversight and
accountability for the work completed.

•

The Workforce Planning Manager maintains a host of data that enables detailed
monitoring of the current establishment in place.

•

A robust process is in place to forecast the future movements in the
establishment, including career breaks, known retirements and external
secondments.

•

A process of engagement with the current workforce has been adopted,
including a number of engagement surveys over the last three years, with the
Force carrying out actions based upon the outcome of the surveys.

•

The Force support a number of national talent schemes, as well as creating a
local development programme for staff.

From our experience across our client base, we are seeing pressure on resources
and higher service demands have resulted in challenges to the existing control
environment. This often results in increased challenges to the decision making
process where conflicting priorities exist and need to be balanced with effective risk
management.
Due to the high importance of the services delivered and the great level of scrutiny
that is received, it is common for public sector organisations to be risk averse. It is
therefore important that public sector organisations have effective risk management
functions in place.
Most organisations across the sector are facing similar challenges, with changes to
their establishments being required due to ongoing funding pressures and
assurance was received that Derbyshire have put in place an appropriate
governance structure to monitor and implement the changes required which stands
comparison with similar organisations.
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Risk Management

Value for Money

Overall, workforce planning within the Force is deemed to have a sound control
system in place, however some areas for improvement have been identified.

Value for money (VfM) considerations can arise in various ways and our audit
process aims to include an overview of the efficiency of systems and processes in
place within the auditable area.

It has been noted throughout the audit that the Workforce Planning Manager is key
to the process and maintains most of the data that is used in workforce planning on
standalone spreadsheets. This increases the risk that the existing knowledge to
create and maintain the data is lost in the absence of the Workforce Planning
Manager.
A skills and training analysis was instigated by the Force to map the current level of
skills and training held by the workforce, however this was unable to be completed
after problems relating to data management. The lack of an IT system to easily
manage and create key data used in workforce planning decision making increases
the risk of poor decision making based on incorrect data.

A number of recommendations have been raised to not only mitigate risks but to
improve the efficiency of systems and processes in place within the areas of
workforce planning reviewed.
The use of an appropriate IT system would lead to a more efficient process for
preparing relevant data to assist in workforce planning decision making.
The improvements in talent management could lead to an increase in workforce
engagement which should assist in the retention of staff thus reducing costly
external recruitment.

There is a robust process of resource forecasting, with audit confirming that
projected leavers, including retirements, career breaks and secondments, are
accurately accounted for. This data provides decision makers with key information
when deciding upon the timing and number of intakes of officers. The Head of HR,
Head of Finance and Deputy Chief Constable authorise the intakes however the
authorisation decision is not formally documented.
Whilst the Force supports the national talent programmes, and has a development
programme in place, the identification of talent does not currently have a robust
evidence based process in place. This increases the risk that the Force fails to
identify the most talented individuals.
There is also a lack of co-ordination in place in respect of talent management and
there is currently no clear links between development programmes, individual
appraisals and succession planning.
In light of the issues highlighted by Audit, a number of recommendations have been
raised See Section 04 below.
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04 Areas for Further Improvement and Action Plan
Definitions for the levels of assurance and recommendations used within our reports are included in Appendix A1.
We identified areas where there is scope for improvement in the control environment. The matters arising have been discussed with management, to whom we
have made recommendations. The recommendations are detailed in the management action plan below.
Observation/Risk

4.1

Recommendation

Priority

Management response

Timescale/
responsibility

Agreed.

Head of HR

Business Continuity
Observation: The Workforce Planning Manager is Appropriate succession plans
the only individual who currently manages all the should be put in place to
key data that is used in workforce planning.
ensure that skills and
knowledge to create and
He has been in post for a number of years and has maintain key data in respect
created various processes including monitoring of workforce planning is not
upcoming retirement dates of officers and lost.
monitoring proposed secondments which all feed
into key data that assists in the decision making in
workforce planning.

2

Appropriate steps will be taken to October 2016
ensure that the knowledge and
skills of the workforce planning
manager are transferred /
documented to ensure workforce
planning can continue in their
absence.

Should the manager be unavailable or indisposed
then there is a risk that the organisation would be
unable to maintain the key data and / or be able to
replicate it as these processes are not documented
or familiar to other members of staff.
Risk: The Force are unable to utilise up to date and
accurate data in workforce planning decision
making.
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4.2

Workforce Planning Data
Observation: At present the data that is used to
support workforce planning is held on standalone
spreadsheets, as the current IT system for HR data
does not allow the right functionality for workforce
planning.
Data is often extracted and held in standalone
spreadsheets before being manipulated into a more
useful format.

The Force should consider
adopting a relevant IT system
that would allow relevant data
to be stored easily and
provide detailed information
to aid in decision making.

2

Agreed.

Head of HR

An appropriate IT system to assist October 2016
in the preparation and ongoing
monitoring of data in relation to
workforce planning would be
beneficial and will be investigated
further to see if it is a viable option.

Therefore if these standalone spreadsheets are not
regularly updated in line with new data this
increases the risk that out of date or inaccurate
information is used when making workforce
planning decisions.
Risk: Workforce planning decisions are based on
incorrect or out of date data
4.3

Recruitment Authorisation

2

Observation: At present the authorisation for The authorisation to proceed
uniform recruitment intakes (regular officers and with recruitment should be
PCSO’s) are addressed at a meeting between clearly documented.
Head of HR, Head of Finance and Deputy Chief
Constable.

Agreed. An appropriate process will Head of HR
be agreed upon and followed
August 2016
moving forward.

However, the authorisation to proceed with intakes
of officers is not formally documented.
Risk: The Force cannot provide a transparent
decision making process should a decision be
challenges.
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4.4

Talent Identification
Observations: Whilst the Force supports a number A robust process of
of national and local development programmes, it is identifying talent should be
dependent on individuals applying to them or put in place.
appropriate line manager support and
encouragement to get the right individuals to apply.

2

It has already been acknowledged Head of HR
that talent management and
evidence based talent identification October 2016
is an area for improvement and
consideration of how to improve
this will be reviewed and
implemented.

3

Agreed.

Head of HR

See comments above.

October 2016

There is currently no process to identify talented
individuals outside of this, such as high levels of
performance or through appraisal systems.
Therefore the Force is currently lacks an evidence
based talent identification process.
Risk: The Force are unable to identify the most
talented individuals.
4.5

Talent Management
Observation: There is currently a lack of a
coordinated approach to talent management with
clear links to other areas of workforce planning,
including appraisal system and succession
planning.
The Force support a divisional development
programme and two national talent schemes,
however there appears to be a lack of co-ordination
between these schemes and future workforce
plans.

Consideration should be
given to having an overall
lead for the co-ordination and
oversight
of
talent
management across the
force.

Moreover, there is currently no clear links between
the Force appraisal system, PDR, and any relevant
development plans for individuals.
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Risk: The Force fails to retain and develop the
talent within the workforce.
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A1 Audit Information

Our audit considered the risks relating to the following areas under review:
Governance

Audit Control Schedule
Client contacts:

Scope and Objectives

Helen Boffy – OPCC Chief Finance
Officer

•

and responsibilities, risk management processes, decision making and reporting
arrangements.

Terry Neaves – Director of Finance
Phil Mason – Head of Human Resources
Insp Jon Lish – Workforce Planning
Manager

Governance arrangements for Workforce Planning are clearly defined, including roles

Succession Planning
•

There are robust succession planning processes in place which identify and develop
officers and provide structured opportunities for secondments and promotions for
employees who are prepared to assume these roles as they become available.

Internal Audit Team:

Mike Clarkson, Partner
Brian Welch, Internal Audit Senior
Manager
Mark Lunn, Senior Auditor

•

Key roles are identified within the organisation and relevant succession plans are put
in place to address these.

Recruitment and Retention Planning
•

There are robust recruitment planning processes in place which identify the current
and future police officer numbers

Finish on Site \ Exit Meeting:

1st July 2016

Draft report issued:

18th July 2016

Management responses received:

25th July 2016

Final report issued:

28th July 2016

•

The Force are engaged in regular communication with the workforce to understand
current engagement levels which will drive strategy to ensure they retain key staff and
key skills needed.

Talent Management
•

The Force has a robust talent programme that is linked with key risks to ensure that
the future needs of the organisation can be met.

•

The Force regularly undertakes skills analysis to identify any areas of concern, with
appropriate action plans put in place to address them.

Testing was carried out on a sample basis.
Our work does not provide any guarantee against material errors, loss or fraud or provide an
absolute assurance that material error, loss or fraud does not exist.
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Definitions of Assurance Levels
Assurance Level

Adequacy of system
design

Effectiveness of
operating controls

Significant
Assurance:

There is a sound system of The control processes
internal control designed to tested
are
being
achieve the Organisation’s consistently applied.
objectives.

Satisfactory
Assurance:

While there is a basically
sound system of internal
control,
there
are
weaknesses which put
some of the Organisation’s
objectives at risk.

There is evidence that the
level of non-compliance
with some of the control
processes may put some
of the Organisation’s
objectives at risk.

Limited
Assurance:

Weaknesses in the system
of internal controls are such
as to put the Organisation’s
objectives at risk.

The level of noncompliance puts the
Organisation’s objectives
at risk.

No Assurance:

Control processes are
generally weak leaving the
processes/systems open to
significant error or abuse.

Significant
noncompliance with basic
control processes leaves
the processes/systems
open to error or abuse.

Definitions of Recommendations
Priority

Description

Priority 1
(Fundamental)

Recommendations represent fundamental control
weaknesses, which expose the organisation to a high
degree of unnecessary risk.

Priority 2
(Significant)

Recommendations represent significant control
weaknesses which expose the organisation to a
moderate degree of unnecessary risk.

Priority 3
(Housekeeping)

Recommendations show areas where we have
highlighted opportunities to implement a good or better
practice, to improve efficiency or further reduce exposure
to risk.
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A2 Statement of Responsibility
Status of our reports

We take responsibility to the Office of the Police & Crime Commissioner for Derbyshire and Derbyshire Police for this report which is prepared on the basis of the
limitations set out below.
The responsibility for designing and maintaining a sound system of internal control and the prevention and detection of fraud and other irregularities rests with
management, with internal audit providing a service to management to enable them to achieve this objective. Specifically, we assess the adequacy and effectiveness of
the system of internal control arrangements implemented by management and perform sample testing on those controls in the period under review with a view to providing
an opinion on the extent to which risks in this area are managed.
We plan our work in order to ensure that we have a reasonable expectation of detecting significant control weaknesses. However, our procedures alone should not be
relied upon to identify all strengths and weaknesses in internal controls, nor relied upon to identify any circumstances of fraud or irregularity. Even sound systems of
internal control can only provide reasonable and not absolute assurance and may not be proof against collusive fraud.
The matters raised in this report are only those which came to our attention during the course of our work and are not necessarily a comprehensive statement of all the
weaknesses that exist or all improvements that might be made. Recommendations for improvements should be assessed by you for their full impact before they are
implemented. The performance of our work is not and should not be taken as a substitute for management’s responsibilities for the application of sound management
practices.
This report is confidential and must not be disclosed to any third party or reproduced in whole or in part without our prior written consent. To the fullest extent permitted by
law Mazars LLP accepts no responsibility and disclaims all liability to any third party who purports to use or reply for any reason whatsoever on the Report, its contents,
conclusions, any extract, reinterpretation amendment and/or modification by any third party is entirely at their own risk.
Registered office: Tower Bridge House, St Katharine’s Way, London E1W 1DD, United Kingdom. Registered in England and Wales No 0C308299.
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ANNEX G TO AGENDA ITEM 7A, JARAC

Divisional Regulatory Checks
September 2016
01

Introduction
In line with the approved Internal Audit Plan for 2016/17 for the Office of the Police & Crime Commission
for Derbyshire and Derbyshire Police, Internal Audit have carried out unannounced visits to the three sites
(Derby, Buxton and Chesterfield) to review the effectiveness of internal controls in operation with regards
to the maintenance and security of cash (petty and seized) and seized property. The site visits were
undertaken in unison with the Head of Finance.

02

Background
The Force have recently moved to a two division model, North and South, however the previous three
Divisional Head Quarters (DHQ’s) based in in Derby, Chesterfield and Buxton are still being used as
stores for cash and property and, as such, audit carried out unannounced visits to all three sites.
The Niche system went live on 22nd June 2016, which replaced the previous property records system,
Guardian. As a consequence, any new items booked into the stores are now assigned a Niche reference
number. There is an ongoing process to convert the Guardian records into the Niche system, with a
standalone spreadsheet of 30,000 items from Guardian currently being manually reviewed. Therefore, at
present, records are held across Niche and Guardian which restricted the level of testing possible during
the current site visits.
Derbyshire OPCC and the Force have a central finance team in place that supports the three sites. Each
site is provided with a petty cash float and they maintain their own records of petty cash. Petty cash is
used for purchasing ad hoc items needed in the course of business, including small office supplies or
items needed at short notice.
Each site maintains a spreadsheet for their own petty cash receipts and payments, alongside the paper
forms that are completed and submitted to finance for reimbursement. The spreadsheet also contains a
reconciliation sheet that is completed to ensure there are no discrepancies with the cash held.
Previously, when cash was seized by officers it was counted, placed in sealed bags and entered onto the
Guardian system and an appropriate reference number given to the item before being placed in the safe.
The same process is still adopted however, instead of the Guardian system being used, the new Niche
system is in place. Such cash should be banked frequently. However, it may be necessary to keep the
cash for longer if it is part of ongoing investigations or requires forensic examinations.
Each site has a safe so that cash can be stored securely, with some sites having more than one dependent
on the space available and individual safe insurance limits. Access to the safes is limited to the on-site
Finance staff in each location, with appropriate controls around keys including key safes or dual control
needed for access to the safe.
A weekly reconciliation of the safe contents is undertaken, with two staff members verifying the items held
in the safe to the records held on Guardian and Niche. They then sign and date the print out from Guardian
and Niche, which is a record of the check being completed.

The three divisional sites that audit visited hold seized property which, up until the introduction of Niche
in July 2016, was recorded on the Guardian system. The previous process was to assign a reference
number to the item in the Guardian system and then the storage location is written in the Guardian system.
In addition to the 2015/16 Divisional Regulatory Check, a small sample of seized property was also tested
to reconcile items held to the records and vice versa. Initially it was planned to complete testing of
disposals at the time of the unannounced visit, however the site visits showed that it was not possible to
undertake relevant audit testing due to the timing of movement between the two systems, meaning
relevant testing samples could not be obtained. The new system, once embedded, will allow for the
disposal process to be tested in full and it is suggested a further audit is undertaken once the system is
fully embedded alongside the publication of the updated Property Policy that is currently in draft.
The objective of the visits was to provide assurance that:
•
•
•
•

Petty cash held on site reconciles to records held by the Force Finance Team.
Seized cash held on site reconciles to local records of seizures.
Seized property held on site reconciles to local records.
Security arrangements in respect of cash are adequate and fit for purpose.

Assurance was gained from discussion with key officers, review of supporting documentation and
counting of the cash held on site. We are grateful for the assistance from these key officers during the
course of the review.

03

Findings
Buxton Divisional Head Quarters
The Buxton site has two safes, with items split between the two to ensure compliance with insurance
limits. A petty cash tin and a petty cash receipts tin was held in the larger of the two safes.
At the time of the visit the petty cash records showed cash held was £388.12. This did not match the
physical cash held of £512.25. The discrepancy was due to the petty cash records not being up to date,
ie whilst our visit was on 22nd August, the last update was completed on 3rd August. When the updated
information was input the petty cash records balanced.
Management confirmed that petty cash records at Buxton were being updated once a month and this was
felt not to have been an issue. However, as Buxton is no longer a separate team, and now comes under
the supervision and management of the team leader based in Chesterfield, staff will be asked that the
procedures are changed so they are consistent with the other sites.
The staff at Buxton were aware of the correct procedures for maintaining seized cash in the safe and audit
testing verified that the safe contents matched to the records held.
A weekly safe record reconciliation is signed and dated by two members of staff and we verified that these
reconciliations took place and are maintained for evidence purposes.
Audit selected five items at random from the property stores to verify these matched to records held,
however issues were found:
•
•

1/5 item selected had no records in either the Guardian system or Niche system. Upon
investigation it was found to be an old item held prior to both systems; whilst paper records are
held for such items, the item selected had no paper record;
2/5 items selected were listed as disposed on the Guardian system;

•

1/5 item was listed on the Guardian system but had an incorrect location listed compared to
where the item was being held.

The issues were highlighted to the staff on site at the time of the visit. It is acknowledged that due to the
relatively small volume of property going through the stores at Buxton, few property items have yet to be
transferred to the Niche system and remain on Guardian.

Chesterfield Divisional Head Quarters
Petty cash on site is held in a locked tin inside a locked safe, with keys retained in a locked wall unit. A
petty cash spreadsheet is maintained to show payments, receipts and reimbursements that were due. We
were able to confirm that the physical cash matched the records held on site.
The staff at Chesterfield were aware of the correct procedures for maintaining seized cash in the safe and
audit testing verified that the safe contents matched to the records held.
A weekly safe record reconciliation is signed and dated by two members of staff and we verified that these
reconciliations were kept as a record of the completed reconciliation.
Audit selected five items at random from the property stores to verify these matched to records held and
audit confirmed that all five items had records on the system and that the location of the item was correctly
stated.
It was noted that Chesterfield has prepared their stores to easily locate the new property items that have
Niche reference numbers which allowed audit to carry out an additional test of property, as the Niche
system allows for a report of all items stored in a set location to be produced. Therefore, audit selected a
specific location in the store room and a list of all items that should be there was produced and audit
verified that the records held matched the items held.

Derby Divisional Head Quarters
Petty cash is held in a locked tin inside a locked safe, with the safe keys held in a key safe. We were able
to confirm that the physical cash matched the records held and overall petty cash balance matched the
records kept.
The staff at Derby were aware of the correct procedures for maintaining seized cash in the safe and audit
testing verified that the safe contents matched to the records held.
A weekly safe record reconciliation is signed and dated by two members of staff and we verified that these
reconciliations were kept as a record of the completed reconciliation.
Audit selected five items at random from the property stores to verify these matched to records held and
audit confirmed that all five items had records on the system and that the location of the item was correctly
stated on the record.
At Derby property records were able to be reviewed for items in the locations listed and audit were able
to verify that five items listed on the records were correctly held in the stores.

04

Conclusion
The unannounced site visits showed that internal controls for petty cash are operating as intended, with
internal audit able to reconcile cash held to records maintained with some minor balancing errors detected.
However, as per the 2015/16 Divisional Regulatory Checks, the same issue with keeping Petty Cash
Records up to date was highlighted at the Buxton site. It is good practice to ensure reconciliation records
are updated when amendments to petty cash are required to ensure an accurate and current record is
held at all times and staff involved in petty cash handling should be made aware of this best practice
approach.
The procedures for seized cash are operating as intended, with staff being aware of the procedures that
should be followed. Audit were able to reconcile the seized cash held in the safes to the records held on
the Guardian or Niche systems.
The back record conversion of records on Guardian to Niche is ongoing and has contributed to findings
outlined above. It is proposed that a standalone audit of the property stores, including the disposals
process, is undertaken once the new Niche system is fully embedded.
Security arrangements at each of the sites are adequate and appropriate, with the use of safes and a
regular check of the safe contents being undertaken.

AGENDA ITEM 8A
JOINT AUDIT RISK &ASSURANCE COMMITTEE
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Part I –
For Publication

JOINT AUDIT RISK AND ASSURANCE COMIITTEE
22 SEPTEMBER 2016
JOINT REPORT OF
THE TREASURER AND THE CHIEF CONSTABLE
8A:

REPORT TO THOSE CHARGED WITH GOVERNANCE (ISA 260) REPORT

2015/2016

1.

PURPOSE OF THE REPORT

1.1

To consider a copy of the Auditor’s report to those charged with governance
(ISA 260) for the 2015/16 accounts.

2.

INFORMATION AND ANALYSIS

2.1

Part of the reporting process to the Commissioner and the Chief Constable by
the external auditor is the annual governance report or the Report to those
charged with governance (ISA 260). The report sets out the key issues for
the two corporations sole to consider before the auditor completes his audit.
It also reports on the arrangements for securing economy, efficiency and
effectiveness. This brings to a close the last financial year, and on the
completion of the audit process an opinion will be issued and the accounts
can be published as final.

2.2

The ISA 260 report (as attached at APPENDIX A) has been discussed with
the two chief financial officers. It states that in the Auditor’s opinion he
intends issuing an unqualified opinion on the financial statements by 30
September. The audit has stated that there are no material or non-material
adjustments that are required. The auditor was satisfied with the standard
and quality of the supporting working papers.

2.3

The Auditor has given his Value for Money conclusion on the arrangements
for securing economy, efficiency and effectiveness in the use of resources
which is informed by their work to assess performance against the required
specified criteria. The Auditor has set out the findings of the VFM work,
addressing each of the risks identified and the resultant impact on the VFM
1
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conclusion. The Auditor intends to conclude that there are no matters arising
from the VFM work in 2015/16.
2.4

It is important that members of the JARAC understand the contents of the ISA
260 as there are implications for other items on this agenda – the Letters of
Representation and the assurance to the Commissioner and the Chief
Constable for post audit approval of the Statement of Accounts for 2015/16.
Furthermore, should there be any matters arising as recommendations from
the report (which there are not) they would need to be considered for the
planning of audit activities during 2016/17.

2.5

The Auditor’s report is structured whereby Section 2 summarises the headline
messages and Section 3 sets out the key findings from the audit work in
relation to the 2015/16 financial statements. Section 4 outlines the key
findings for the work on the VFM statement. All sections report positive
comments.

3.

RECOMMENDATIONS

i.

That the ISA 206 report to those charged with governance for the financial
year 2015/16 is received and its contents discussed.

4.

IMPLICATIONS

All implications are assessed and scored to the table below.
HIGH – supporting explanation and narrative required and to be contained
within the report
MEDIUM – narrative to be contained within the report at the discretion of the
author
LOW – no narrative required

2
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LOW
Crime & Disorder

X

Environmental

X

Equality & Diversity

X

Financial

MEDIUM

HIGH

X

Health & Safety

X

Human Rights

X

Legal

X

Personnel

X

Contact details

Name: Helen Boffy

in the event

External telephone number: 0300 122 6005

of enquiries

Email address: helen.boffy.4808@derbyshire.pnn.police.uk

BACKGROUND PAPERS : NONE
ATTACHMENTS
Appendix A. Report to those charged with governance (ISA 260) 2015/16 KPMG
September 2016.
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This report is addressed to the PCC and CC and has been prepared for the sole use of the PCC and CC. We take no responsibility to any member of staff acting in their
individual capacities, or to third parties. The Audit Commission issued a document entitled Statement of Responsibilities of Auditors and Audited Bodies summarising where
the responsibilities of auditors begin and end and what is expected from audited bodies. We draw your attention to this document which is available on Public Sector Audit
Appointment’s website (www.psaa.co.uk).
External auditors do not act as a substitute for the audited body’s own responsibility for putting in place proper arrangements to ensure that public 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.
We are committed to providing you with a high quality service. If you have any concerns or are dissatisfied with any part of KPMG’s work, in the first instance you should
contact Andrew Cardoza, the engagement lead to the PCC and CC, who will try to resolve your complaint. If you are dissatisfied with your response please contact the
national lead partner for all of KPMG’s work under our contract with Public Sector Audit Appointments Limited, Andrew Sayers (on 020 7694 8981, or by email to
andrew.sayers@kpmg.co.uk). After this, if you are still dissatisfied with how your complaint has been handled you can access PSAA’s complaints procedure by emailing
generalenquiries@psaa.co.uk, by telephoning 020 7072 7445 or by writing to Public Sector Audit Appointments Limited, Third Floor, Local Government House, Smith Square,
London, SW1P 3HZ.
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Section one:
Introduction

Section one

Introduction
This document summarises:

Scope of this report

VFM Conclusion

— The key issues identified
during our audit of the
2015/16 financial
statements for the year
ended 31 March 2016 for
both the PCC and the CC;
and

This report summarises the key findings arising from:

Our External Audit Plan 2015/16 explained our risk-based
approach to VFM work. We have now completed the work to
support our 2015/16 VFM conclusion. This included:

— Our assessment of
the PCC and CC’s
arrangements to secure
value for money.

— Our audit work at the Police and Crime Commissioner for
Derbyshire (‘the PCC’) and the Chief Constable for Derbyshire
(‘the CC’) in relation to their 2015/16 financial statements; and
— The work to support our 2015/16 conclusion on the PCC and
CC’s arrangements to secure economy, efficiency and
effectiveness in its use of resources (‘VFM conclusion’).
Financial statements
Our External Audit Plan 2015/16, presented to you in March 2016, set
out the four stages of our financial statements audit process.

— Assessing the potential VFM risks and identifying the residual
audit risks for our VFM conclusion;
— Considering the results of any relevant work by the PCC and
CC and other inspectorates and review agencies in relation to
these risk areas; and
— Carrying out additional risk-based work.
Structure of this report
This report is structured as follows:

Planning

Control
Evaluation

Substantive
Procedures

Completion

This report focuses on the third stage of the process: substantive
procedures. Our on site work for this took place during August
2016.
We are now in the final phase of the audit, the completion stage.
Some aspects of this stage are also discharged through this report.

— Section 2 summarises the headline messages.
— Section 3 sets out our key findings from our audit work in
relation to the 2015/16 financial statements of the PCC and
CC.
— Section 4 outlines our key findings from our work on the
VFM conclusion.
We have not made any recommendations within the 2015/16
ISA260 report and there were no recommendations made in the
previous ISA260 report to follow up.
Acknowledgements
We would like to take this opportunity to thank officers for their
continuing help and co-operation throughout our audit work.
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Section two:
Headlines

Section two

Headlines
This table summarises the
2015/16 headline messages
for the PCC and CC. Sections
three and four of this report
provide further details on
each area.

This table summarises the headline messages. Sections three and four of this report provide further details on each area.
Proposed
At the time of writing this report we anticipate issuing unqualified audit opinions on the PCC and CC’s financial statements
audit
by 30 September 2016. We will also report that your Annual Governance Statements comply with guidance issued by
opinion
CIPFA/SOLACE in June 2007.

At the date of this report we have identified no material misstatements within the 2015/16 financial statements and all non
Audit
adjustments material adjustments have been accepted and processed within the final set of financial statements for 2015/16, as such
there are no unadjusted misstatements within the final 2015/16 financial statements.
We identified only minor presentation adjustments to the 2015/16 financial statements which have been amended and
therefore have had no impact on the figures reported in the Comprehensive Income and Expenditure Statements and
Balance Sheets for the PCC and CC.

Key
financial
statements
audit risks

We identified the following key financial statement audit risks in our External Audit Plan 2015/16 presented to you in
March 2016.
— Management override of controls;
— Fraudulent revenue recognition; and
— Assurance over regional collaboration accounts and transactions.
We have worked with officers throughout the year to discuss these key risks and our detailed findings are reported in
section three of this report. There are no matters of any significance arising as a result of our audit work in these key risk
areas.
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Section two

Headlines (cont.)
This table summarises the
2015/16 headline messages
for the PCC and CC. Sections
three and four of this report
provide further details on
each area.

This table summarises the headline messages. The remainder of this report provides further details on each area.
Accounts
The PCC and CC continue to have good processes in place to generate very good working papers which are fully cross
production
referenced to our prepared by client list. We were provided with a complete set of electronic working papers on the first
day of the audit and staff have been available throughout the audit visit.
and audit
process

Completion

At the date of this report our audit of the financial statements is substantially complete subject to completion of the
following areas:
— Whole of Government Accounts; and
— Before we can issue our opinion we require signed management representation letters from the PCC and CC.
We confirm that we have complied with requirements on objectivity and independence in relation to this year’s audit of
the PCC and CC’s financial statements.

VFM
conclusion
and risk
areas

Following our VFM risk assessment work which we reported in our 2015/16 External Audit Plan in March 2016 we did
not identify any significant risks.
We have worked with officers throughout the year to discuss this VFM conclusion work and our detailed findings are
reported in section four of this report. There are no matters of any significance arising as result of our audit work in this
VFM risk area.
We have concluded that in all significant respects the PCC and CC have proper arrangements to ensure they took
properly informed decisions and deployed resources to achieve planned and sustainable outcomes for taxpayers and
local people.
We therefore anticipate issuing an unqualified VFM conclusion by 30 September 2016.
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Section three:
Financial
Statements

Section three – Financial statements

Proposed opinion and audit differences
We have identified no
material errors in the course
of the 2015/16 audit.
We anticipate issuing an
unqualified audit opinion in
relation to the PCC and CC’s
2015/16 financial statements
by 30 September 2016.
The wording of your Annual
Governance Statement
complies with guidance
issued by CIPFA/SOLACE
in June 2007 and revised in
December 2012.

£

Proposed audit opinion
Subject to all outstanding queries being resolved to our satisfaction, we anticipate issuing an unqualified audit opinion on the
PCC and CC’s financial statements following approval of the Statement of Accounts by the PCC and CC.
Audit differences
In accordance with ISA 260 we are required to report uncorrected audit differences to you. We also report any material
misstatements which have been corrected and which we believe should be communicated to you to help you meet your
governance responsibilities.
The final 2015/16 account audit materiality (see Appendix three for more information on materiality) for this year’s audit was set
at £3m. Audit differences below £150k are not considered significant.
Our audit identified no material misstatements, no unadjusted errors and no uncorrected differences to the core 2015/16
financial statements. All non material misstatements have been amended and as a result there are no differences in the
General Fund and Balance Sheet between the pre audit and post audit 2015/16 financial statements.
The 2015/16 financial statements presented for audit had been amended prior to the audit visit following review by the Audit
Committee to reflect changes for:
— Note 10 - Property, Plant and Equipment – re-classification of the entry between – Reclassification to/from assets held for
sale and Reclassification – other; and
— Note 3 - Exit Packages - to amend the disclosure of voluntary and compulsory redundancies by one former employee.
There is no net impact on the General Fund as a result of audit amendments.
Presentation Change
The main presentation change to the 2015/16 Financial Statements is the recognition of the impact of Brexit within the Narrative
Report following the referendum on the 23 June 2016.
Annual Governance Statement
We have reviewed the Annual Governance Statement and confirmed that:
— It complies with Delivering Good Governance in Local Government: A Framework published by CIPFA/SOLACE; and
— It is not misleading or inconsistent with other information we are aware of from our audit of the financial statements.
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Section three – Financial statements

Significant risks and key areas of audit focus
We have worked with the PCC
and CC throughout the year
to discuss significant risks
and key areas of audit focus.
This section sets out our
detailed findings on
those risks.

£

In our External Audit Plan 2015/16, presented to you in March 2016, we identified the significant risks affecting the PCC and CC’s
2015/16 financial statements. We have now completed our testing of these areas and set out our evaluation following our substantive
work.
The table below sets out our detailed findings for each of the risks that are specific to the PCC and CC.
Significant audit risk

Regional
collaboration

Issue

Findings

We have reviewed your arrangements to seek
assurances over each aspect of regional
collaboration, in particular those covering the
— The level of collaborative work with other
completeness and accuracy of the year end
forces across the East Midlands has
figures consolidated into your financial
increased significantly over the past few
years. This level of collaboration brings with it statements.
the need to ensure that appropriate
We found that the appropriate assurances had
governance arrangements are in place for
been received in respect of the governance
each arrangement and that the necessary
arrangements of the regional collaboration, and
assurances are held over the completeness
that assurances had been received from each
and accuracy of the financial information
lead body’s Chief Finance Officer over the
being provided to the PCC and CC for
completeness and accuracy of financial
consolidation into its accounts.
transactions.
Assurance over Regional Collaboration Accounts
and Transactions

— We will review your governance
Our work on the regional collaboration has been
arrangements over each aspect of regional
completed appropriately.
collaboration and, more specifically, over the
assurances you have sought in respect of the
completeness and accuracy of the year end
figures consolidated into your financial
statements.
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Section three – Financial statements

Significant risks and key areas of audit focus
We have worked with the PCC
and CC throughout the year
to discuss significant risks
and key areas of audit focus.
This section sets out our
detailed findings on
those risks.

£

In our External Audit Plan 2015/16, presented to you in March 2016, we identified the significant risks affecting the PCC and CC’s
2015/16 financial statements. We have now completed our testing of these areas and set out our evaluation following our substantive
work.
The table below sets out our detailed findings for each of the risks that are specific to the PCC and CC.
Significant audit risk

Management
override of
controls

Summary of findings

Audit areas affected
- All areas.

Our audit methodology incorporates the risk of management override as a
default significant risk. Management is typically in a unique position to
perpetrate fraud because of its ability to manipulate accounting records and
prepare fraudulent financial statements by overriding controls that otherwise
appear to be operating effectively. We have not identified any specific additional
risks of management override relating to this audit.
In line with our methodology, we carried out appropriate controls testing and
substantive procedures, including over journal entries, accounting estimates and
significant transactions that are outside the normal course of business, or are
otherwise unusual.
There are no matters arising from this work that we need to bring to your
attention.

Fraud risk of
revenue
recognition

Audit areas affected
— None.

Professional standards require us to make a rebuttable presumption that the
fraud risk from revenue recognition is a significant risk.
In our External Audit Plan 2015/16 we reported that we do not consider this to
be a significant risk for policing bodies as there is unlikely to be an incentive to
fraudulently recognise revenue.
This is still the case. Since we have rebutted this presumed risk, there has been
no impact on our audit work.
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Section three – Financial statements

Significant risks and key areas of audit focus (cont.)
In our 2015/16 External Audit
Plan, presented to you in
March 2016, we identified two
areas of audit focus. These
are not considered as
significant risks but areas of
importance where we would
carry out some substantive
audit procedures to ensure
there is no risk of material
misstatement.

Areas of audit focus

New Payroll
System

We have now completed our
testing. The table sets out our
detailed findings for each
area of audit focus.

£

Issue

Findings

New Payroll system introduced at your service
provider and new overtime system for officers

We have reviewed the controls in operation
for the new payroll system and have found
the controls in relation to the generation of
the financial statements to be operating
effectively.

— Payroll is outsourced to Leicestershire Police. We
understand that a new financial system has been
introduced at this service organisation during the
year. This may bring with it new documentation or
controls at Derbyshire Police which we will need to
understand and document. In addition we
understand the police overtime authorisation
process will change towards the year end.

We have satisfactorily completed audit
testing at the interim and final accounts
visits and identified no material or non
material errors as part of our final accounts
work.

— We will review the controls in operation over
payroll expenditure as part of our work at both the
interim and final accounts audit. We will also
document any changes to the overtime processes.
Accounting For LLP transactions

LLP
transactions

— The new joint HQ being built for the Police and
Fire Service is accounted for via a LLP which is
led by Derbyshire Fire Authority. As the build
progresses capital expenditure will become more
material and we will need to ensure that the
correct accounting approach has been taken
within your accounts.
— We will review your arrangements for accounting
for all LLP transactions and the assurance you
have obtained over the completeness and
accuracy of the year end figures provided by the
LLP. We will liaise with the audit team responsible
for Derbyshire Fire Authority to ensure a
consistent approach to the audit of these figures.

We have reviewed the accounting
arrangements for the LLP as the building
and capital expenditure increases. We have
reviewed the accounting treatment during
the final accounts visit and found that this
has been appropriately disclosed as an
Investment in Associates and Joint Ventures
within the PCC group accounts.
We have reviewed the supporting
information in relation to expenditure
incurred in the Joint Venture and have
completed transaction testing to support the
entries within Note 12 of the 2015/16
Financial Statements.
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Section three – Financial statements

Accounts production and audit process
The quality of the accounts
and the supporting working
papers continues to be good.
Officers dealt efficiently
with audit queries and the
audit process could be
completed within the
planned timescales.

Accounts production and audit process
ISA 260 requires us to communicate to you our views about the
significant qualitative aspects of the PCC and CC’s accounting
practices and financial reporting. We also assessed the PCC and
CC’s processes for preparing the accounts and their support for an
efficient audit.

£

Element

Commentary

Response to
audit
queries

Officers responded very helpfully and promptly to
queries and requests for additional working
papers.

We considered the following criteria:
Element

Commentary

Accounting
practices and
financial
reporting

The PCC/CC accounting policies are consistent
with the Code and we consider that accounting
practices are appropriate.

Completeness
of draft
accounts

We received an initial set of draft accounts on
28 June 2016 both of which had been signed
by the appropriate S151 officers.

Findings in respect of the control environment for key
financial systems
There are no significant findings to report to you in respect of the
control environment.
Prior year recommendations
There were no prior year recommendations that needed to be
followed up as part of our audit.

We commenced our audit visit on 8 August
2016.
Quality of
supporting
working papers

Our Accounts Audit Protocol, which we issued
in February 2016 and discussed with finance
staff, set out our working paper requirements
for the audit.
At the commencement of the audit we were
provided with a full set of electronic working
papers that were fully referenced to the
Accounts Audit Protocol.
The working papers supporting the accounts
were of a very good quality.
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Section three – Financial statements

Completion
We confirm that we have
complied with requirements
on objectivity and
independence in relation to
this year’s audit of the PCC
and CC’s 2015/16 financial
statements.
Before we can issue our
2015/16 opinions we require a
signed management
representation letter.
Once we have finalised our
2015/16 opinions and
conclusions we will prepare
our Annual Audit Letter and
close our audit.

£

Declaration of independence and objectivity

Other matters

As part of the finalisation process we are required to provide you
with representations concerning our independence.

ISA 260 requires us to communicate to you by exception ‘audit
matters of governance interest that arise from the audit of the
financial statements’ which include:

In relation to the audit of the financial statements of the Police and
Crime Commissioner for Derbyshire and the Chief Constable for
Derbyshire for the year ending 31 March 2016, we confirm that
there were no relationships between KPMG LLP and the Police
and Crime Commissioner for Derbyshire and the Chief Constable
for Derbyshire, its directors and senior management and its
affiliates that we consider may reasonably be thought to bear on
the objectivity and independence of the audit engagement lead
and audit staff. We also confirm that we have complied with Ethical
Standards and the Public Sector Audit Appointments Ltd
requirements in relation to independence and objectivity.
We have provided a detailed declaration in Appendix two in
accordance with ISA 260.
Management representations
You are required to provide us with representations on specific
matters such as your financial standing and whether the
transactions within the accounts are legal and unaffected by fraud.
We have provided a template to the respective Chief Finance
Officers for presentation to the PCC and CC. We require a signed
copy of their management representations before we issue our
audit opinion.

— Significant difficulties encountered during the audit;
— Significant matters arising from the audit that were discussed,
or subject to correspondence with management;
— Other matters, if arising from the audit that, in the auditor's
professional judgment, are significant to the oversight of the
financial reporting process; and
— Matters specifically required by other auditing standards to be
communicated to those charged with governance
(e.g. significant deficiencies in internal control; issues relating
to fraud, compliance with laws and regulations, subsequent
events, non disclosure, related party, public interest reporting,
questions/objections, opening balances etc.).
There are no matters which we wish to draw to your attention in
addition to those highlighted in this report.

As part of this process we are seeking specific management
representations in respect of the assurances you have gained over
the completeness and accuracy of the figures consolidated for the
regional collaboration.
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Section four:
Value for Money

Section four

VFM Conclusion
Our 2015/16 VFM conclusion
considers whether the PCC
and CC had proper
arrangements to ensure they
took properly informed
decisions and deployed
resources to achieve planned
and sustainable outcomes for
taxpayers and local people.
We follow a risk based
approach to target audit effort
on the areas of greatest audit
risk.
We have concluded that in all
significant respects the PCC
and CC have proper
arrangements during 2015/16
to ensure they took properly
informed decisions and
deployed resources to
achieve planned and
sustainable outcomes for
taxpayers and local people.

£

Background

Overview of the VFM audit approach

The Local Audit and Accountability Act 2014 requires auditors of
local government bodies to be satisfied that the authority ‘has
made proper arrangements for securing economy, efficiency and
effectiveness in its use of resources’.

The key elements of the VFM audit approach are summarised
below.

This is supported by the Code of Audit Practice, published by the
NAO in April 2015, which requires auditors to ‘take into account
their knowledge of the relevant local sector as a whole, and the
audited body specifically, to identify any risks that, in the auditor’s
judgement, have the potential to cause the auditor to reach an
inappropriate conclusion on the audited body’s arrangements.’

We have concluded that in all significant respects the PCC and CC
have proper arrangements during 2015/16 to ensure they took
properly informed decisions and deployed resources to achieve
planned and sustainable outcomes for the taxpayers and local
people.

Conclusion

Overall criterion

The VFM approach is fundamentally unchanged from that adopted
in 2014/2015 and the process is shown in the diagram below.
However, the previous two specified reporting criteria (financial
resilience and economy, efficiency and effectiveness) have been
replaced with a single criteria supported by three sub-criteria.
These sub-criteria provide a focus to our VFM work at the
Authority.

VFM audit risk
assessment

In all significant respects, the audited body had proper arrangements to
ensure it took properly informed decisions and deployed resources to
achieve planned and sustainable outcomes for taxpayers and local
people.

Informed
decision
making

Working with
partners and
third parties

No further work required
Assessment of work
by other review agencies

Specific local risk based work

Conclude on
arrangements to
secure VFM

VFM conclusion

Identification of
significant VFM
risks (if any)

Financial statements
and other audit work

Sustainable
resource
deployment

Continually re-assess potential VFM risks
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Section four

VFM Conclusion (cont.)
We have not identified any
specific VFM risks.

£

Work completed
In line with the risk-based approach set out on the previous page, and in our External Audit Plan we have:
— Assessed the PCC and CC’s key business risks which are relevant to our VFM conclusion;
— Identified the residual audit risks for our VFM conclusion, taking account of work undertaken in previous years or as part of our
financial statements audit; and
— Considered the results of relevant work by the PCC and CC, inspectorates and review agencies in relation to these risk areas.
Key findings
The PCC and CC have achieved savings required by incorporating these within the annual budget requirements. The PCC and CC
have delivered an underspend which has facilitated further transfers to earmarked reserves to support future policing requirements.
The PCC and CC have identified savings needed for 2016-17 and are continuing to monitor delivery of savings in line with these
programmes.
We did not identify any specific local risk based work. We have concluded that in all significant respects the PCC and CC have
proper arrangements to ensure they took properly informed decisions and deployed resources to achieve planned and sustainable
outcomes for taxpayers and local people.
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Appendices
Appendix 1: Audit differences
Appendix 2: Declaration of independence and objectivity
Appendix 3: Materiality and reporting of audit differences
Appendix 4: KPMG Audit Quality Framework

Appendix 1

Audit differences
This appendix sets out the
audit differences and
disclosure errors.

We are required by ISA 260 to report all uncorrected misstatements, other than those that we believe are clearly trivial, to those charged
with governance (which in your case is the PCC and CC). We are also required to report all material misstatements that have been
corrected but that we believe should be communicated to you to assist you in fulfilling your governance responsibilities.

The 2015/16 financial
statements have only been
amended to reflect disclosure
differences identified through
the audit process.

Uncorrected audit differences
We confirm that there are no uncorrected misstatements, other than those that we believe are clearly trivial.
Corrected audit differences
Material misstatements
There were no material misstatements to report.
Non-material misstatements
There were no non-material misstatements.
Disclosure differences
The 2015/16 financial statements presented for audit had been amended prior to the audit visit to reflect a change for:
— Note 10 - Property, Plant and Equipment – re-classification of the entry between – Reclassification to/from assets held for sale and
Reclassification – other; and
— Note 3 - Exit Packages - to amend the disclosure of voluntary and compulsory redundancies by one former employee.
There is no net impact on the General Fund as a result of audit amendments.
Presentation Change
The main presentation change to the 2015/16 Financial Statements is the recognition of the impact of Brexit within the Narrative Report.

© 2016 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”),
a Swiss entity. All rights reserved.

Document Classification: KPMG Confidential

19

Appendix 2

Declaration of independence and objectivity
The Code of Audit Practice
requires us to exercise our
professional judgement and
act independently of both
Public Sector Audit
Appointments Ltd and
the PCC and CC.

Requirements

—

The related safeguards that are in place.

Auditors appointed by Public Sector Audit Appointments Ltd
must comply with the Code of Audit Practice (the ‘Code’) which
states that:

—

The total amount of fees that the auditor and the auditor’s network
firms have charged to the client and its affiliates for the provision
of services during the reporting period, analysed into appropriate
categories, for example, statutory audit services, further audit
services, tax advisory services and other non-audit services. For
each category, the amounts of any future services which have
been contracted or where a written proposal has been submitted
are separately disclosed. We do this in our Annual Audit Letter.

‘Auditors and their staff should exercise their professional judgement
and act independently of both the Commission and the audited body.
Auditors, or any firm with which an auditor is associated, should not
carry out work for an audited body that does not relate directly to the
discharge of auditors’ functions, if it would impair the auditors’
independence or might give rise to a reasonable perception that their
independence could be impaired.’
In considering issues of independence and objectivity we consider
relevant professional, regulatory and legal requirements and
guidance, including the provisions of the Code, the detailed provisions
of the Statement of Independence included within the Public Sector
Audit Appointments Ltd Terms of Appointment (‘Public Sector Audit
Appointments Ltd Guidance’) and the requirements of APB Ethical
Standard 1 Integrity, Objectivity and Independence
(‘Ethical Standards’).
The Code states that, in carrying out their audit of the financial statements,
auditors should comply with auditing standards currently in force, and as
may be amended from time to time. Public Sector Audit Appointments Ltd
guidance requires appointed auditors to follow the provisions of ISA
(UK&I) 260 Communication of ‘Audit Matters with Those Charged with
Governance’ that are applicable to the audit of listed companies. This
means that the appointed auditor must disclose in writing:
— Details of all relationships between the auditor and the client, its
directors and senior management and its affiliates, including all
services provided by the audit firm and its network to the client, its
directors and senior management and its affiliates, that the
auditor considers may reasonably be thought to bear on the
auditor’s objectivity and independence.

Appointed auditors are also required to confirm in writing that they
have complied with Ethical Standards and that, in the auditor’s
professional judgement, the auditor is independent and the auditor’s
objectivity is not compromised, or otherwise declare that the auditor
has concerns that the auditor’s objectivity and independence may be
compromised and explaining the actions which necessarily follow from
this. These matters should be discussed with the PCC and CC.
Ethical Standards require us to communicate to those charged with
governance in writing at least annually all significant facts and matters,
including those related to the provision of non-audit services and the
safeguards put in place that, in our professional judgement, may
reasonably be thought to bear on our independence and the
objectivity of the Engagement Lead and the audit team.
General procedures to safeguard independence and objectivity
KPMG's reputation is built, in great part, upon the conduct of our
professionals and their ability to deliver objective and independent
advice and opinions. That integrity and objectivity underpins the work
that KPMG performs and is important to the regulatory environments
in which we operate. All partners and staff have an obligation to
maintain the relevant level of required independence and to identify
and evaluate circumstances and relationships that may impair
that independence.
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Appendix 2

Declaration of independence and objectivity (cont.)
We confirm that we have
complied with requirements
on objectivity and
independence in relation to
this year’s audit of the PCC
and CC’s financial
statements.

Acting as an auditor places specific obligations on the firm,
partners and staff in order to demonstrate the firm's required
independence. KPMG's policies and procedures regarding
independence matters are detailed in the Ethics and
Independence Manual (‘the Manual’). The Manual sets out the
overriding principles and summarises the policies and regulations
which all partners and staff must adhere to in the area of
professional conduct and in dealings with clients and others.
KPMG is committed to ensuring that all partners and staff are
aware of these principles. To facilitate this, a hard copy of the
Manual is provided to everyone annually. The Manual is divided
into two parts. Part 1 sets out KPMG's ethics and independence
policies which partners and staff must observe both in relation to
their personal dealings and in relation to the professional services
they provide. Part 2 of the Manual summarises the key risk
management policies which partners and staff are required to
follow when providing such services.

Auditor declaration
In relation to the audit of the financial statements of the Police and
Crime Commissioner for Derbyshire and the Chief Constable for
Derbyshire for the financial year ending 31 March 2016, we
confirm that there were no relationships between KPMG LLP and
the Police and Crime Commissioner for Derbyshire and the Chief
Constable for Derbyshire, its directors and senior management
and its affiliates that we consider may reasonably be thought to
bear on the objectivity and independence of the audit engagement
lead and audit staff. We also confirm that we have complied with
Ethical Standards and the Public Sector Audit Appointments Ltd
requirements in relation to independence and objectivity.

All partners and staff must understand the personal responsibilities
they have towards complying with the policies outlined in the
Manual and follow them at all times. To acknowledge
understanding of and adherence to the policies set out in the
Manual, all partners and staff are required to submit an annual
ethics and independence confirmation. Failure to follow these
policies can result in disciplinary action.
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Appendix 3

Materiality and reporting of audit differences
For 2015/16 our materiality
is £3m for the PCC and CC’s
accounts.
We have reported all audit
differences over £150k for the
PCC and CC’s accounts to
the PCC and CC respectively.

Materiality

Reporting to the PCC and CC

The assessment of what is material is a matter of professional
judgment and includes consideration of three aspects: materiality
by value, nature and context.

Whilst our audit procedures are designed to identify misstatements
which are material to our opinion on the financial statements as a
whole, we nevertheless report to the PCC and CC any
misstatements of lesser amounts to the extent that these are
identified by our audit work.

— Material errors by value are those which are simply of
significant numerical size to distort the reader’s perception of
the financial statements. Our assessment of the threshold for
this depends upon the size of key figures in the financial
statements, as well as other factors such as the level of public
interest in the financial statements.
— Errors which are material by nature may not be large in value,
but may concern accounting disclosures of key importance
and sensitivity, for example the salaries of senior staff.
— Errors that are material by context are those that would alter
key figures in the financial statements from one result to
another – for example, errors that change successful
performance against a target to failure.
We used the same planning materiality reported in our External
Audit Plan 2015/16, presented to you in March 2016.
Materiality for the PCC and CC’s accounts was set at £3m which
equates to around 1.5 percent of the group gross expenditure.
We design our procedures to detect errors in specific accounts at
a lower level of precision.

Under ISA 260, we are obliged to report omissions or
misstatements other than those which are ‘clearly trivial’ to those
charged with governance. ISA 260 defines ‘clearly trivial’ as
matters that are clearly inconsequential, whether taken individually
or in aggregate and whether judged by any quantitative or
qualitative criteria.
ISA 450 requires us to request that uncorrected misstatements are
corrected.
In the context of the PCC and CC, we propose that an individual
difference could normally be considered to be clearly trivial if it is
less than £150k for the PCC and CC.
Where management have corrected material misstatements
identified during the course of the audit, we will consider whether
those corrections should be communicated to the PCC and CC to
assist it in fulfilling its governance responsibilities.
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Appendix 4

KPMG Audit quality framework
We continually focus
on delivering a high
quality audit.
This means building robust
quality control procedures
into the core audit process
rather than bolting them on at
the end, and embedding the
right attitude and approaches
into management and staff.
KPMG’s Audit Quality
Framework consists of seven
key drivers combined with
the commitment of each
individual in KPMG.
The diagram summarises our
approach and each level is
expanded upon.

At KPMG we consider audit quality is not just about reaching the right
opinion, but how we reach that opinion. KPMG views the outcome of a
quality audit as the delivery of an appropriate and independent opinion in
compliance with the auditing standards. It is about the processes, thought
and integrity behind the audit report. This means, above all, being
independent, compliant with our legal and professional requirements, and
offering insight and impartial advice to you, our client.
KPMG’s Audit Quality Framework consists of seven key
drivers combined with the commitment of each individual
in KPMG. We use our seven drivers of audit quality
to articulate what audit quality means to KPMG.
We believe it is important to be transparent
about the processes that sit behind a
KPMG audit report, so you can have
absolute confidence in us and in the
quality of our audit.

Commitment to
continuous
improvement

Clear standards and robust audit tools: We expect our audit
professionals to adhere to the clear standards we set and we provide a
range of tools to support them in meeting these expectations. The global
rollout of KPMG’s eAudIT application has significantly enhanced existing
audit functionality. eAudIT enables KPMG to deliver a highly technically
enabled audit. All of our staff have a searchable data base, Accounting
Research Online, that includes all published accounting standards, the
KPMG Audit Manual Guidance as well as other relevant sector specific
publications, such as the National Audit Office’s Code of Audit Practice.
Recruitment, development and assignment of appropriately
qualified personnel: One of the key drivers of audit quality is
assigning professionals appropriate to the PCC and CC’s
risks. We take great care to assign the right people to the
Association
right clients based on a number of factors including
with the right
their skill set, capacity and relevant experience.
clients
We have a well developed technical infrastructure
across the firm that puts us in a strong position to deal
with any emerging issues. This includes:

Tone at the top: We make it clear that
Clear standards
Performance of
Tone at
audit quality is part of our culture and
and robust audit
effective and
the top
— A national public sector technical director who
tools
efficient audits
values and therefore non-negotiable.
has responsibility for co-ordinating our response
Tone at the top is the umbrella that covers
to emerging accounting issues, influencing
all the drivers of quality through a focused
Recruitment,
accounting bodies (such as CIPFA) as well as
Commitment to
development and
and consistent voice. Andrew Cardoza as the
technical excellence
assignment of
acting as a sounding board for our auditors.
Engagement Lead sets the tone on the audit
and quality service
appropriately
and leads by example with a clearly articulated
delivery
qualified
— A national technical network of public sector audit
personnel
audit strategy and commits a significant proportion
professionals is established that meets on a monthly basis
of his time throughout the audit directing and supporting
and is chaired by our national technical director.
the team.
— A dedicated Department of Professional Practice comprised of over
Association with right clients: We undertake rigorous
100 staff that provide support to our audit teams and deliver our webclient and engagement acceptance and continuance procedures
based quarterly technical training.
which are vital to the ability of KPMG to provide high-quality
professional services to our clients.
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Appendix 4

KPMG Audit quality framework (cont.)
We continually focus on
delivering a high
quality audit.
This means building robust
quality control procedures
into the core audit process
rather than bolting them on at
the end, and embedding the
right attitude and approaches
into management and staff.
Quality must build on the
foundations of well trained
staff and a robust
methodology.

Commitment to technical excellence and quality service
delivery: Our professionals bring you up-the-minute and accurate
technical solutions and together with our specialists are capable of
solving complex audit issues and delivering valued insights.
Our audit team draws upon specialist resources including
Forensic, Corporate Finance, Transaction Services, Advisory,
Taxation, Actuarial and IT. We promote technical excellence and
quality service delivery through training and accreditation,
developing business understanding and sector knowledge,
investment in technical support, development of specialist
networks and effective consultation processes.
Performance of effective and efficient audits: We understand
that how an audit is conducted is as important as the final result.
Our drivers of audit quality maximise the performance of the
engagement team during the conduct of every audit. We expect
our people to demonstrate certain key behaviours in the
performance of effective and efficient audits. The key behaviours
that our auditors apply throughout the audit process to deliver
effective and efficient audits are outlined below:

— Clear reporting of significant findings;
— Insightful, open and honest two-way communication with
those charged with governance; and
— Client confidentiality, information security and data privacy.
Commitment to continuous improvement: We employ a broad
range of mechanisms to monitor our performance, respond to
feedback and understand our opportunities for improvement.
Our quality review results
Public Sector Audit Appointments Ltd publishes information on the
quality of work provided by us (and all other firms) for audits
undertaken on behalf of them (http://www.psaa.co.uk/auditquality/principal-audits/kpmg-audit-quality/).
The latest Annual Regulatory Compliance and Quality Report
(issued June 2015) showed that we are meeting the overall audit
quality and regulatory compliance requirements.

— Timely Engagement Lead and manager involvement;
— Critical assessment of audit evidence;
— Exercise of professional judgment and
professional scepticism;
— Ongoing mentoring and on the job coaching, supervision
and review;
— Appropriately supported and documented conclusions;
— If relevant, appropriate involvement of the Engagement
Quality Control reviewer (EQC review);
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JOINT AUDIT, RISK AND ASSURANCE COMMITTEE
22 SEPTEMBER 2016
JOINT REPORT OF
THE TREASURER AND THE CHIEF CONSTABLE

9A: DRAFT LETTERS OF REPRESENTATION
1.

PURPOSE OF THE REPORT

1.1

To set out to Committee members the draft Letters of Representation for both
the Police and Crime Commissioner and the Chief Constable.

2.

INFORMATION AND ANALYSIS

2.1

Under the governance structure for Police and Crime Commissioners and
Chief Constables, both are classed as corporations sole, which means that
they have to prepare separate sets of accounts.

2.2

The accounts for both bodies are set out elsewhere on this Agenda and draft
pre-audit versions have previously been reviewed by the Committee at an
earlier meeting.

2.3

Our external auditors KPMG are required to deliver an opinion on the
accounts by 30 September 2016. Again there is a separate report on this
agenda setting out their assessment of the Statement of Accounts following
their audit. This indicates that the auditor is intending to issue an unqualified
opinion.

2.4

Prior to issuing his opinion, the Auditor will require a Letter of Representation
from both the Police Crime Commissioner and the Chief Constable and their
Chief Financial Officers.

2.5

Appendices A and B set out the two Letters of Representation for the Police
and Crime Commissioner (Appendix A) and for the Chief Constable (Appendix
B).

2.6

Essentially the letter of representation confirms that:

all appropriate processes have been followed in compiling the
accounts

Agenda Item 9A Draft Letters of Rep Sept 2016 fv
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there have been no significant post balance sheet (i.e. post
31/3/2016) events that impact on the financial position set out
within the accounts.



that the auditors have been given full access to accounting
records and other associated information during their audit.



that all relevant disclosures have been made as part of the
process i.e. of any fraudulent activity



specific undertaking around the assessment of pension liabilities
within the accounts.

2.7

Following this meeting, both the Police and Crime Commissioner and the
Chief Constable will sign these letters along with their respective Chief
Finance Officers.

3.

RECOMMENDATIONS

i.

The JARAC considers the draft Letters of Representation for 2015/16 set out
at Appendix A and Appendix B,

ii.

The JARAC raises any relevant matters as advice to the Police and Crime
Commissioner and the Chief Constable, prior to them and their respective
Chief Financial Officers signing the letters.

4.

IMPLICATIONS

All implications are assessed and scored to the table below.
HIGH – supporting explanation and narrative required and to be
contained within the report
MEDIUM – narrative to be contained within the report at the discretion of
the author
LOW – no narrative required
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LOW
Crime & Disorder

x

Environmental

x

Equality & Diversity

x

Financial

MEDIUM

HIGH

x

Health & Safety

X

Human Rights

X

Legal

X

Personnel

x

Contact details
for enquiries

Name:

Helen Boffy

Telephone: 0300 122 6005
Email:

helen.boffy.4808@derbyshire.pnn.police.uk

ATTACHMENTS
Appendix

A – Letter of Representation for Police and Crime Commissioner

September 2016
Appendix B – Letter of Representation for Chief Constable September 2016

Agenda Item 9A Draft Letters of Rep Sept 2016 fv

3

KPMG LLP
St Nicholas House
Park Row
Nottingham
NG1 6FQ

The Office of the Police and Crime
Commissioner for Derbyshire
Butterley Hall, Ripley
Derbyshire DE5 3RS
T: 0300 122 6000
F: 0300 122 7797
E: pccoffice@derbyshire.pnn.police.uk

DATE September 2016

Dear Sirs
This representation letter is provided in connection with your audit of the financial
statements of the Police and Crime Commissioner for Derbyshire (“the PCC”), for the
year ended 31 March 2016, for the purpose of expressing an opinion:
i.

as to whether these financial statements give a true and fair view of the financial
position of the PCC and the Group as at 31 March 2016 and of the PCC’s and
the Group’s expenditure and income for the year then ended; and

ii.

whether the financial statements have been prepared properly in accordance
with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the
United Kingdom 2015/16.

These financial statements comprise the PCC and Group Movement in Reserves
Statements, the PCC and Group Comprehensive Income and Expenditure Statements,
the PCC and Group Balance Sheets, the PCC and Group Cash Flow Statements and
the related notes.
The PCC confirms that the representations they make in this letter are in accordance
with the definitions set out in the Appendix to this letter.
The PCC confirms that, to the best of their knowledge and belief, having made such
inquiries as they considered necessary for the purpose of appropriately informing their
self:
Financial statements
1. The PCC has fulfilled their responsibilities, as set out in the Accounts and Audit
Regulations 2015, for the preparation of financial statements that:

i.

give a true and fair view of the financial position of the PCC and the Group as
at 31 March 2016 and of the PCC’s and the Group’s expenditure and income
for the year then ended;

ii.

have been prepared properly in accordance with the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2015/16.

The financial statements have been prepared on a going concern basis.
2. Measurement methods and significant assumptions used by the PCC in making
accounting estimates, including those measured at fair value, are reasonable.
3. All events subsequent to the date of the financial statements and for which IAS 10
Events after the reporting period requires adjustment or disclosure have been
adjusted or disclosed.
Information provided
4. The PCC has provided you with:
•
•
•

access to all information of which they are aware, that is relevant to the
preparation of the financial statements, such as records, documentation and
other matters;
additional information that you have requested from the PCC for the purpose
of the audit; and
unrestricted access to persons within the PCC and the Group from whom you
determined it necessary to obtain audit evidence.

5. All transactions have been recorded in the accounting records and are reflected in
the financial statements.
6. The PCC confirms the following:
i) The PCC has disclosed to you the results of their assessment of the risk that the
financial statements may be materially misstated as a result of fraud.
Included in the Appendix to this letter are the definitions of fraud, including
misstatements arising from fraudulent financial reporting and from
misappropriation of assets.
ii) The PCC has disclosed to you all information in relation to:
a) Fraud or suspected fraud that they are aware of and that affects the PCC and
the Group and involves:
• management;
• employees who have significant roles in internal control; or
• others where the fraud could have a material effect on the financial
statements; and

b) allegations of fraud, or suspected fraud, affecting the PCC’s and Group’s
financial statements communicated by employees, former employees,
analysts, regulators or others.
In respect of the above, the PCC acknowledges their responsibility for such internal
control as they determine necessary for the preparation of financial statements that
are free from material misstatement, whether due to fraud or error. In particular, the
PCC acknowledges their responsibility for the design, implementation and
maintenance of internal control to prevent and detect fraud and error.
7. The PCC has disclosed to you all known instances of non-compliance or suspected
non-compliance with laws and regulations whose effects should be considered when
preparing the financial statements.
8. The PCC has disclosed to you and has appropriately accounted for and/or disclosed
in the financial statements, in accordance with IAS 37 Provisions, Contingent
Liabilities and Contingent Assets, all known actual or possible litigation and claims
whose effects should be considered when preparing the financial statements.
9. The PCC has disclosed to you the identity of the PCC’s and the Group’s related
parties and all the related party relationships and transactions of which they are
aware. All related party relationships and transactions have been appropriately
accounted for and disclosed in accordance with IAS 24 Related Party Disclosures.
10. The PCC confirms that:
a) the financial statements disclose all of the key risk factors, assumptions made
and uncertainties surrounding the PCC’s and the Group’s ability to continue
as a going concern as required to provide a true and fair view.
b) any uncertainties disclosed are not considered to be material and therefore
do not cast significant doubt on the ability of the PCC and the Group to
continue as a going concern.
11. On the basis of the process established by the PCC and having made appropriate
enquiries, the PCC is satisfied that the actuarial assumptions underlying the
valuation of defined benefit obligations are consistent with their knowledge of the
business and are in accordance with the requirements of IAS 19 (revised) Employee
Benefits.
The PCC further confirms that:
a) all significant retirement benefits, including any arrangements that are:
• statutory, contractual or implicit in the employer's actions;
• arise in the UK and the Republic of Ireland or overseas;
• funded or unfunded; and
• approved or unapproved,
have been identified and properly accounted for; and

b) all plan amendments, curtailments and settlements have been identified and
properly accounted for.
12. On the basis of the process established by the PCC and having made appropriate
enquiries, the PCC is satisfied that the transactions consolidated in its financial
statements in respect of regional collaboration are in accordance with the
requirements of IFRS 11 Joint Arrangements.
The PCC further confirms that:
a) suitable governance and internal control processes have been established in
respect of each joint arrangement; and
b) the recording of and accounting for individual transactions within each joint
arrangement is in accordance with the CIPFA/LASAAC Code of Practice on
Local Authority Accounting in the United Kingdom 2015/16, in particular
transactions have been appropriately categorised in accordance with the
CIPFA Service Reporting Code of Practice (SeRCOP) 2015/16.

Yours faithfully,

Police and Crime Commissioner
for Derbyshire

S151 Officer for PCC
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JOINT AUDIT RISK AND ASSURANCE COMIITTEE
22 SEPTEMBER 2016
JOINT REPORT OF
THE TREASURER AND THE CHIEF CONSTABLE
9B:

STATEMENT OF ACCOUNTS 2015/16

1.

PURPOSE OF THE REPORT

1.1

To set out the Statement of Accounts for the Police and Crime Commissioner
for Derbyshire and the Chief Constable for Derbyshire.

2.

INFORMATION AND ANALYSIS

2.1

Appendix A sets out the Statements of Accounts for the financial year ended
31st March 2016.

2.2

The standard practice for the production of the statements of accounts for the
two corporations sole to be based on compliance with the terms of the Code
of Practice on Local Authority Accounting in the United Kingdom (the Code),
prepared by the CIPFA/LASAAC Local Authority Accounting Code Board
(CIPFA/LASAAC). The Code is reviewed continuously and is issued annually.
This guidance assists Commissioners and Chief Constables to keep their
accounts in accordance with ‘proper practices’.

2.3

The draft statements of accounts were signed by the two chief financial
officers before the due date of 30 June 2016 and the accounts were published
on the internet. The draft accounts were considered by the JARAC at the
meeting on 14 July 2016 and they were then subject to the formal audit
process. The Finance staff have been liaising early and regularly with the
external audit team, as is standard practice for us.

2.4

Two non-material misstatements were amended prior to the audit visit, being
Note 10: re-classification of an entry, and Note 3: an amendment to the
disclosure of an exit package. The auditor has confirmed there is no impact
on the General Fund and Balance Sheet between the pre-audit and post audit
2015/2016 financial statements.
1
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2.5

The audit itself has gone very smoothly.

2.6

Subject to a final review by the Committee of these accounts, the Police and
Crime Commissioner and Chief Constable will sign them today, prior to our
external auditors issuing his opinion by the end of this month.

2.7

The Police and Crime Commissioner and Chief Constable will also provide
Letters of Representation, which are also included on this agenda.

3.

RECOMMENDATIONS
i.

That Members provide a final overview of the Commissioner and
Group Statement of Accounts as set out at Appendix A to this report
and provide assurance to the Police and Crime Commissioner prior to
him signing his statements of accounts.

Ii

That Members provide a final overview of the Chief Constable
Statement of Accounts as set out at Appendix B to this report and
provide assurance to the Chief Constable prior to him signing his
statement of accounts.

4.

IMPLICATIONS

All implications are assessed and scored to the table below.
HIGH – supporting explanation and narrative required and to be contained
within the report
MEDIUM – narrative to be contained within the report at the discretion of the
author
LOW – no narrative required
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LOW
Crime & Disorder

X

Environmental

X

Equality & Diversity

X

Financial

MEDIUM

HIGH

X

Health & Safety

X

Human Rights

X

Legal

X

Personnel

X

Contact details

Name: Helen Boffy

in the event

External telephone number: 0300 122 6005

of enquiries

Email address: helen.boffy.4808@derbyshire.pnn.police.uk

BACKGROUND PAPERS : NONE
Attachments Appendix A – Statement of Accounts 2015/16 PCC & Group
Appendix B – Statement of Accounts 2015/16 Chief Constable
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REPORT OF THE CHIEF CONSTABLE

10A: NCRS AND NSIR COMPLIANCE REPORT

1.

PURPOSE OF THE REPORT

1.1

To inform the JARAC of the results of the most recent NSIR and NCRS risk
based compliance audits.

1.2

To provide the JARAC with direct assurance that this area of business is
being managed efficiently and effectively.

1.3

An explanation of the National Standards of Incident recording (NSIR) and
National Crime Recording Standards (NCRS) has been submitted to the
JARAC as part of previous reports, along with an explanation of how risk
based auditing is conducted and how to interpret their findings. These
documents are resubmitted for the information of attendees.

2.

INFORMATION AND ANALYSIS

2.1

Background

2.2

Derbyshire Constabulary use a risk based approach to their audit regime in
respect of compliance to the National Standard of Incident Recording and the
National Crime Recording Standards. These are national standards subject to
inspection by HMIC.

2.3

NCRS: The National Crime Recording Standards have a main purpose to
ensure that all police forces in England and Wales have the best crime
recording system in the world: one that is consistently applied; delivers
accurate statistics that are trusted by the public and puts the needs of victims
at its core. The standards provide guidance in specific areas of crime
recording to allow accurate and ethical recording of crime.

2.4

NSIR: The principal aim of NSIR is to ensure that incidents are risk assessed
at the earliest opportunity leading to an appropriate response as well as being
recorded in a consistent and accurate manner to help the police and local
communities tackle anti-social behaviour (ASB) and other issues. The
standards provide guidance in specific areas of Incident recording to allow
accurate and ethical recording of incidents.

2.5

Results and Analysis

2.6

Derbyshire Constabulary assesses its compliance with these standards in a
proportionate risk based manner. The degree and depth of auditing is a
matter for local forces to determine.
1
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2.7

The audit process is formed by aligning it to the risk matrix contained within
the Strategic Intelligence assessment (SIA) document. The crime/incident
type, proportion audited, and frequency of the audit are then set. We currently
use six crime data audit sections coupled with one incident data audit section.
Each section examines a specific area of crime and incident recording. The
quantity of data is based upon risk and previous compliance history, utilising a
statistically relevant sample where appropriate. For example a position was
taken that data associated with rape offences are of a high risk and data
associated with theft of low risk. As such 100% of rapes are audited, but theft
auditing is less frequent.

2.8

In order to concentrate the audit on areas that may need improvement
different indicators are used to identify crimes to be audited. For example,
one indicator that is used is ‘incidents opened with a crime code, but closed
without a crime’. In relation to robbery, 32 incidents were opened with a crime
code but closed without a crime. Out of these 32, 14 were found to be at fault
and should have been recorded as either a robbery or an assault; this is a
compliance rate of 56.25%. However the overall conversion rate for robbery
is 86.67%. To add context the overall rate for conversion from incident to
crime is included within the first section in the breakdown column on appendix
A

2.9

From the above regime, the audit results are presented quarterly to the
NCSR/NSIR Steering Group. This group is chaired by the ACC Operational
Support and brings the key stakeholders together to consider the data, assess
risk associated with it and consider control measures necessary to maintain
data quality to a proportionate level. Amongst possible actions are scoping,
auditing, communication (training, Chief’s Orders etc) and formulating
business change to encompass recent and ongoing changes to Home Office
guidance.

2.10

There is still an impact being noticed regarding the reduction in recording time
from 72 hours to 24 hours. As part of an overall efficiency drive a high
number of people calling the police to report crimes are being dealt with by
way of diary appointments in non-urgent cases. This is a more efficient way
of using available police resources, but the appointment can often not be
made within 24 hours due to the availability of both an officer, and victim.
Additionally the force has recently changed its crime recording system which
was a significant change. The steering group are continuing to look at the
issue of 24 hour compliance and the possibility of recording the crime at first
contact but this will increase the time call handlers need to deal with the caller
and will directly affect efficiency in taking non urgent calls. The risk of failing
to record within 24 hours needs to be balanced against the risk of not taking
non urgent calls efficiently and is an ongoing consideration.

2.11

Appendix A, B & C The NCRS key information document, NSIR key
information documents and NSIR key information re vulnerability / PSH / hate,
ASB and Domestic incidents.

2.12

In general the findings of the NSIR audit show consistency with compliance
falling within the ‘Good’ banding.
2

AGENDA ITEM 10A
JOINT AUDIT RISK AND ASSURANCE COMMITTEE
22 SEPTEMBER 2016

2.13

In respect of NCRS audit data, compliance tends to fluctuate. This can be
due to a numbers of issues which include:
•

Home Office changes to recording processes.

•

Organisational changes i.e. attrition rate, staff abstractions, new crime
recording system (NICHE)

•

NCRS/NSIR Educational needs for supervisory staff entering key crime
related roles.

2.14

Implications to the area of crime and disorder are assessed as medium.
Accurate NCRS/NSIR data, by ethical crime recording is required to allow
crime and disorder to be effectively tackled i.e. crime is recorded, mapped
and effectively investigated, thus building trust and confidence within our
communities.

3.

RECOMMENDATIONS

3.1

The JARAC receives the report to gain direct assurance that this area of
business is being managed efficiently and effectively.

4.

IMPLICATIONS
All implications are assessed and scored to the table below.
HIGH – supporting explanation and narrative required and to be
contained within the report
MEDIUM – narrative to be contained within the report at the discretion of
the author
LOW – no narrative required
LOW

Crime & Disorder
Environmental
Equality & Diversity
Financial
Health & Safety
Human Rights
Legal
Personnel
Contact details
in the event
of enquiries

MEDIUM
x

HIGH

x
x
x
x
x
x
x
Name: C/Superintendent Sunita Gamblin
External telephone number: 0300 122 4196
Email address: sgbenquiries@derbyshire.pnn.police.uk

ATTACHMENTS
Appendix A - NCRS Quarterly Audit Key Information April to June 2016
Appendix B - NSIR Monthly Audit Key Information August 2016
Appendix C - NSIR Quarterly Risk Based Audits Key Information April to June 2016
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Appendix A
CONTACT MANAGEMENT AUDIT TEAM REPORT

April – June 2016

NCRS KEY INFORMATION
Findings from:
Quarterly Audit (April - June 2016)
NCRS Risk Based Audits of:
•
•
•
•
•
•
•
•
•
•
•

Robbery
Sexual
Rape
Hate
PPU Referrals
No Crimes (Rape and Robbery)
No Crimes – all
Burglary
Violence
Theft
Drugs

NCRS Compliance Banding:
Excellent

95% or above

Good

90 to 94.9%

Fair

80 to 89.9%

Poor

Less than 80%

1

1. Incidents Closed Without a Crime Being Created
Audit of incidents opened with a crime code, but closed without a crime.

Category

Sexual
603 Sexual incidents
in the period.
252 Incidents
audited (that don’t
result in a crime
created 100%))

Overall
Compliance
Breakdown

Out of 603 sexual
incidents . 252 were
not crimed and out
of these 74 should
have been crimed

Audit
Compli
ance

Band

Last
Audit

74 incidents failed:

70.63%
↓

Poor

75.92%
All should be crimed -including:
20 - sexual exposure
17 - Cause/incite a child to engage in sexual activity
14 - sexual assault
9 - indecent images of children
5 – assaults
3 - harassment
+ cause child to watch sexual activity, disclose private sexual
photographs, public order, N100, malicious comms., grooming

The compliance for
converting incident
to crime is :

87.72%

Hate
108 incidents of Hate
in the period.

All incidents of hate
are audited with a
QH Qualifier
within the period.

Key Findings

12 incidents failed:

Fair

78.57%

56.25%
↑

Poor

53,85%

90.41%
↑

Good

81.4%

7 incidents failed:
All should be crimed

78.58%
↑

Poor

76.0%

45 incidents failed:
All should be crimed – including
22 assaults; 15 harassment; 4 public order; 2 damage;
1 threats to kill; 1 disclose private sexual photographs

88.89%
↑

11 – should be crimed
1 – wrong classification

108 (100%)
Incidents with QH
audited

Robbery
131 incidents in the
period
32 (100%) Incidents
audited

Out of 131 Robberies
32 were not crimed
and out of these 14
should have been
crimed
The compliance for
converting incident
to crime is:

14 incidents failed:
all – should be crimed (Robbery or assault)

89.31%
Burglary
1153 incidents
within the period
73 incidents audited
(statistical sample)

Violence
8192 incidents
210 incidents
audited (statistical
sample)

Out of 1153
Burglaries
847 were crimes. 73
were not crimed and
out of these 7 should
have been crimed.
The compliance for
converting incident
to crime is therefore
90.41%

Out of 8192 Violence
incidents 2692 were
crimes. 210 were
audited and out of
these 45 should
have been crimed.
The compliance for
converting incident
to crime is therefore
78.58%

2

Theft
2452 incidents
audited 13 incidents
(statistical sample)

Out of 2452 theft
incidents 1318 were
crimed. Only 13 were
audited and 4
should have been
crimed.
The compliance for
converting incident
to crime is is
therefore 69.23%

69.23%
↓

Poor

96.43%

4 incidents failed
All should be crimed

2. Incident to Crime – Classification and General NCRS Compliance

Audit of incidents opened as one type of crime but closed (with a crime number) as another type of
crime.

Crime
Category

Compliance
Overall

Band

Last
Audit

Compliance
Excluding
72hr Rule

Last
Audit

5 crimes failed:

Sexual
8 crimes of a
different type
8
sexual crimes
audited (100%)

37.5%
↓

Poor

50%

62.5%
↑

50%

88.46%
↑

Fair

87.5%

88.46%
↓

78.95%
↓

93.75%

2 – wrong class
1 – undercrimed

4 crimes failed:

Burglary
35 crimes.
19 crimes
Audited

2 – wrong class
1 – Wrong class + 24 hr rule
2 – 24 hr rule

3 Crimes failed:

Robbery
26 crimes
26 (100%) crimes
audited

Key Findings

(Exc
72hrs)

78.95
↓

Poor

83.33%

56.82
↓

Poor

71.11%

57.14

Poor

91.67%

3 – wrong classification
1 – wrong class + 24 hr rule

Statistically relevant
sample

Violence
296 crimes
44 crimes
Audited

19 Crimes Failed:

86.36%
↓

95.56%
13 – 24hr rule
5 – Classification
1 - Undercrimed

Statistically relevant
sample

Theft
159 crimes
7 crimes
Audited Statistically
Relevant sample

↑

75.51%

100%
↑

3 Crimes Failed:
75.51%
All – 24 hr. rule

3

3.

Cancelling of Crime

Audit of crimes to test whether NCRS is being correctly applied to ‘cancel’ them.
*Please note this is only two months data due to the introduction of Niche.

Crime Category

Rape

Compliance

Band

100%

Excellent

Last
Audit

Key Findings

100%

14 (100%)
crimes audited

Other Sexual
offences
9 (100%)
crimes audited

88.89%
↔

Fair

100%

1 crime failed – should remain crimed

Robbery
7 (100%)
crimes audited

100%
↔

Excellent

100%

All Crime

100%
↑

Excellent

97.70%

471 No crimes
17 crimes
Audited
Statistically relevant
sample

4.

Classification

Accuracy of crime classifications not resulting from incidents; any other compliance issues will also be
recorded
Crime Category

Compliance

Band

Last
Audit

Compliance
Excluding
72hr Rule

67.01%

87.21%
↓

Last
Audit

Key Findings

(Exc. 24
hrs)

Sexual
248 crimes
86
sexual crimes
audited.
Statistically relevant
sample

61.63%
↓

Poor

91.37%

33 Crimes failed:
22 – 24hr rule
7 – classification
2 – classification + 24 hr rule
2 – undercrimed

4

5.
Crimes Within Specialist Units – General NCRS Compliance
This section examines how NCRS is applied to police contacts other than via the contact centre, i.e. via
Guardian Public Protection referrals.
*Please note only two months of referrals where audited due to the introduction of Niche.
The sample obtained is a statistically relevant sample based on last quarter’s compliance.

Referral Type.

Safeguarding
children
PPU Child Protection
– Sexual

Compliance
Overall

70.03%
↓

Band

Poor

Last
Audit

76.82%

Compliance
Excluding 72hr
Rule

85.39%
↓

Last

Audit
(Exc 72hrs)

90/73%

Key
Findings
some fail in
several
categories
24 referrals
failed:
11 – 24hr rule
11 – should be
crimed
2 – wrong class

264 total referrals
89 referrals audited

Domestic Abuse PPU
264 total referrals
112 referrals audited

Person susceptible to
Harm PPU

83.93%
↓

100%
↑

Fair

Excellent

87.01%

83.33%

89.29%
↓

100%
↑

92.21%

18 referrals
failed:
7 – should be
crimed
6 – 24hr rule
3 – wrong class
2 – under crimed

83.33%

9 total referrals
9 (100%)
referrals audited

Risk Assessment
PPU
96 total referrals
61 referrals audited

Vulnerable Person
PPU

83.61%
↑

Fair

82.93%
↓

Fair

84.34%
↑

Fair

80.29%

89.25%

86.89
↓

92.68
↓

87.59%

96.77%

199 total referrals
41 referrals audited

Child Protection PPU
– excl Sexual
867 referrals
83 referrals audited

84.15%

92.77%
↓

93.9%

10 referrals
failed:
5 – should be
crimed
2 – 24hr rule
2 – no link to
incident
1 – undercrimed

7 referrals
failed:
4 – 24hr rule
2 – should be
crimed
1 – no link to inc.

3 referrals
failed:
7 – 24hr rule
6 – should be
crimed

5

6. Ad Hoc Audits

To test specific areas in response to emerging trends or requests

Compliance

Band

Key Findings

No ad hoc audits to report

KEY:
1

The overall compliance level is calculated using the number of incidents which fail the audit and the total
number of incidents audited.
(↑) indicates increase/decrease/remained static from last audit.
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No. Incidents Audited / No. Errors / No. Incidents Failed:
Auditable Areas
Source Content
Details
/ Mark
Off
4
0
1
0
0
0
5
0

Location

No. Inc.
Audited

Opening
Code

Grade

FCR
FCC
Enq Off
Total

88
110
22
220

1
3
3
7

0
0
0
0

96.82

100.00

97.73

(↑)

(↔)

(↑)

% Compliance Per
Auditable Area

Qual .

Total
Errors

14
2
0
16

0
0
0
0

19
6
3
28

100.00

92.73

100.00

(↔)

(↓)

(↑)

QAL (Alcohol)
QDR (Drugs)
QDV (Domestic)
QYH (Youth)

Most Common Qualifiers Used:

No. Incidents with Qualifier(s) Missing:
Most Common Qualifier(s) Missing:

KEY:
95-100%

Excellent

No.
Inc.
Failed
18
6
1
25

88.64% 2 (↑)

% Overall Compliance:

Point(s) to Note:

1

Closing
Code

20

6 incidents missing QMH (Mental Health)
5 incidents missing QYH (Youth)
4 incidents missing QVP (Vulnerable Child/Young Person)
3 incidents missing QAL (Alcohol)

1. Overall compliance fell steadily from September 2015 until June 2016.
This month, we have seen a pleasing rise of just over 3% with a figure of
88.64% being achieved. n.b. no audit carried out in July.
2. Of the 220 incidents audited, 25 (11.36%) failed, compared to 32
failures (14.55%) in the last audit carried out in June.
3. Closing code errors remain the most common fault area. There were
no grading or mark off faults this month and fewer source detail errors
were noted.
90-94.9%

Good

80-89.9%

Fair

Below 80%

Poor

1

This auditable area relates to incorrect use of qualifiers only.
The overall compliance level is calculated using the number of incidents which fail the audit and the total number of
incidents audited.

2

(↑) indicates increase/decrease/remained static from last audit.
th

Publish Date: 6 September 2016
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Findings from the Quarterly NSIR Risk Based Audits: Vulnerable/PSH/Hate, ASB and
Domestic Incidents
Vulnerable/PSH/Hate
Aim – to test whether NSIR and NCRS are being used to correctly identify vulnerable
persons; persons susceptible to harm and hate incidents/crimes.
This forms part of a monthly audit (reported separately) whereby the standard NSIR tests are
applied to a random sample of closed incidents (usually 220 per month) covering the full
range of police activity. Three further tests are then applied: has vulnerability/PSH or hate
been identified by the operator/officer; has a crime been committed; has a crime been
recorded.
The results of the vulnerability/PSH/hate element of the audits are cumulated and reported
quarterly in this document.
660 incidents were included in this quarter. Ten (1.51%) of the 660 incidents involved a
vulnerable person/PSH, with the relevant marker being placed in the header, closure page or
log. No incidents were found which involved a vulnerable person/PSH who had not been
identified as such by either the operator or attending officer (none in the previous quarter).
Five incidents were identified where a crime had been committed but not recorded (three in
the previous quarter).
One hidden hate incident was found within the random sample of 660 incidents (none in the
previous quarter).
ASB
Aim – to test whether NSIR and NCRS have been correctly applied to incidents closed as
non-crime ASB.
A sample from all incidents closed as ASN (ASB Nuisance), ASP (ASB Personal) or ASE
(ASB Environmental), was selected for this audit. The standard NSIR tests were applied
initially and then four further areas tested: ASB pro-formas completed; rationale given; crime
committed; crime recorded.
No. Incidents Audited:
No. Incidents with a failure:
Overall Compliance:

330
(294 previous quarter)
58
(50 previous quarter)
82.42% (82.99% previous quarter)
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Overall compliance has steadily decreased from the July to September 2015 audit, resulting
in larger samples of incidents being required for audit purposes. In this latest quarter, 330
incidents were audited, over 30 more than in the previous quarter. A compliance level of
82.42% has been achieved, with 58 of the 330 incidents (17.58%) failing.
12 incidents (3.64%) were found to have an incorrect opening code, compared to eight
incidents (2.72%) out of 294 audited during the last quarter. For example, a report of an
inconsiderately parked vehicle, blocking the informant’s vehicle in his residential parking
space, was opened under the Transport theme. This was noted as an ongoing issue
between the informant and other vehicle owner. This better fits the definition of anti-social
behaviour as it is an act/condition/thing which is causing inconvenience, annoyance,
nuisance, etc., to an individual. The Transport theme, in general, is used for issues on the
highway which are likely to affect, or are affecting, the flow of traffic, such as RTC’s and
broken down vehicles.
A new ASB pro-forma was introduced during the April to June 2015 quarter, the use of which
has been monitored since. Operators are required to complete an initial risk assessment proforma to ascertain if the caller is a repeat victim of ASB; is being targeted or is a vulnerable
person/PSH. The answers given to the questions on this pro-forma will then determine if the
main ASB pro-forma is necessary. It was established early on that the initial risk assessment
pro-forma was not being completed by FCC or FCR operators on numerous occasions. This
issue was addressed by means of a briefing item and announcement on the CCMC intranet
page. A further briefing item was also recently put out to staff. However, the proforma is still
being missed. In this quarter, 45 incidents which were opened as ASB did not have the initial
risk assessment proforma (62 in the previous quarter). The use of pro-formas will continue to
be monitored during the audit process.
Eight incidents were found to have a crime within them which had not been recorded (six in
the previous quarter). The relevant section inspectors have been informed of these failures.
Three incidents were classified as ASB personal/nuisance incidents but were actually
domestic situations involving family members and ex-partners, therefore should have been
classified as a ‘Domestic Incident’ under the Public Safety and Welfare theme (eight in the
previous quarter).
Incorrect closure codes remain a problem area. The number of errors found has fluctuated
over previous auditable periods. During April to June, 34 closure errors were recorded
(10.30%). For example, an incident where a person was affected by ASB as an individual
had been closed under the Nuisance heading, which is intended to identify issues that affect
the community as a whole rather than individual victims. Much work has previously been
done and continues to be done with Team Leaders/Supervisors and operators around the
use of the Personal and Nuisance categories. Staff should have a good understanding of the
definitions of the ASB categories and when they should be applied. It has been noted that
the ASB categories are also being used to close incidents reported and correctly opened as
suspicious circumstances or transport related, when in fact a corresponding code from the
Public Safety and Welfare or Transport themes would apply.
38 incidents were missing at least one qualifier which would have identified the significant
characteristic(s) surrounding the reports (50 last quarter). This figure tends to fluctuate over
time. In the main, the Youth (QYH) qualifier is not used where it is believed or proven to be
that those involved are under 18 years of age. 22 of the 38 incidents with missing qualifiers
were youth related and should have had QYH to support the closure code. QAL (Alcohol)
should have been used on at least eight occasions. At least four incidents were mental
health related and should have had QMH as the supporting qualifier. N.B. not all incidents
require a qualifier.
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Comparison of Quarterly Data: ASB
90.00%
89.00%
88.00%
87.00%
86.00%
85.00%
84.00%
83.00%
82.00%
81.00%
80.00%

87.15%
85.76%

85.23%
82.99%

Apr - Jun
2015

Jul - Sept
2015

Oct - Dec
2015

Jan - Mar
2016

82.42%

Apr - Jun
2016

Domestic Incidents
Aim – to test whether NSIR and NCRS have been correctly applied to incidents closed as
non-crime domestic.
A sample from all domestic incidents closed as SE was selected for this audit. The standard
NSIR tests were applied initially and then three further areas tested: DASH risk assessment
completed; crime committed; crime recorded.
No. Incidents Audited:
No. Incidents with a failure:
Overall Compliance:

236
(233 previous quarter)
19
(28 previous quarter)
91.95% (87.98% previous quarter)

The majority of errors were found in the opening code area, which is a continuing trend. Out
of 236 incidents audited, nine (3.81%) were found to have incorrect opening codes (nine out
of 233 in the previous quarter). For example, a report of an assault was opened as SE
(Domestic Incident) when CA (Violent Crime) should have been used. However, this did not
appear to affect the subsequent investigation and service by the attending officer(s).
DASH risk assessments were generated for almost all of the incidents where both parties
were over the age of 16, the majority graded as ‘Standard’. However, one incident was
identified (one in the previous quarter) where a DASH should have been completed but no
explanation had been provided as to why this was not done. Liaison with the Public
Protection Unit is being maintained with regard to issues arising from the audit, although this
is far less frequent than in previous quarters. Any incidents found in the audit which pose a
risk, having not been risk assessed, are flagged to the relevant detective inspector. In other
circumstances where no DASH had been completed, the main reason was that one of the
parties involved was under 16 years.
Only one incident failed the audit for having an inadequate mark off (six in the previous
quarter). In this incident, the informant reveals that she had been assaulted by her son, but
this is not explained or covered anywhere in the mark off or on the DASH.
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Six incidents, where a crime had been made out and a crime report created, were found to
have been closed as non-crime incidents (seven in the previous quarter). Five incidents were
found where a crime appeared to have been committed, but a crime had not been recorded
(four in the previous quarter).
Alcohol is often a contributory factor of a domestic incident. 15 incidents, where this was the
case, did not have the QAL qualifier to support the SE closure, compared to 13 in the
previous quarter. QMH (Mental Health) would have been applicable on at least five
occasions (nine in the last quarter). QDV (Domestic), which should be used to support an
incident which has been risk assessed by way of a DASH, had been missed from four
incidents.

Comparison of Quarterly Data: Domestic Incident (SE)
94.00%
93.00%
92.00%
91.00%
90.00%
89.00%
88.00%
87.00%
86.00%
85.00%

92.70%
91.95%
91.03%
88.11%
87.98%

Apr - Jun 2015

Jul - Sept 2015

Oct - Dec 2015

Jan-Mar 2016

Apr - Jun 2016

Comments
Overall compliance in the area of ASB has remained at a similar level to that recorded in
January-March. Closure codes are still a problem area. Although the emphasis is on risk
assessment and ‘front-end’ service delivery, it is important that incidents are closed correctly
and accuracy is maintained for statistical/ analytical purposes. Despite being addressed, the
non-completion of the ASB Initial Risk Assessment proforma remains an issue.
Overall compliance in the area of domestic incidents has risen above 90% for the first time
since July-September 2015. Opening and closing codes are problem areas, particularly when
assaults are reported and/or recorded in a domestic situation. However, the standard of
service is not generally affected. Since officers have had their write access removed, the
standard of mark offs has deteriorated, however in this quarter only one inadequate mark off
was noted.
Individual incidents identified by the auditor as possibly having a service failure, or those
which pose a risk to the force, are raised with the Force Crime Registrar and the relevant
section inspector(s).
The auditor ensures that training needs are addressed in relation to the NSIR standard,
particularly with regard to opening and closing codes.

