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LANCASHIRE POLICE AUTHORITY      ITEM 3 
AUDIT AND STANDARDS COMMITTEE 
4th JUNE 2007 
 
PART I 
 
MEMBERSHIP AND TERMS OF REFERENCE OF THE COMMITTEE 
 
Issue for Consideration 
 
The Membership and Terms of Reference of the Committee. 
 
Information 
 
(a) Membership 
 
At its meeting on the 9th May 2007 the Authority agreed that the Membership of the 
Committee should comprise of the following Members: 

 
Miss Afzal 

County Councillor Jones (Vice-Chair) 
Mr Master 

Mrs Stanley, JP 
Mr Winthrop, JP 

 
Independent Appointments: 

 
Mrs D Dugdale 

Mr D Soper 
 
(b) Terms of Reference 
 
The following Terms of Reference were approved for the Committee by the Authority at its 
meeting on the 9th May 2007: 
 
1. To consider and make recommendations to the Authority as necessary upon the 

following:- 
 
2. To consider and make recommendations to the Authority as necessary upon the 

following:- 
 

2.1. the external auditor's Management Letter, and other reports and studies; 
 
2.2. the effectiveness of the Authority’s internal control systems; 
 
2.3. matters relating to the risk management and corporate governance of the 

Authority’s business.  
 

3. To exercise the following delegated powers and duties:- 
 

3.1. to make arrangements for the invitation of applications for the appointment of 
Independent Members to the Committee and to make recommendations for 
appointment to the full Police Authority;   
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3.2. to promote and maintain high standards of conduct by all Members, Co-opted 
Members and Officers of the Authority, to ensure that the highest ethical 
standards are maintained across the Authority; 

 
3.3. to advise the Authority on the adoption and revision of the Codes of Conduct 

for Members and Officers and to keep such Codes under review; 
 
3.4. to monitor the operation of the Authority’s Code of Conduct; 
 
3.5. to assist members to observe the Code of Conduct; 
 
3.6. to advise on or arrange appropriate training for Members and the Authority’s 

Officers relating to the Codes of Conduct; 
 
3.7. to support the Monitoring Officer, or his / her representative, who shall act as 

the Clerk to the Committee, on the discharge of his / her role in respect of 
standards of conduct and behaviour; 

 
3.8. to approve procedures for the proper investigation and determination of 

alleged breaches of the Authority’s Code of Conduct for Members;  
 
3.9. to receive reports of decisions by Case Tribunals and implement any 

recommendations in accordance with the decision in relation to individual 
Members; 

 
3.10. to consider any recommendations by Case Tribunals in relation to the 

functions of the Authority, the Code of Conduct or the Standards Committee; 
 
3.11. to receive reports from the Monitoring Officer on matters referred for local 

investigation and determination; 
 
3.12. to determine suitable action where, following investigation, the Committee 

finds there has been a breach of the Authority’s Code of Conduct for 
Members; 

 
3.13. to grant dispensations as permitted by regulations, to Members of the 

Authority from a requirement not to participate in the business of the Authority; 
 
3.14. to consider the Authority’s Annual Statement of Accounts; 
 
3.15. to consider the terms of engagement and fee of the external auditor including 

the nature and scope of the audit; 
 
3.16. to receive and consider the external audit plan and reports and monitor 

management's response to findings; 
 
3.17. to receive and consider the internal audit programme and reports and monitor 

management’s response to findings;   
 
3.18. to consider the Authority’s statement on internal control, together with its 

strategic processes for risk management and corporate governance; 
 
3.19. to monitor the effectiveness of the internal and external audit services;  
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3.20. to consider equality and diversity matters which are relevant to the business 

of the Committee. 
 
NB: For the avoidance of doubt, the Committee does not deal with Standards matters in 

respect of the Constabulary. 
 
Decision Required 
 
The Committee is asked to note its Membership and Terms of Reference for 2007/08. 
 
Background Papers 
 
 Part I of Police Authority Agenda Papers – 9th May 2007. 
 
Report Originator 
 
Mr S Pickup – Administrative Officer, Lancashire Police Authority. 
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MINUTES 

 
PRESENT:- 
 

Mrs D Dugdale - Chair 
 

Miss S Afzal 
Mr S Clarke 

County Councillor H Gore 
County Councillor A P Jones 

Mrs G S Stanley, JP 
Mr D Winthrop, JP 

 
IN ATTENDANCE 
 
Mr B Aldred Chief Executive 

Mrs L Norris Monitoring Officer 

Mr S Pickup Administrator, Chief Executive’s Office 

Mrs L Taylor Head of Finance, Lancashire Constabulary 

Mr P Lees  Lancashire Constabulary 

Mr M Tye Audit Commission 

Mrs R Lowry Head of Internal Audit 

Mrs R Tanner Principal Auditor, Internal Audit 

Mr D Soper Independent Lay Member (attending as an 
Observer) 

 
MESSRS ALDRED, CLARKE AND TYE 
 
The Committee placed on records its appreciation of the contributions made by Mr Aldred, 
Mr Clarke and Mr Tye to the work of the Audit and Standards Committee and extend best 
wishes to them for the future. 
 
RESULTS OF THE APPOINTMENT PROCESS FOR AN INDEPENDENT LAY MEMBER 
TO SERVE ON THE COMMITTEE 
 
Members considered a report on the outcome of the recent Independent Member 
appointment process. 

 
 

AUDIT AND STANDARDS COMMITTEE 
 

2.00PM ON MONDAY, 5TH MARCH 2007 
CABINET ROOM ‘C’, COUNTY HALL, PRESTON,  

Item 4 
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The Selection Panel, which had been appointed to undertake the appointment process, had 
recommended the appointment of Mr Douglas Soper.  The Police Authority had considered 
this recommendation on the 14th February 2007 and approved the appointment for a four 
year term effective from the 1st April 2007, subject to receipt of vetting clearance.  The Chief 
Executive informed the Committee that successful vetting clearance had now been 
received.  Members welcomed Mr Soper to the Committee.  
 
32/06 RESOLVED:- That the report be noted.  
 
MINUTES OF THE MEETING HELD ON THE 27TH NOVEMBER 2006 
 
The Chair requested that an amendment be made on page 3 of the minutes under the item 
regarding the equal opportunities monitoring form for the appointment of an Independent 
Lay Member.   
 
The Minutes indicated that Mrs Dugdale ‘could not understand why a section on gender 
identity needed to be included on the form’ and the Chair requested that this be amended to 
read Mrs Dugdale indicated that she ‘had concerns about the complexity of the section on 
gender identity.’ 
 
33/06 RESOLVED:- That, subject to the above amendment, the Minutes of the meeting 
held on the 27th November 2006 be confirmed and signed by the Chair. 
 
INTERNAL AUDIT PLAN 2007-2008 
 
The Committee considered the draft Internal Audit Plan for 2007/08. 
 
The Head of Internal Audit reported that the work required to address wider operational 
risks and controls of the Constabulary had not yet been clearly established and this had 
resulted in a balance of forty days still to be allocated.  Internal Audit proposed to work 
closely with the Authority’s and Constabulary’s senior management and the Continuous 
Improvement & Threat Management Group (CITMG) to allocate these days to key 
operational risks.  
 
The CITMG was due to meet the following day and it was suggested that the Authority’s 
representatives on this group should be given delegated power to allocate the balance of 
days to appropriate operational reviews.  
 
34/06 RESOLVED:-  
 
(i) That the Internal Audit Plan for 2007/08 be approved. 
 
(ii) That delegated power be given to the Authority’s representatives on the CITMG to 
allocate the remaining balance of audit days to appropriate operational reviews. 
 
CONSULTATION ON AMENDMENTS TO THE MODEL CODE OF CONDUCT FOR 
MEMBERS 
 
The Committee received a report on the Department for Communities and Local 
Government’s consultation paper regarding amendments to the Model Code of Conduct for 
Local Authority Members.  In addition to the questions set out in this consultation paper, the 
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Committee also considered a number of specific questions which the APA had asked Police 
Authorities as part of its corporate response to the consultation.  
 
The Authority’s Monitoring Officer indicated that, whilst the suggested amendments to the 
Code did not provide a perfect solution to problems which had been experienced nationally, 
the proposals broadly represented a step in the right direction.  The revisions would provide 
Members with greater clarity about what was expected of them under the Code and this 
would also be useful to Standards Committees, who would be required to consider more 
cases of alleged breaches under the new devolved arrangements which were being 
introduced by the Standards Board. 
 
The Committee gave its views on each of the questions contained in the consultation paper 
and those questions provided by the APA.  The Committee then asked the Monitoring 
Officer to formulate a response on behalf of the Committee.  
 
35/06 RESOLVED:- That the Authority’s Monitoring Officer be asked to submit a response 
to the consultation paper based on the views expressed by the Committee. 
 
(A copy of the report and the Authority’s response is set out in the Minute Book.) 
 
STANDARDS BOARD ROADSHOW 2007 
 
Members considered a report regarding the Committee representation at a forthcoming 
Standards Board for England Roadshow.   
 
36/06 RESOLVED:- That the following Members be appointed to represent the Committee 
at the Standards Roadshow taking place in Liverpool on the 6th June 2007: 
 
 County Councillor Jones 
 Mr Soper. 

Mrs Stanley, JP 
 
AUDIT COMMISSION – DRAFT AUDIT PLAN 2007/08 
 
An Audit Plan, setting out the work that the Authority’s External Auditor proposed to 
undertake at Lancashire Police Authority in 2007/08, was presented to the Committee.  The 
Plan had been drawn up from planning meetings and the Auditor’s risk based approach to 
audit planning. 
 
A Member of the Committee asked if the Auditors would require the Authority to 
demonstrate the active use of the results from activity based costing as part of the 2007/08 
audit.  Mr Tye indicated that this work had not been specified by the Audit Commission and 
this piece of work had therefore not been included in the Plan.  
 
37/06 RESOLVED:- That the Draft External Audit Plan for 2007/08 be noted. 
 
AUDIT COMMISSION POSITION STATEMENT 
 
The Committee considered a position statement from the Audit Commission on work 
undertaken in 2006/07 audit. 
 
38/06 RESOLVED:- That the report be noted. 
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INTERNAL AUDIT MONITORING REPORT 
 
An Internal Audit Monitoring Report for the period 1st April 2006 to 31st January 2007 was 
presented to the Committee.   
 
In respect of resource input, the Committee noted that there was currently an imbalance on 
the level of input at Senior Auditor level.  This reflected the limited progress which had been 
made in respect of programmed operational reviews for the year, which involved more 
senior auditor time than other areas which had been reviewed.   However, it was stressed 
that the Authority had received the appropriate level of input for the work which had been 
undertaken and would only be charged for days actually worked on the contract with the 
Authority.  
 
39/06 RESOLVED:- That the report be noted. 
 
DATE OF NEXT MEETING 

 
40/06 RESOLVED:- That the next meeting of the Committee be held at 2:00pm on Monday 
4th June 2007, at County Hall, Preston. 
 
EXCLUSION OF PRESS AND PUBLIC  
 
41/06 RESOLVED:- That the press and public be excluded from the meeting during 
consideration of the following items of business on the grounds that there would be a likely 
disclosure of exempt information as defined under the appropriate paragraph of Part I of 
Schedule 12A to the Local Government Act 1972, as indicated against the heading to each 
item and that the public interest not to disclose the information outweighs the public interest 
in disclosing it.  
 
PART II 
PRIVATE AND CONFIDENTIAL 

 
INTERNAL AUDIT REPORT: PROCUREMENT  
 
(NOTE – Reason for Exclusion of Press and Public - Exempt information as defined in 
Paragraph 3.)  
 
The Committee considered an Internal Audit report on a review of the procurement 
arrangements operating within the Constabulary. 
 
In response to a query, the Committee was informed that the Constabulary had now begun 
its first e-tendering exercise.  
 
42/06 RESOLVED:- That the report be noted. 

 
SIGNIFICANT AREAS OF THREAT TO THE CONSTABULARY 
 
(NOTE – Reason for Exclusion of Press and Public - Exempt information as defined in 
Paragraph 7.)  

 
A report on significant areas of threat to the Constabulary was presented to the Committee. 
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In respect of compliance with the Association of Chief Police Officers’ (ACPO) security 
policy, the Committee asked how Lancashire’s performance compared with the national 
picture, particularly in respect of the vetting of staff and contractors.  Mr Lees reported that 
he would provide comparative information on this to the next meeting of the Committee. 
 
43/06 RESOLVED:-  
 

(i) That the report be noted. 
 
(ii) That information regarding Lancashire’s compliance with the ACPO security 

policy compared to that of other Forces be presented to the next meeting of the 
Committee.  

 
 

BRIAN ALDRED 
CHIEF EXECUTIVE 
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ITEM 5  
LANCASHIRE POLICE AUTHORITY 
AUDIT AND STANDARDS COMMITTEE 
4TH JUNE 2007  
 
PART I 
 
REVISED CODE OF CONDUCT FOR LANCASHIRE POLICE AUTHORITY MEMBERS 
(Appendix ‘A’ refers) 
 
Issue for Consideration 
 
To consider the attached revised Model Code of Conduct and recommend the same for 
adoption by the full Police Authority. 
 
Information 
 
The Government has recently tabled in Parliament the revised Model Code of Conduct for 
Local Authority Members.  A copy of the revised code is set out as Appendix ‘A’ to the 
report. 
 
The code was made on 2 April and comes into force on 3 May 2007.  Authorities have until 
1 October 2007 to formally adopt the revised code from the date it was made. 
 
The Local Authorities (Model Code of Conduct) Order 2007 essentially combines the four 
individual codes into one consolidation code.  The four model codes were:- 
 
• The Local Authorities (Model Code of Conduct) (England) Order 2001 
• The Parish Councils (Model Code of Conduct) Order 2001 
• The National Park and Broads Authorities (Model Code of Conduct) (England) Order 

2001 
• The Police Authorities (Model Code of Conduct Order) 2001 
 
The Order applies to Members whether elected, appointed or co-opted. 
 
Key changes to the Code 
 
The key changes to the Code made by the order are to: 
 
• Simplify and clarify the drafting of the code, including making the language in which it is 

written gender-neutral. 
 
• Amend the rules in the code relating to personal interests, so that a Member only has a 

personal interest where his interest is greater than that of the majority of people in the 
ward affected by the matter, rather than merely greater than the interest of other people 
in the Council’s area.  However, the definition will not change for authorities that do not 
have wards or electoral divisions (para 8(b)iii). 

 
• Provide that the code of conduct will apply to Members’ conduct in their private capacity 

where such conduct has resulted in a criminal conviction but not other conduct which 
solely concerns a Member’s private life. 
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• Prejudicial interests now only apply if a matter affects a Member, their families or their 
close associates in the following ways: 

 
a) it relates to their finances or well being; 
b) it concerns regulatory functions such as Licensing or Planning which affect them; 
c) and a reasonable member of the public with knowledge of the facts would believe 

their ability to judge the public interest would be impaired. 
 
• Further, Members with a prejudicial interest may speak at an Authority meeting 

providing this is solely to allow them to make representations, answer questions or give 
evidence, but not to vote. 

 
• Extend the definition of personal interests by including a wider term covering any person 

with whom the Member has a “close personal association” in addition to family and 
friends. 

 
• Dual hatted Members and those Members appointed or nominated by the authority to 

outside bodies will also benefit from changes to the rules regarding declaration of 
interests.  Where a matter that affects the other body is being discussed at a meeting of 
the authority, those members will not be required to declare that they have a personal 
interest in the matter before they vote, unless they wish to speak on the matter or where 
the personal interest is also a prejudicial interest. 

 
• Gifts and hospitality over the value of £25 must now be included in a Members Register 

of Interests.  This means that a personal interest must be declared at any meeting 
where a matter relating to that interest is discussed. 

 
• A new provision in the code makes it clear that bullying is prohibited by the code. 
 
• The unlawful discrimination provision has been replaced by a duty not to do anything 

that may cause the authority breach of its statutory duties under equality laws. 
 
Paragraph 12(2) of the Code 
 
The Standards Board for England is encouraging authorities to adopt the code in its revised 
form so as to avoid and minimise inconsistency for Members and the public.  However, 
there is one exception, paragraph 12(2).  This paragraph gives Members with a prejudicial 
interest in the matter the same rights as members of the public to speak to a meeting on the 
matter and then leave before the main discussion and vote.  This paragraph, however, is 
not mandatory for Police Authorities.  It is therefore open to the authority if it wishes to 
adopt paragraph 12(2) as drafted and set out on the attached  If the authority does not then 
it will need to expressly need to adopt the Model Code of Conduct excluding this provision.  
If paragraph 12(2) is included in the code, then the Standards Board recommends that, in 
order to provide clarity, procedural rules should be in place which clearly set out the 
circumstances in which members of the public can attend meetings to make 
representations, answer questions or give evidence. 
 
If the authority does not provide members of the public the right to speak as at our 
authority, then paragraph 12(2) would have no effect.  This means that Members with a 
prejudicial interest would have to continue to leave the meeting after declaring the nature 
and extent of their interest. 
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On balance the recommendation is to leave it in the code but Members are asked to note 
its effect. 
 
Decision Required 
 
The Committee is asked to recommend that the Police Authority approves and adopts the 
Revised Code of Conduct for Members as now presented. 
 
Background Papers 
 
Local Authorities (Model Code of Conduct) Order 2007 
Guidance from Standards Board for England (www.standardsboard.co.uk) 
 
Report Originator 
 
Angela Harrison - Legal Adviser to Lancashire Police Authority. 
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ITEM 6 
LANCASHIRE POLICE AUTHORITY 
AUDIT AND STANDARDS COMMITTEE 
4th JUNE 2007 
 
PART I 
 
STATEMENT ON INTERNAL CONTROL (SIC)  
(Appendix ‘A’ refers) 
 
Issue for Consideration 
 
The provision of the Accounts and Audit Regulations 2006 (Regulation 4) in respect of 
responsibility for financial management. 
 
Information 
 
The Accounts and Audit Regulations 2003 set out a requirement for prescribed organisations, 
including Police Authorities, to conduct a review of the effectiveness of the systems of internal 
control and to publish a Statement on Internal Control (SIC) with their statutory accounts. 
 
The Account and Audit (Amendment) Regulations 2006 require the findings of this review to be 
considered by a Committee of the Authority, or by the whole Authority.  The proposed Statement 
on Internal Control for 2006/07 is attached at Appendix “A”. 
 
The 2006 Amendment Regulations also require that, at least once a year, the Authority should 
conduct a review of the effectiveness of its system of internal audit and the findings of this review 
should be considered as part of the consideration of the Statement on Internal Control.   To fulfil 
this requirement for 2006/07, it is proposed to rely upon the results of the Audit Commission’s 
review of work undertaken by Internal Audit in 2006/07.  This review has recently been completed 
and the Audit Commission’s progress report (included on the Agenda at Item 9) indicates that the 
work of Internal Audit is robust and there are no significant issues to report to the Authority.  The 
External Auditor will give an oral update on the results of this review at the meeting. 
 
Decision Required 
 
The Committee is asked to: 
 
1. agree that the overall conclusion from the Audit Commission’s review of Internal Audit 

should be relied upon as an accurate assessment of the effectiveness of the Authority’s 
Internal Audit in 2006/07; 

 
2. approve the Statement on Internal Control for inclusion in the Police Authority’s Statement 

of Accounts for 2006/07. 
 
Background Papers 
 
Nil. 
 
Report Originator 
 
Mr A Brown –Head of Management Accounts, Lancashire Constabulary. 
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APPENDIX “A” 
LANCASHIRE POLICE AUTHORITY 
 
STATEMENT ON INTERNAL CONTROL 
 
1.  SCOPE OF RESPONSIBILITY 
 
Under the Police Act 1996, the primary responsibility of the Lancashire Police Authority is to 
secure an efficient and effective policing service for everyone in the Lancashire police area.   
In so doing it ensures that its business (which for this purpose includes the direct activity of 
the Authority itself as well as all the functions of the Constabulary) is conducted in 
accordance with the law and proper standards, and that public money is safeguarded, 
properly accounted for, and used economically, efficiently and effectively. The Authority 
also has a duty under the Local Government Act 1999 to make arrangements to secure 
continuous improvement in the way in which its functions are exercised, having regard to a 
combination of economy, efficiency and effectiveness.  
In discharging this overall responsibility, the Authority is responsible for establishing and 
maintaining appropriate risk management processes, governance arrangements and 
ensuring that there is a sound system of internal control which facilitates the effective 
exercise of its functions.      
 
2.  PURPOSE OF THE SYSTEM OF INTERNAL CONTROL 
 
This statement (a mandatory requirement under the Accounts and Audit Regulations) has 
been prepared for the 2006/07 period to show the Authority’s current position on internal 
control as well as outlining future actions the Authority will be undertaking to ensure the 
prescribed controls are operating effectively. 
The system of internal control is designed to manage risk to a reasonable level rather than 
to eliminate all risk of failure to achieve policies, aims and objectives;   this statement  can 
therefore only provide reasonable and not absolute assurance of the effectiveness of the 
system of internal control in managing risk.  The system of internal control is based on an 
ongoing process  designed to identify and prioritise the risks to the achievement of the 
Authority’s policies, aims and objectives, to evaluate the likelihood of those risks being 
realised and the impact should they be realised, and to manage them efficiently, effectively 
and economically.   The Authority aims to provide a reasonable assurance of the 
effectiveness of the control systems it employs, and by the Lancashire Constabulary on its 
behalf. 
 
The system of internal control is reviewed in order to bring about improvements in those 
systems wherever possible and to ensure they remain fit for purposes. 
 
The detailed controls outlined below represent those in place at 31 March 2007 and up to 
the date of approval of the annual report and statement of accounts and, subject to 
comments at section 5, accord with proper practice.  
 
3.  THE INTERNAL CONTROL ENVIRONMENT 
 
The Chief Constable is responsible for operational policing matters and the direction of 
police personnel.   The Police Authority is responsible for securing and maintaining an 
efficient force.   The Authority and Constabulary work together to ensure that there are 
appropriate control mechanisms in place and that these operate in practice.  
 



Page 2 of 9 
Lancashire Police Authority 

23rd May 2007 [v1.1] 
H:\Police\Committee Folders\2007-2008\Audit & Standards\4th June 2007\Items\Item 6 app a - Statement on Internal Control.doc 

The system of internal control is based on a framework comprising systems, policies, 
procedures and operations designed to:- 
 

• establish and monitor the achievement of the Authority’s objectives. 
• facilitate policy and decision-making 
• ensure compliance with the established framework 
• manage the performance of the Authority and reporting thereon. 

 
The overall framework of internal control consists of a number of strands covering: 
 

• planning 
• financial management 
• performance management 
• risk management  
• governance 
 

Planning Framework 
 
Three year Policing Strategy 
 
The Police Authority is required to publish a 3 year policing strategy, setting out its 
medium term vision, which must take account of the national Policing Plan.   The 3 year 
policing strategy is produced jointly with the Force. 
 
Local Policing Plan 
 
The Police Authority is required to publish each year a Local Policing Plan, which sets out 
its local policing priorities and the resourcing of those priorities.   It must take into 
consideration any objectives set by the Government.   The Local Policing Plan is produced 
jointly with the Force and reflects the views of the public and takes into account the plans 
of other relevant bodies, such as the Crime and Disorder Reduction Partnerships 
(CDRPs) and the Local Criminal Justice Board.   Increased importance is now being 
attached to Local Area Agreements, which are seen as the key mechanism for delivering 
government initiatives and targets. 
 
National Intelligence Model 
 
The application of the Model underpins the planning process as priorities are identified, 
monitored and, where appropriate, amended via the Constabulary’s Control strategy. 
 
Environmental Scanning 
 
In determining its medium term vision and annual plans, both the Force and the Authority 
need to identify and take into account those issues and factors which will substantially 
affect its plans.   Corporate Development staff regularly scan the environment in order to 
assist with the function, which is review and development of corporate strategies.    
 
Community Engagement 
 
The Police Authority has a statutory duty to consult with the public in relation to policing 
issues in general and specific issues, such as the level of precept.   The Force also has a 
fundamental need to engage with local communities on policing issues.   The Authority 
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and the Force achieve this through a variety of formal and informal mechanisms, such as: 
      

• Use of Surveys - a joint Authority/Constabulary citizen’s panel consults 4000 local 
residents via postal survey three times a year. This is supported by Police Authority 
online surveys and postal survey distributed to over 1000 individuals on a 
consultation database. 

 
• Specific research - the Police Authority has commissioned specific research 

including surveys, focus groups, face to face interviews and on-street surveys. In 
addition specific consultative events have been undertaken (e.g.  Disability 
consultation, Minority Ethnic communities and young people.) 

 
• Public interaction - Police Authority Community (PAC) meetings take place three 

times per year in each District of the County and enable Authority interaction with 
residents face to face.  Each year, one cycle of meetings is used to discuss 
proposed policing objectives and to obtain feedback from residents.  Monthly Police 
and Communities Together (PACT) meetings are held in over 1000 neighbourhoods, 
providing residents with the opportunity to voice concerns to local neighbourhood 
policing teams.   

 
The Constabulary’s Independent Advisory Group network is one of the main 
methods of engaging with hard to reach groups.  IAGs consist of independent 
advisors, recruited to act as “critical friends”.   

 
• Partnerships - regular dialogue takes place between the Authority/Constabulary and 

partner agencies.  
 
• Consultation with the Business Community – The Authority consults representatives 

of the business community each year on its proposals for the Revenue Budget and 
Capital Programme. 

 
The feedback from these is captured for the formalised planning process as well as 
providing local operational officers with more immediate information on local issues. 
Key Control Strategies 
 
The Force has a number of key control strategies which cut across the key business areas 
of the organisation.   These strategies, which include Estates and ICT are approved and 
endorsed by the Police Authority. 
 
Financial Management Framework 
 
Financial control involves the existence of a control structure which ensures that all 
resources are used as efficiently and effectively as possible to attain the Authority’s overall 
objectives and targets.   Internal financial control systems are in place to minimise the risk 
of loss, unlawful expenditure or poor value for money, and to maximise the use of the 
Authority’s assets and limited resources. 
 
The key elements of the Authority’s financial management framework are set out below.    
These follow national and/or professional best practice. 
 
Financial Regulations and Contract Standing Orders 
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Financial Regulations establish the principles of financial control.   They are designed to 
ensure that the Authority conducts its financial affairs in a way which complies with 
statutory provision and reflects best professional practice.   Standing Orders set out the 
rules to be followed in respect of contracts for the supply of goods and services. 
 
Scheme of Devolved Financial Management 
 
The Authority’s Scheme of Devolved Financial Management is designed to ensure that 
responsibility and accountability for resources rest with managers who are responsible for 
service provision. 
 
Treasury Management 
 
The Police Authority has adopted the CIPFA Code of Practice on Treasury Management 
requiring the Authority to approve an annual treasury management strategy including an 
annual investment strategy. 
 
Medium Term Financial Planning 
 
In accordance with the Prudential Code and best accounting practice the Constabulary 
and Authority produce a five year medium term revenue financial plan and a five year 
capital programme.   These are considered in the autumn each year and form the basis of 
further discussion and debate on the annual revenue budget and capital programme. 
The medium term finance plan (MTFP) includes full provision for inflation, known 
commitments and other expenditure items which the Chief Constable has identified as 
necessary to deliver both national and local policing priorities.    
 
Revenue Budget 
 
The revenue budget provides an estimate of the annual income and expenditure 
requirements for the police service and sets out the financial implications of the Authority’s 
policies.   It provides chief officers with authority to incur expenditure and a basis on which 
to monitor the financial performance of the Authority. 
The Authority is required to set its budget and council tax level (precept) by the end of 
February prior to the start of the relevant financial year. 
 
Capital Programme 
 
Capital expenditure is an important element in the development of the Authority’s services 
since it represents major investment in new and improved assets.   The Authority 
approves a capital programme each year. 
 
Efficiency Savings 
 
Efficiency targets are established each year by the Home Office.   For 2006/7 efficiency 
targets of 3% of net expenditure, half of which are cashable were required and the target 
has been achieved. 
 
Internal Audit 
 
Internal audit is an assurance function that provides an independent and objective opinion 
to the organisation on the control environment by evaluating its effectiveness in achieving 
the organisation’s objectives.   It works to a code of practice and prepares a plan of 
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activities that is submitted to members for approval.   It examines, evaluates and reports 
on the adequacy of internal control as a contribution to the proper, economic, efficient and 
effective use of resources.   The Head of Internal Audit reports regularly to the Chief 
Executive to the Police Authority and the Constabulary’s Director of Resources. 
 
Treasurer to the Police Authority/Director of Resources 
 
The Treasurer is the Authority’s professional advisor on financial matters.   The statutory 
responsibilities of the Treasurer to the Police Authority are set out in various Acts, 
including sections 112 and 114 of the Local Government Finance Act 1988. 
The Director of Resources is responsible to the Chief Constable for all financial activities 
within the Force.  The Director of Resources is a key member of the Chief Officers’ 
Management Team. 
 
Scheme of Delegation 
 
In addition to the general powers set out in the Authority’s Constitution, Contract Standing 
Orders, Financial Regulations and the Code of Financial Management Practice issued by 
the Home Secretary, the Chief Officers of the Authority (i.e. Chief Executive, Treasurer 
and Chief Constable) have been authorised to exercise, on behalf of the Authority, specific 
and general powers.   These delegation arrangements are further devolved to named 
individuals with the Constabulary.  
 
Performance Management Framework 
 
Police Authority Business Structure 
 
The Police Authority conducts its business based around a committee structure and a 
scheme of delegated powers.   Within this framework the Authority has formal and 
informal mechanisms for the monitoring and scrutiny of the performance of the Force.    
 
Force Business Structure 
 
The Force is structured to ensure not only a management framework where certain 
operational decisions must be taken at a designated level, but also one that supports and 
promotes a performance culture.   The Chief Constable is ultimately accountable to the 
Police Authority for the performance of the Force.   Quarterly performance review 
meetings are held between Chief Officers, members of the Authority and 
Divisional/Departmental Managers. 
 
Performance Analysis and Review 
 
The Force’s analysis and review functions within the Corporate Development Department 
help to develop and provide guidance on planning in support of Force objectives;   to 
monitor, analyse and advise on performance;   to identify good and bad performance;   
and to generate performance improvements.   
 
Although PPAF measures have been used in the past to monitor performance the Home 
Office and its delivery partners have pledged to deliver a simpler performance framework 
for crime drugs and policing, however publication of the first assessments will not take 
place until 2009.   The working title for the new framework is Assessments of Policing and 
Community Safety (APACS).   For the year 2007-2008 an interim assessment framework 
will be used based on the Statutory Performance Indicators and local improvement 
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priorities included in the Strategy Plan and Annual Policing Plan. 
 
Projects 
 
The existence of a team of skilled staff and experienced project support officers who lead 
the development of new projects within the Constabulary 
 
Constabulary Continuous Improvement and Threat Management Group 
 
This group’s role is to commission systematic reviews of Divisions and Departments to 
enable assessment of their performance against Force strategies, ensure compliance with 
Lancashire Police policies and to ensure data quality in Lancashire Police systems. 
 
PDRs 
 
The mandatory system of Performance Development Reviews for each officer and 
member of staff provides for the cascading of and targeting of key objectives which 
appear within the Force plans.   The process ensures a clear focus for individuals on 
those issues which most concern the organisation. 
 
Risk Management Framework 
 
The Force works to identify areas of risk, assess the likely impact and seek to eliminate or 
reduce the consequences of those risks.   The force has a corporate risk register with 
operational risk assessments undertaken and updated on a regular basis. 
 
Threat Management 
 
The Threat Management policy provides the foundation for the development of a risk 
management culture within the Constabulary and includes the maintenance of a Threat 
Register. 
 
Insurance/Self Insurance 
 
Part of the approach to risk management involves the purchasing of insurance cover to 
protect assets and liabilities where it is either required or is cost effective to do so. 
It is sometimes more cost-effective for the Authority to self-insure some elements of the 
overall insurance package, especially where external insurance costs are high.   The 
Authority maintains an Insurance Provision, which is reviewed annually, to help meet 
claims. 
 
Health and Safety 
 
The Police Authority and Force are committed to the health, safety and well-being of all 
staff, other persons and visitors. 
 
A range of supporting policies and arrangements are in place to ensure that adequate 
safety controls meet Force health and safety standards or legislative requirements and 
best practice.    
 
Corporate Governance Arrangements 
 
The Authority has adopted the CIPFA/SOLACE framework to assess the adequacy of its 
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corporate governance arrangements.    
 
Code of Conduct 
 
The Authority’s members have adopted the Standards Board Model Code of Conduct to 
guide their behaviour in the conduct of the Authority’s business and to promote high 
standards of ethical behaviour.   Police officers and staff are subject to policies and 
procedures covering discipline, grievance and standards of conduct. 
 
Fraud and Corruption 
 
The Authority and Force have agreed an anti-fraud and corruption policy and have 
whistle-blowing arrangements in place together with a formal protocol between the two 
parties on the reporting and investigation of financial irregularities.  
 
Professional Standards Committee 
 
The Committee is established to oversee the Constabulary’s complaints process and 
operation of the Professional Standards Department. 
 
Audit and Standards Committee 
 
Established to oversee the operation and implementation of recommendations of the 
internal and external audit providers. 
 
Overall there is a requirement to ensure compliance with established policies, procedures, 
laws and regulations through internal and external audit, internal and external reviews, 
policy review and performance management.   Issues arising from the Bichard report in 
relation to IMPACT and information sharing, vulnerable people and vetting and disclosure 
also need to be addressed within the framework arrangements as well as the need for 
continuous improvement in the way business is conducted. 
 
Monitoring Officer 
 
The Authority has a designated monitoring officer who has a statutory duty to highlight any 
proposals, decisions or omissions by the Authority which constitute, have given rise to, or 
are likely to give rise to either a breach of the law, a breach of a statutory code, or which 
constitute maladministration or injustice. 
 
The monitoring officer is the proper officer for the purposes of ensuring that executive 
decisions, together with the reasons for those decisions and relevant officer reports and 
background papers, are made publicly available. 
 
4.  REVIEW OF EFFECTIVENESS 
 
The Authority has responsibility for conducting, at least annually, a review of the 
effectiveness of the system of internal control.  The review of the effectiveness of the 
system of internal control is informed by the work of the internal auditors and the executive 
managers within the authority and the Constabulary who have responsibility for the 
development and maintenance of the internal control environment, and also by comments 
made by the external auditors and other review agencies and inspectorates in their annual 
audit letter and other reports.     
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The processes that have been applied in maintaining and reviewing the effectiveness of 
the system of internal control are as follows: 
 
Police Authority 
 
The Police Authority approves the annual revenue budget, three year capital programme, 
and the Local Policing Plan each year.   Regular monitoring of progress against these 
plans and strategies is carried out by the appropriate committees, primarily based on 
reports by the Chief Constable.    
 
The Authority has undertaken a review of all its activities using the Association of Police 
Authorities’ self assessment framework.   From this a three year corporate plan has been 
developed which provides a SWOT analysis of the Authority’s current position and a 
series of three year developmental objectives.   
 
The Authority, through the Audit and Standards Committee, reviews the effectiveness of 
the system of internal audit.   It has also considered the assurances that have been 
obtained over the operation of key controls, in particular from the work of the internal audit 
provider.   Action plans are drawn up to address the control issues identified and a follow 
up audit review is conducted annually. 
 
In devising the annual plan for internal audit for 2007/8 the Authority has reviewed the 
state of internal control and associated risks to its business as they currently stand.    
 
Although the responsibility for maintaining and reviewing the systems of internal control 
rests with the Authority, it takes significant assurance from the work of internal audit.   In 
fulfilling this responsibility, each year it receives an opinion on the overall adequacy and 
effectiveness of the Authority’s internal control environment, which provides any details of 
weaknesses particularly relevant to the preparation of the Statement of Internal Control.    
 
The report for 2006/07 affirmed that an adequate level of internal control had been 
maintained in 2006/7.   This maintains the level reported in the 2005/6 annual report. 
 
The external auditor’s annual audit letter for 2005/6 gave an unqualified opinion on the 
Authority’s accounts for the year and recorded that they had not identified any significant 
weaknesses in the overall control framework. 
 
Constabulary 
 
The Constabulary reviews the effectiveness of systems of internal control through internal 
and external audit and inspection reports, policy review, the work of the Audit and 
Inspection Commissioning Group, the National Intelligence Model and through robust 
arrangements for performance review throughout divisions and departments.  
 
Her Majesty’s Inspector of Constabulary 
 
The operations of the Police Authority and Constabulary are also periodically inspected by 
Her Majesty’s Inspector of Constabulary, most notably in the recently developed “baseline 
assessment” exercise, which was highly complimentary about the policing service 
provided in Lancashire. 
 
Matters arising from all these review activities are reported to the appropriate Committees 
of the Authority, including the Audit and Standards Committee and action is put in place to 
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deal with them. 
 
Audit Commission – Police Use of Resources Evaluation (PURE) 
 
The Audit Commission will produce, as part of the statutory audit, an annual use of 
resources (UoR) judgement for the Force and Authority.   HMIC will rely on this judgement 
and incorporate it into their baseline assessment. 
The Force assessment for 2005/6, based on a scale 1-4, was a 3 grade, “consistently 
above minimum requirements – performing well”.  
 
5.  SIGNIFICANT INTERNAL CONTROL ISSUES 
 
On the basis of the review of the sources of assurance set out in this statement, we are 
satisfied that Lancashire Police Authority has in place a satisfactory system of internal 
control which facilitates the effective exercise of its functions and which includes 
arrangements for the management of risk. 
 
As part of our review, we are required to identify and disclose any significant internal 
control issues; no such significant control issues have been identified. 
However, the system of internal control must be subject to continuous review to ensure 
that it continues to meet the needs of the Authority and to operate effectively.   

 
Signed: 
 
 
 
 
M T  Doherty 
Chairman, Lancashire Police Authority 
 
 
 
 
M Carruthers-Watt 
Chief Executive, Lancashire Police Authority  
 
 
 
 
S  Finnigan 
Chief Constable, Lancashire Constabulary 
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ITEM 8 
LANCASHIRE POLICE AUTHORITY  
AUDIT AND STANDARDS COMMITTEE 
4TH JUNE 2007 
 
PART I 
 
ANNUAL INTERNAL AUDIT REPORT 2006/07 
(Appendix A refers)  
 
Issue for consideration 
 
The Annual Internal Audit Report for the period from 1 April 2006 to 31 March 2007. 
 
Information 
 
A copy of the annual report, as presented to the Chief Executive to the Police Authority, is 
attached at Appendix A.   
 
Overall, an adequate level of internal control has been maintained in 2006/07.  This is 
consistent with that reported in the 2005/06 Annual Report. 
 
Decision Required 
 
The Committee is asked to note the report. 
 
Background Papers 
 
Nil. 
 
Report Originator 
 
Mrs R Tanner – Principal Auditor, Internal Audit. 
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1 Purpose of this report 
 
1.1 Internal Audit is an assurance function that primarily provides an 

independent and objective opinion on the adequacy of the organisation’s 
control environment.  The CIPFA Code of Practice for Internal Audit in 
Local Government in the United Kingdom 2006 requires the Head of 
Internal Audit to provide a written report to those charged with 
governance, timed to support the statement on internal control, which 
includes an opinion on the overall adequacy and effectiveness of the 
organisation’s control environment.  This report presents my opinion 
based upon the work we have performed. 

 
1.2 This report covers the period 1 April 2006 to 31 March 2007. 
 

Acknowledgements 
 
1.3 The audit service is grateful for the assistance that has been provided by 

all the Police Authority and Constabulary staff contacted in the course of 
our work. 

 
2 Overall Opinion 
 
2.1 Based on the work completed during the year, in my opinion, the overall 

internal control environment for 2006/07 is adequately designed and 
effectively operated. 

 
 

Key issues and themes arising during the period 
 
Core Financial Systems 

 
2.2 This year has seen a continuation of the approach adopted in 2005/06 

towards core financial systems.  This approach is a result of our joint 
working arrangements with the Audit Commission, who are required by 
the International Standards on Auditing (ISAs) to review and undertake 
detailed substantive testing of the core financial systems relevant to the 
Authority’s financial reporting.  Under these arrangements the Audit 
Commission have identified these core financial systems and place 
reliance on the work undertaken on them by internal audit.  We have 
worked closely with the Audit Commission in order to ensure that our 
work has been structured to comply with their requirements, and will 
continue to develop this approach in 2007/08. 

 
2.3 We are able to provide assurance that there is an adequate level of 

control within all the core financial systems reviewed this year. 
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Operational Reviews 
 
2.4 We have completed the procurement arrangements review as specified 

in the 2006/07 audit plan.  The plan also included a review of information 
management and a provision to undertake reviews of any additional 
areas identified during the year.  No additional areas were identified and 
it was agreed that this allocation of time would not be utilised.  Details of 
the operational reviews are outlined below. 

 
Procurement arrangements 
 

2.5 We reviewed the Constabulary’s current procurement arrangements in 
order to provide an opinion as to whether the controls in place were 
adequate and effective and whether the processes help to deliver cost 
effective and efficient services. 

 
2.6 We found the procurement arrangements to be adequate and operating 

effectively, and there were no significant issues arising from our work.  
However we made some recommendations to improve processes, 
including utilising the procurement database to perform e-tendering 
exercises in order to obtain improved value for money. 

  
Information management 
 

2.7 We met with the Constabulary’s Administration Manager in December 2006, in 
order to progress the information management review. The terms of reference 
for this review were completed in December 2006, with the intention to 
commence work in January 2007. 

2.8 At this time, the Constabulary were informed that a peer review of this area is 
to take place by IMPACT/MOPI1 co-ordinators in February 2007. As the peer 
review was covering much of the work internal audit intended to review, it was 
agreed with the Chief Executive of the Police Authority and the Constabulary’s 
Director of Resources that it was inappropriate for internal audit to carry out 
this review at this time. 

 
2.9 This review has been deferred to the 2007/08 internal audit plan, following the 

publication of the peer review. 
 

Other operational areas 
 

2.10 Although no additional operational areas were identified during 2006/07, 
a meeting was held with the Continuous Improvement Threat 
Management Group to identify areas which could be reviewed by internal 
audit.  As a result, we have held meetings with the Constabulary’s 

                                                           
1 IMPACT: Home Office programme designed to improve the way in which forces manage and share information 
  MOPI: Management of Police Information 
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Corporate Development section and plan to work with them in reviewing 
operational areas in 2007/08. 

 
Specific issues 

 
2.11 There are no specific issues arising from our audit work in 2006/07. 
 
2.12 In the 2005/06 annual audit report we identified that there was a need to 

improve the Service Level Agreements (SLAs) established by the 
Authority and Constabulary with Lancashire County Council, in respect of 
the core financial systems.  Due to the potential merger of Lancashire 
and Cumbria Police Forces we did not review these agreements in 
2006/07.  However, we will ensure that this issue is covered in the core 
financial reviews undertaken in 2007/08. 

 
Follow up work 

 
2.13 We carried out work to follow up the implementation of previous audit 

recommendations.  This covered the recommendations relating to nine 
Audits of corporate systems.  We found that key recommendations made 
in 2005/06 reports have been implemented. We will follow up the 
Partnerships review as part of the 2007/08 audit plan. 

 
Fraud/ special investigations 

 
2.14 A protocol exists between Internal Audit and the Constabulary's 

Professional Standards Department whereby the internal audit service is 
consulted regarding any potential financial irregularities that arise within 
the Constabulary during the year.  None were brought to our attention 
during 2006/07. 

 
Implications for the Statement of Internal Control 

 
2.15 The findings from the 2006/07 internal audit work did not identify any 

significant issues which would impact on the Authority’s 2006/07 
Statement on Internal Control.  

 
3 Internal audit work undertaken 

 
Internal audit plan 2006/07 
 

3.1 Work carried out during this period was in accordance with the plan presented 
at the Audit and Standards committee meeting in March 2006.  Details of the 
assurance provided, and key issues identified for each of the areas covered is 
set out in the ‘Summary of findings and assurance’ table which forms part of 
Section 5.  This shows that 211 days have been spent on delivering the Police 
Authority audit plan against the plan of 230 days. 
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3.2 Our work has included regular liaison with the Authority's external auditor and 
HMIC to discuss planned coverage and to ensure that any duplication of work 
is minimised. 

3.3 One area, relating to payroll, has been completed just after the end of the 
financial year, and we are still in discussion with managers to agree 
appropriate action with the grant arrangements review. These reports have 
therefore not yet been finalised but, where appropriate, have been included in 
the summary of our findings. 

3.4 Action plans have been agreed in respect of all finalised audit reports.  These 
set out the management responses to each of our recommendations, and 
indicate that positive action has been, or will be taken.  Implementation of 
these plans will be followed up as part of our 2007/08 work. 

 
Resource input 

3.5 The staff resource input for the financial year 2006/07 is as follows: 

Audit plan 
Days Target %  Actual %

Head of Internal Audit 6 3 3
Principal Auditor 28 12-20 13
Senior Auditor (including IT) 35 25-35 17
Audit team members (including IT) 143 50-55 67

Total 211  
 
3.6 We have broadly achieved the days quoted in the tender document for the time 

of the Head of Internal Audit, and the Principal Auditor.  However, there is an 
overall imbalance between the days spent between the Senior Auditors and 
the audit team members.  This split reflects the limited progress we have been 
able to make on operational reviews, which would involve more of the Senior 
Auditor’s time than the key financial system reviews. 

 
3.7 The average daily rate in 2006/07 was therefore £300, compared to that 

quoted in the tender document, £343. 
 
 

Internal audit plan 2007/08 
 
3.8 The plan for the coming year amounts to a total resource of 230 audit days.  

This reflects the approach agreed during the procurement and tendering 
process which appointed Lancashire Audit service as the Police Authority’s 
internal auditors for the period 2005/06 – 2007/08. 
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3.9 We will again operate a twin-track approach to your immediate audit needs for 
the year 2007/08.  We will assess your key internal financial controls, 
documenting the system to the standards now followed by the Audit 
Commission under the recently introduced International Standards on Auditing. 
We will respond to the implementation of Oracle Financials by developing 
appropriate computer assisted audit techniques, in addition to undertaking 
traditional systems-based audits, to assess the operation of controls over 
transactions. 

3.10 At the same time, we will closely align our work with your risk base.  To 
continue to develop our service towards the modern internal audit service that 
will provide the assurance you need over your systems of internal control we 
will work with the Constabulary’s Continuous Improvement and Threat 
Management Group to understand your risk base in relation to your operations, 
and the key controls in place to manage the risks to your objectives.  Further 
discussions are required with the Group to enable us to provide assurance 
over the key risks to your objectives in 2007/08. 

3.11 The internal audit plan for 2007/08 was agreed with the Chief Executive to the 
Authority and the Constabulary's Director of Resources in March.  The details 
were presented to the March meeting of the Audit and Standards Committee 
for information.  Meetings will be held with the Authority's Chief Executive and 
Constabulary's Director of Resources on a regular basis during 2007/08 to 
discuss the progress of the plan and any issues that may arise during the year 
which will impact on the audit coverage.  Progress against this plan will be 
reported to Committee on a regular basis throughout the year.  

4 Scope, responsibilities and assurance 
 
4.1 Details of the scope of our work, and management’s and internal audit’s 

responsibilities regarding systems of risk management and internal control are 
explained in Appendix 2.  This also sets out the basis of our assessment and 
limitations on the assurance that we can provide. 

 
Access to this report and responsibility to third parties 

4.2 We have prepared this report solely for Lancashire Police Authority.  As you 
are aware, this report forms part of a continuing dialogue between the Internal 
Audit Service, the Chief Executive, Audit and Standards Committee and 
management of the Authority and Constabulary.  It is not therefore intended to 
include every matter that came to our attention during each internal audit 
review. 

4.3 We acknowledge that this report may be made available to other parties, such 
as the external auditors.  We accept no responsibility to any third party who 
may receive this report for any reliance that they may place on it and, in 
particular, we expect the external auditors to determine for themselves the 
extent to which they choose to utilise our work. 
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5 Summary of findings 
 

Overall summary and assurance provided 

5.1 We have set out in the table on the following pages a brief summary of each 
review undertaken during the period and the areas to be covered in the 
remainder of the year.  This sets out the planned and actual days we have 
spent on each review, the variance between the days reported, and a summary 
of the assurance we have been able to provide in relation to each system or 
operational area of your business where work has been finalised.  The key 
issues identified encapsulate the significant issues and areas where key 
recommendations were made.  They reflect the findings at the time the work 
was carried out. 

5.2 We have distilled the assurance into an assessment of the adequacy of each 
system, and its effectiveness in operation. 

5.3 System adequacy:  We have defined a system as adequate if its design 
enables it to achieve its core control objectives which, if operating as intended, 
serve to manage its inherent risks. 

5.4 System effectiveness:  We have defined a system as operating effectively if, 
after testing or other supporting evidence has been found, it is operating as 
intended. 
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Summary of our findings and assurance 

Review area Audit days Assurance Key issues/ comments 

 Planned Actual Variation Adequacy Effectiveness  

Core financial systems  

  Insurance 15 14 (1) 

The controls and procedures 
operated in respect of insurance 
arrangements are adequately 
designed and effectively 
operated. 

 

  Banking/treasury 
management  

10 9 (1) 

The controls are adequately 
designed and effectively 
operated. 

 

  Creditors 15 15 - 
The controls are adequately 
designed and effectively 
operated. 

As well as documenting and testing the system, 
time was also used to give advice regarding the 
implementation of Oracle Financials. 

  Debtors 10 16 6 
The controls are adequately 
designed and effectively 
operated, although some areas 
were identified where controls 
could be strengthened. 

Access permissions could be strengthened, for 
example by restricting the rights to cancel 
invoices to designated individuals. 

 

  Expenses 10 11 1 

The controls are adequately 
designed and effectively 
operated. 
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Review area Audit days Assurance Key issues/ comments 

 Planned Actual Variation Adequacy Effectiveness  

  General ledger 10 12 2 
The controls are adequately 
designed and effectively 
operated. 

 

  Payroll 20 28 8 
The controls are adequately 
designed and effectively 
operated. 

A draft report was issued in May 2007 and 
recommendations made to address a number of 
issues. 

  Pensions 10 10 - 
The controls are adequately 
designed and effectively 
operated. 

 

Grant arrangements 20 9 (11) - - The fieldwork for this review has been 
completed.  Closure discussions will be held with 
management imminently before a draft report is 
issued. 

Operational reviews 

  Procurement 
arrangements 

20 28 8 
The controls are adequately 
designed and effectively 
operated. 

This review has considered the Constabulary’s 
procurement policies and procedures, its key 
points of procurement and its various methods of 
procurement.   

Information 
management 
(Bichard review) 

20 6 (14) - - In agreement with the Chief Executive and the 
Director of Resources this review has been 
deferred to the 2007/08 plan. 

Additional operational 
areas 

15 0 (15) Not applicable No additional areas were identified and it was 
agreed that no work would take place as part of 
this year’s plan. 
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Review area Audit days Assurance Key issues/ comments 

 Planned Actual Variation Adequacy Effectiveness  

Specialist areas 

General Computer 
Controls 

10 11 1 - - This mainly involved work undertaken on 
applying computer audit assisted techniques to 
support audit reviews of the key financial 
systems.  In addition, work was started to follow 
up audit reviews of the Authority and 
Constabulary websites undertaken in 2005/06. 
However, due to the introduction of new 
websites, this will be followed up in 2007/08. 

Other areas 

Follow up reviews 10 3 (7) - - We followed up of 2005/06 audits to determine 
whether key recommendations had been 
implemented. There were no issues arising from 
this work. 

Attendance at 
meetings and liaison 

10 8 (2) - - This time covers attendance at Audit Committee 
as well as quarterly up date meetings with the 
Chief Executive and Director of Resources. 

Central reporting 
(annual and periodic 
progress) 

5 10 5 - - This allocation covers the time required for the 
Committee reporting process as well as 
preparing the monitoring reports for the quarterly 
meetings with the Chief Executive and Director 
of Resources. 

General management 
activities 

5 14 9 - - This relates to the day to day management of 
the Police Authority audit plan.  
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Review area Audit days Assurance Key issues/ comments 

 Planned Actual Variation Adequacy Effectiveness  

Liaison with Audit 
Commission and 
HMIC 

5 4 (1) - - This relates to quarterly liaison meetings with the 
Audit Commission, and joint meetings with other 
assurance providers twice yearly. 

Contingency 10 3 (7) - - This allocation covers ad hoc advice and 
assistance to the Police Authority and 
Constabulary.  Time to date relates to advice 
regarding the Statement on Internal Control, and 
the CIPFA/SOLACE consultation document. 

Total Days 230 211 (29)   
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 Scope, responsibilities and assurance 

Approach 

1 In accordance with the CIPFA Code of Audit Practice, the scope of internal audit 
encompasses all of the Authority’s operations, resources and services including 
where they are provided by the Constabulary and other organisations on their 
behalf. 

Responsibilities of management and internal auditors 

2 It is management’s responsibility to maintain systems of risk management, internal 
control and governance.  Internal audit is an element of the internal control 
framework assisting management in the effective discharge of its responsibilities 
and functions by examining and evaluating controls.  Internal auditors cannot 
therefore be held responsible for internal control failures. 

3 However, we have planned our work so that we have a reasonable expectation of 
detecting significant control weaknesses.  We have reported all such weaknesses to 
you as they have become known to us, without undue delay, and have worked with 
you to develop proposals for remedial action. 

4 Internal audit procedures alone do not guarantee that fraud will be detected.  
Accordingly, our examinations as internal auditors should not be relied upon solely 
to disclose fraud or other irregularities which may exist, unless we are requested to 
carry out a special investigation for such activities in a particular area. 

5 Internal audit’s role includes assessing the adequacy of the risk management 
processes, key internal control systems and corporate governance arrangements 
put in place by management and performing testing on a sample of transactions to 
ensure those controls were operating for the period under review. 

Basis of our assessment 

6 Our opinion on the adequacy of control arrangements is based upon the result of 
internal audit reviews undertaken and completed during the period in accordance 
with the plan approved by the Audit Committee.  We have obtained sufficient, 
reliable and relevant evidence to support the recommendations that we have made. 

Limitations to the scope of our work 

7 No limitations have been placed on the scope or extent of the work we carried out 
during the year by the Authority or Constabulary. 
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Limitations on the assurance that internal audit can provide 

8 There are inherent limitations as to what can be achieved by internal control and 
consequently limitations to the conclusions that can be drawn from our work as 
internal auditors.  These limitations include the possibility of faulty judgement in 
decision making, of breakdowns because of human error, of control activities being 
circumvented by the collusion of two or more people and of management overriding 
controls.  Also there is no certainty that internal controls will continue to operate 
effectively in future periods or that the controls will be adequate to mitigate all 
significant risks which may arise in future.   

9 Decisions made in designing internal controls inevitably involve the acceptance of 
some degree of risk.  As the outcome of the operation of internal controls cannot be 
predicted with absolute assurance any assessment of internal control is judgmental. 
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Lancashire Police Authority 

Introduction and Background 
1 The objective of this paper is to provide an up-to-date position statement setting 

out the progress of your external audit for the period covered by the 2006/2007 
audit plan in line with the Code of Audit Practice. 

2 We comply with the statutory requirements governing our audit work, in particular: 

• the Audit Commission Act 1998; and 
• the Code of Audit Practice (the Code) 

3 The Code defines auditors’ responsibilities in relation to: 

• the financial statements of audited bodies; and 
• audited bodies’ arrangements for securing economy, efficiency and 

effectiveness in their use of resources 

Summary 
4 The key issues arising from this report are: 

• Financial statements - review of Internal Audit is complete and there are no 
significant issues to report at this stage.  We have reviewed key pieces of 
work undertaken and completed by Internal Audit during 2006/07 and based 
on this review our overall conclusion is that the work of Internal Audit is 
sufficiently robust for us to rely on for our opinion purposes. 

• Work is ongoing in respect of your material financial systems and 
arrangements you have put in place to implement the new pension 
requirements.  Again there are no issues to report at this stage. 

• Data quality work is complete and our overall conclusion is that corporate 
arrangements for data quality are good and there has been an improvement 
in the management arrangements for crime and incident data.   

• Our work around the Use of Resources judgement is currently ongoing and 
there are no issues to report at this stage. 
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Lancashire Police Authority 

Introduction and Background 
1 The objective of this paper is to provide an up-to-date position statement setting 

out the progress of your external audit for the period covered by the 2006/2007 
audit plan in line with the Code of Audit Practice. 

2 We comply with the statutory requirements governing our audit work, in particular: 

• the Audit Commission Act 1998; and 
• the Code of Audit Practice (the Code) 

3 The Code defines auditors’ responsibilities in relation to: 

• the financial statements of audited bodies; and 
• audited bodies’ arrangements for securing economy, efficiency and 

effectiveness in their use of resources 

Summary 
4 The key issues arising from this report are: 

• Financial statements - review of Internal Audit is complete and there are no 
significant issues to report at this stage.  We have reviewed key pieces of 
work undertaken and completed by Internal Audit during 2006/07 and based 
on this review our overall conclusion is that the work of Internal Audit is 
sufficiently robust for us to rely on for our opinion purposes. 

• Work is ongoing in respect of your material financial systems and 
arrangements you have put in place to implement the new pension 
requirements.  Again there are no issues to report at this stage. 

• Data quality work is complete and our overall conclusion is that corporate 
arrangements for data quality are good and there has been an improvement 
in the management arrangements for crime and incident data.   

• Our work around the Use of Resources judgement is currently ongoing and 
there are no issues to report at this stage. 
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The Audit Commission is an independent body responsible for ensuring
that public money is spent economically, efficiently and effectively, to
achieve high-quality local services for the public. Our remit covers
around 11,000 bodies in England, which between them spend more
than £180 billion of public money each year. Our work covers local
government, health, housing, community safety and fire and rescue
services.
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1
Purpose of assessing police use of
resources

1 At a time of limited growth in budgets for police services and demands placed on the
service at an all time high, it is more important than ever that police authorities and forces
use their resources effectively. 

2 Nationally more than £11 billion of central government funding went into policing in
2006/07, up £4.2 billion or 65 per cent in cash terms in the last eight years. The increase
in funding places an onus on police authorities and forces to assess effectiveness in use
of resources and whether this investment has resulted in value for money outcomes for
local people.

3 Although levels of crime have been falling since 1995 and there has been significant
investment in police officer and staff numbers, it is unclear whether this has resulted in
value for money outcomes for local people. Our recent report Neighbourhood Crime and
Anti-social Behaviour – Making Places Safer Through Improved Local Reporting (Ref. 1)
highlighted that many community safety partnerships could not assess whether their
activities represented good value for money. We identified the need for improvements in
performance management and data capturing systems to enable police authorities,
forces and local partners to understand local issues better and to deploy scarce
resources effectively.

4 Delivering effective use of resources is essential for all local services. For police authorities
and forces, how well resources are used contributes directly to delivering safer
communities. The current external environment and the police reform and modernisation
agenda provides authorities and forces with a range of challenges including:

• developing proposals for greater collaborative and partnership working,
modernisation of the workforce and moving towards effective delivery of combined
shared services;

• a changing pattern of police funding with no growth budgets anticipated for the next
three years;

• tackling national threats, such as serious and organised crime plus counter-terrorism,
while delivering neighbourhood policing to all local areas;
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• working with local partners, for example through local area agreements, to shape
communities and improve local services and quality of life; and 

• delivering local priorities with partners through crime and disorder reduction
partnerships.

Role of auditors
5 The Code of Audit Practice (Ref. 2), issued by the Audit Commission in England, and the

Code of Audit and Inspection Practice (Ref. 3), issued by the Auditor General for Wales,
(the Codes) require auditors to review and report on whether police authorities have made
proper arrangements for securing economy, efficiency and effectiveness in their use of
resources. The scope of auditors’ work covers not only the audit of financial statements,
but also aspects of corporate governance. This requires sound knowledge and
understanding of the activities of police authorities. 

6 In reaching their conclusions under the Codes, auditors are required to consider criteria
which relate to police authorities’ arrangements for:

• establishing and monitoring of achievement of strategic and operational objectives; 

• policy and decision-making processes; 

• ensuring services meet the needs of users and taxpayers; 

• engaging with the wider community; 

• managing its finances, including the extent to which the medium-term financial
strategy (MTFS) is linked to the delivery of strategic priorities; the matching of
spending to available resources; and monitoring performance against budgets; 

• ensuring compliance with policies, procedures, laws and regulations; 

• managing operational and financial risks, including those arising from involvement in
partnerships and joint working; 

• performance management, including data quality; and

• ensuring standards of financial conduct, preventing and detecting fraud and
corruption. 
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3
Performance by each of the police
use of resources themes
Financial reporting

21 The financial statements and local policing plans are the main vehicles for police
authorities to demonstrate their accountability to taxpayers and local people for the
stewardship and use of public money. Our assessment of financial reporting considered,
in particular:

• the systems and processes put in place by police authorities and forces for producing
financial statements; 

• arrangements put in place by police authorities and forces to report on financial
performance to taxpayers and local people; and

• the outcomes from the audit of police authorities’ financial statements for 2005/06, in
particular the auditor’s opinion on the accounts and any matters reported to police
authority members as a result of the audit of financial statements.

22 Figure 2 provides a summary of the auditor scores across each of the KLOE areas. 

23 Financial reporting is an area of strong performance for police authorities and forces.
Good standards of financial reporting are in place. The sharing of best practice should be
easiest in this area as there are strongly performing authorities as well as clear
professional expectations.

24 Overall 95 per cent of police authorities are performing adequately or more than
adequately for financial reporting. Twelve per cent of police authorities are performing well
above minimum requirements and only 5 per cent are not meeting minimum
requirements.

25 Seventy-four per cent of police authorities are performing well or strongly in producing
financial statements. Police authorities are consistently promoting external accountability,
with 98 per cent performing adequately or better in this area. However, of these only 15
authorities are performing consistently above minimum requirements and there are no
authorities performing strongly. 
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Figure 2
KLOE theme scores – financial reporting

Source: Audit Commission and Wales Audit Office 

26 Police authorities and forces that performed well or strongly in this area were able to
demonstrate:

• that only minor errors were included in the accounts provided for audit and the quality
of working papers made available was in line with best practice, including
explanations for significant differences in areas of accounts and interpretation of
balances (Case study 1); 

• a proactive approach to the preparation of the financial statements throughout the
financial year, including timely and comprehensive closedown plans and action plans
to address prior year issues (Case studies 2 and 3); and 

��

���

���

���

���

����
�����������
���
���������
������

��
��
�


�	�
��
	�
��
�	
��
�	�
��

��
��
��
���
��	
��
�	
��
� 
���
	���
��
 ��



� 
 �
��
���
�	
��
�	
��
!�
���
��

��
��
��
�"
��
��#

$�
�	�
��
��
���
�	!
��
��
 �
�	�
��
��



� 
 �
��
��	
��	
� 
 �
��
��
 �
	�
���

��

��
��
�	�
��
��
��
��
	��
�	
��"
��
�%

��
&

��
!!
��
��
�	
%�
	 �
"
!�
��
��
���
�

��
�'
���
	!
�!
��
�

$�
�	�
��
��
���
�	!
��
"
��
��

�(
��
��
�
	
� 
 �
��
��
%�

���

	
���
	�			 	
���
	�
	
���
	�			 	
���
	�

Police use of resources 2005/06 | Performance by each of the police use of resources themes12



• training and reporting to members enabled a thorough understanding of the financial
statements, resulting in robust scrutiny and challenge prior to the approval of
accounts for audit. 

27 Police authorities and forces have opportunities to strengthen arrangements for financial
reporting. The most common areas identified for improvement were: 

• consulting with a diverse range of stakeholders to establish what information they
would like to receive and the format in which they receive it; 

• publishing timely and relevant summary financial information which supports the
needs of a diverse range of stakeholders; and

• to develop tools and reporting information to members which provide interpretation of
the accounts, highlight key issues and which enables robust scrutiny prior to approval. 

Case study 1
Financial reporting – Hertfordshire Police Authority
Involvement and ownership by members
Ensuring member engagement, understanding and robust scrutiny in relation to the
financial statements presents a challenge for all police authorities. Hertfordshire
Police Authority addressed this issue in June 2006 through the production and
presentation by officers of a comprehensive and focused report to members of the
audit working group on the draft financial statements, which:

• explained significant variances to all primary statements and notes; 

• emphasised changes in accounts processes and their impact on financial
statements;

• outlined changes to accounting policies with reasons, stating the implications for
the financial statements; and

• outlined the implications of accounting issues on the future financial position of the
Authority, with planned actions.

These reports were also supported by specific member awareness and training on
financial statements and briefing sessions organised by officers of the Authority and
Force for the chairman of the Audit Working Group. By investing in training and
awareness on the importance of accurate and reliable financial reporting, the draft
financial statements received extremely robust scrutiny, challenge and sound
understanding by all members of the audit working group prior to approval. 
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Case study 2
Financial reporting – Thames Valley Police Authority
Early closure of accounts
The challenges of earlier accounts closedown requires all police authorities to be
proactive in ensuring their accounts are accurate and reliable, and free from material
error. This is an ongoing rather than annual process. Thames Valley Police Authority
has a good track record in this area, as a result of: 

• officers taking a proactive approach to highlighting issues relevant to the financial
statements throughout the year; 

• having a well developed and comprehensive closedown process; 

• providing auditable accounts and working papers which are made available to the
auditor in helpful formats with links to other financial systems; and

• ensuring appropriately knowledgeable and skilled staff are available to respond to
auditor queries. 

This good practice has resulted in the audited accounts containing only minor errors
so the Authority was prepared to address the challenges of the earlier closedown
timetable.

Case study 3
Financial Reporting – Sussex Police Authority
Delivering improvement
In response to a number of issues arising in the auditor’s report to those charged with
governance in 2003/04, the Authority and Force have made significant improvements
in the processes for financial reporting. This was achieved by the Force developing a
comprehensive two-year plan with the aim of improving the quality of financial
statements presented for audit and to meet the earlier closedown timetable. Specific
actions included:

• a period nine closedown of accounts as a trial run for year-end production of
financial statements; 

• addressing long-standing asset management issues; and

• introducing a quality assurance process prior to submission of accounts for audit
involving senior management review. 
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The Force developed and implemented the two-year plan and has been accountable
to the Authority Corporate Governance Committee. These arrangements have
resulted in a high standard of financial statements and working papers, resulting in
only minor and trivial amendments following audit.

Financial management
28 Strong financial management will help police authorities and forces to address the

challenges faced by police modernisation and reform. Future prospects on funding for
police services places a greater onus on police authorities and forces to review all aspects
of their financial planning and management. 

29 Auditors’ assessments considered the robustness of arrangements to plan and manage
finances, in particular reviewing:

• whether the medium-term financial plans, budgets and capital programmes are
designed to achieve the strategic aims and objectives of police authorities and forces; 

• arrangements in place for police authorities and forces to manage budgets; and 

• management of the asset base, from a strategic perspective and specifically on
information, management and technology (IM&T), estates and fleet management. 

30 Figure 3 summarises the auditor scores by KLOE area. 

31 Ninety-eight per cent of police authorities were assessed as having financial management
arrangements that met, or were above, minimum requirements. The assessments for
police authority’s arrangements the medium-term financial strategy (MTFS) and their
performance for managing against budgets were broadly similar. 

32 The weakest performing area related to how well the police authority and force managed
their asset base and their IM&T service. Five police authorities were not meeting minimum
requirements in this area, and a further 44 per cent were at minimum requirements. 
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Figure 3
KLOE theme scores – financial management

Source: Audit Commission and Wales Audit Office

33 Police authorities and forces that performed well or strongly in this area were able to
demonstrate that:

• a robust MTFS is in place which aligns with strategic priorities, national and local
priorities, risk management, capital and efficiency programmes (Case study 4); 

• high quality and timely financial monitoring information is made available in a wide
variety of formats to meet the diverse needs of users (Case study 5); 

• all stakeholders have been consulted and communicated on the financial plans of the
police authority and force (Case study 6); 

��

���

���

���

���

����
	
���
	�			 	
���
	�
	
���
	�			 	
���
	�

�����������
���
���������
������

��
��
�


�	�
��
	�
�


	�
��
�	�
��

��
��
��
���
	��
�	
��
� 
�	!

��
	��
�

"
��
��
�	�
��	
���
��
 �
�#

$�
�	�
��
��
���
���
	"
��
��"

)��
�"

���
��
 ��

	�
���
��
��
&	%
��
��
��	
��
�

 �
!��
�
	
!�
��
��
"
"
�	�
��
	��
��
�
�

%�
��
�	
��
�	
��
���
��
�	
��
	�
�
�
��
�

���
	��
��
��
�� 
	!
���
���
���

$�
�	�
��
��
���
�	�
��
	��
� 
�	"

��
��
�

��
���
	��
��
�	%
��
�	*
�� 

��
���
	��
���

��
��
��
	��
�	
��
�� 

�	
�
�
��
+	�
��
	��
���

,-
.$
	��
���
 �

$�
�	�
��
��
���
�	�
��
	��
� 
�	"

��
��
�

!�
���
�"
��
 �
	��
���
��	
%�
��
��
�

Police use of resources 2005/06 | Performance by each of the police use of resources themes16



• members and officers of the authority have timely and accurate reporting tools to
assist in scrutiny over the MTFS, financial planning and on the overall financial and
performance framework for the police authority and force; and

• the authority and force have strong performance management arrangements to
review the corporate asset base and the viability of future capital programmes
(Case study 7). 

34 Conversely, police authorities and forces that performed less well typically needed to
address the following weaknesses:

• the MTFS is not specifically linked to strategic objectives, taking account of both local
and national improvement priorities; 

• the MTFS is not linked to other internal strategies and plans and does not sufficiently
project plans over at least a three-year period; 

• activity analysis is not being routinely used in setting financial plans and budget
monitoring; 

• the financial implications from partnership working are not being routinely considered
in the MTFS and financial plans; 

• the authority does not have sufficient information to performance manage the asset
base and ensure the capital programme reflects financial and strategic priorities; and

• the absence of key controls such as an up-to-date scheme of delegation, procedure
notes and interface between the budget and financial ledger which is resulting in less
timely and accurate financial monitoring reports to members. 

Case study 4
Financial Management – Kent Police Authority
Medium-term financial strategy

Developing medium-term financial plans and budgets, which involve all stakeholders
and align with strategic and service planning priorities of a police authority and force,
is essential in a complex and changing environment for police services. Kent Police
Authority is well placed to address these issues by:

• modelling key resource requirements over a three-year period supported by clearly
stated assumptions, scenarios and risk analysis which are presented to the Audit
and Finance Committee; 
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• establishing a budget forum group within the Authority that enables appropriate
challenge and scrutiny of medium-term plans and budgets to ensure plans
address strategic objectives and preserve the financial position of the Authority;
and 

• developing a five-year capital strategy and programme that models the revenue
implications of planned schemes and integrates them into the MTFS and annual
budgets. 

These effective arrangements link corporate business planning to financial planning
and management in the medium term. They create ongoing and robust financial
projections and risk assessments which are used to assess the effect of revenue and
capital schemes on the financial standing of the Authority. 

Case study 5
Financial Management – Sussex Police Authority
Providing management information

Providing timely, accurate, reliable and understandable financial information to
different stakeholders is vital to enable sound decisions to be made by the Authority
and Force. Sussex Police Authority has well established methods to provide
information which meets the needs of different users, including:

• clear formal budget monitoring reports for members and senior managers with
particular emphasis on risk areas such as overtime and sickness absence;

• standardised budget monitoring reports for basic command unit finance managers
with regular liaison meetings between finance managers and the central finance
function to ensure that information needs are addressed; and

• a programme of training to provide budgetholders with the skills to interrogate the
Authority’s real time finance system and so develop their own locally tailored
budget monitoring reports.

The strength of financial information systems and the quality of financial monitoring
reports have ensured that the Authority and Force manage their performance against
budget effectively, taking timely corrective action where necessary.

Police use of resources 2005/06 | Performance by each of the police use of resources themes18



Case study 6
Financial Management – Durham Police Authority
Stakeholder involvement 

Addressing stakeholder requirements while allocating resources to priority areas
remains a complex balancing act for police authorities and forces. Durham Police
Authority is proactive in striking this balance using ‘decision conferencing’ to involve
all partners and stakeholders. This method ensures spending decisions align with the
strategic aims and priorities of the Authority and Force. As a result there is a track
record within the Authority and Force of meeting growth targets and savings
proposals while also reallocating resources away from non-priority areas.

Case study 7
Financial Management – Norfolk Police Authority
Asset management

Measuring the effectiveness in the use of assets requires strong accountability and
performance management frameworks within the police authority and force. Norfolk
Police Authority has used its Property and ICT Committee to scrutinise the Force’s
management of its asset base using information provided by the Force’s Performance
Management Group. 

The Force also uses comprehensive management arrangements to monitor and
report performance to members and senior management including the use of local
performance measures, benchmarking and user surveys.

The Authority and Force have been able to demonstrate that the overall management
arrangements of its asset base have contributed to improved operational
performance and achievement of policing objectives, in particular the provision of
facilities which are fit for purpose.

Financial standing
35 Safeguarding the financial position of a police authority and force is critical in order to

meet national and local priorities, while at the same time responding to the unplanned and
unforeseen events common to police services. 
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36 Police authorities and forces are best able to safeguard financial standing by setting and
keeping under review target levels of general balances and reserves. This involves
exploring options on future levels of income and expenditure with members and officers,
and developing indicators and tools to monitor their financial position on an ongoing
basis. 

37 Auditors assessed the robustness of arrangements in place at police authorities and
forces to safeguard finances and the financial position in the medium term. 

38 Figure 4 provides a summary of the auditor scores by KLOE area. 

Figure 4
KLOE theme scores – financial standing

Source: Audit Commission and Wales Audit Office 

39 Financial standing is one the highest scoring areas of the PURE review. Thirty-seven
police authorities (86 per cent) are performing well or strongly. The remaining six police
authorities are meeting minimum requirements. There are no police authorities assessed
as not meeting minimum requirements.

40 Police authorities and forces were found to have a track record of successfully managing
their financial position and are in a good position to plan and address the challenges
faced by police reform, in particular the limited growth budgets proposed by the
comprehensive spending review. The majority of police authorities and forces have good
arrangements for: 
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• setting a policy on level of earmarked reserves and general working balances which is
risk assessed, linked to the MTFS and strategic priorities; 

• monitoring and taking corrective action on performance against target levels of
reserve and balances throughout the financial year; 

• consistently managing financial performance within budgets; 

• ensuring the overall financial and performance framework has in-built targets and
reporting tools to officers and members; and

• considering the opportunity cost of holding excessive reserves and balances, linked to
strategic objectives.

41 Police authorities and forces should maintain the strong arrangements in place if they are
to respond to the challenges of police modernisation. Police authorities and forces can
improve further by: 

• developing financial health indicators so that members and officers can routinely
monitor the financial position and can take more informed decisions on future levels of
reserves and balances; 

• providing greater linkages to all internal plans and strategies in setting and reviewing
levels of reserves and balances; and

• continuously reviewing and assessing the nature of reserves and balances so that
these address the strategic priorities of the police authority and force. 

Internal control
42 Maintaining a sound system of internal control has increased in importance in recent

years across the public sector. All public bodies have invested resources to enhance the
systems and processes for promoting and ensuring probity and propriety in the conduct
of their business; for managing significant business risks; and to develop reporting and
scrutiny arrangements on outcomes. 

43 For police authorities and forces, specific developments have been made to improve the
framework for providing members and officers with assurances on adequacy of internal
control throughout the year. In addition, the role and importance of audit committees has
been enhanced, strengthening scrutiny of reporting and reviewing of systems of internal
control. This specifically includes consideration of the arrangements for preparing and
reporting the statement of internal control (SIC) which supports the financial statements. 
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44 Increasing partnership and collaborative working between police authorities and forces
also requires the internal control environment to be reviewed and updated. 

45 For 2005/06 PURE, auditors assessed whether the authority and force have
arrangements to:

• manage their significant business risks;

• maintain a sound system of internal control; and

• promote probity and propriety in the conduct of business, including the adoption of
codes of conduct for members and officers of the authority and force, and
arrangements to prevent and detect fraud and corruption.

46 Figure 5 provides a summary of the KLOE score by theme area. 

Figure 5
KLOE theme scores – internal control

Source: Audit Commission and Wales Audit Office 
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47 Internal control is the weakest scoring area of the review. Although we did not make a
distinction in scoring between authorities and their forces we did identify differences
between the performance of forces and police authorities within this theme. Forces had
well-established risk management strategies while police authorities are less well placed
in this important theme and need to develop a culture of risk management with officers
and members. 

48 Despite this, 98 per cent of police authorities were assessed as performing adequately or
more than adequately in this area. No police authority was assessed as performing
strongly. 

49 Thirty-three per cent of police authorities are performing consistently above minimum
standards in managing their significant business risks. Most police authorities (56 per
cent) are performing adequately, but there is a significant proportion (12 per cent)
performing inadequately and not meeting the minimum standard expected. Performance
on maintaining a sound system of internal control shows a similar picture, however there
are more police authorities performing well (44 per cent).

50 Authorities’ arrangements to promote and ensure probity and propriety in the conduct of
business were the aspects of internal control which were found to be performing best.
Fifty-six per cent (twenty-four) of police authorities are performing well and one police
authority has demonstrated strong performance. However there are three police
authorities performing below the minimum requirements.

51 We found that forces’ arrangements for internal control were well established, in
particular:

• risk management is strong, with risk registers, dedicated risk managers and strong
links to their assurance framework, SIC and internal strategies (Case study 8); 

• risk management is embedded throughout the force, where operational and front line
officers have received training in risk assessments; 

• partnership arrangements have been identified and mapped with a clear identification
of risks; 

• a sound framework is in place to provide members and officers with assurances on
the internal control environment and evidence in support of the SIC (Case study 9);

• officer codes of conduct are in place promoting high standards of professional
conduct which are highly publicised across the organisation (Case study 10); and
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• members and senior management have received training to raise awareness and
understanding of their responsibilities on risk management and scrutiny over the wider
internal control environment. 

52 While arrangements are performing well in the forces, police authorities need to improve
arrangements for managing internal control environment. The main areas of improvement
for police authorities are in: 

• developing a specific risk management policy or risk register for the authority so that
this is integral to corporate business planning;

• developing a culture of risk management across the authority and force outside of
core risk management groups; 

• appointing a risk sponsor on the police authority or command team; 

• providing training and guidance to officers and members who have the responsibility
for managing risk within their responsibilities;

• reviewing the constitution and effectiveness of audit committees so that there is strong
leadership by members in setting the agenda and holding management and auditors
to account; 

• monitoring compliance with policies and codes of conduct for officers and members;
and

• reviewing and updating how whistle blowing policies have been communicated
throughout the authority and force.

53 For police authorities and forces to perform strongly in this area, the following areas need
to be developed: 

• the authority should demonstrate corporate involvement in, and ownership of, the
process for preparing the SIC; 

• ensure that significant partnerships are included within the control environment and
agreements are reviewed, monitored and updated; and

• the audit committee should undertake a self-assessment; in accordance with
Chartered Institute of Public Finance and Accountancy guidance to determine
whether internal control responsibilities are being fully discharged and to identify
training needs for members and officers. 
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Case study 8
Internal Control – West Yorkshire Police Authority
Effective risk management

Effective risk management should be integral to the service and financial planning
strategies and objectives of any police authority and force. West Yorkshire Police have
good practice in embedding risk management arrangements into their corporate
business planning processes through: 

• an approved risk management strategy with a user-friendly policy statement and
supporting guidance, which is made available to staff at all levels;

• risk being managed through a dedicated risk and insurance department, risk
sponsors on the command team, risk champions and a risk management group
responsible for reviewing and updating the risk management strategy and risk
register;

• all new business cases for projects undergoing a risk assessment;

• authority members and officers with responsibility for business risk management
have received training, dedicated support and advice;

• risks in relation to partnerships (ie, police community support officers) have been
specifically identified and assurances provided on managing and mitigating risks;
and

• the member committee responsible for business risk management receiving
monitoring reports on a regular basis to provide assurances that appropriate
action has been taken to manage corporate business risks.

As a result, there are robust arrangements in place in the Authority and Force that
enable significant business risks to be managed and aligned with corporate planning
processes, including strategic and financial planning, performance management and
policy making. 
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Case study 9
Internal Control – Dyfed Powys Police Authority
Corporate involvement in the preparation of the SIC

Preparation of the police authority SIC requires corporate involvement from all
members and officers of the police authority and force throughout the year. Dyfed
Powys Police Authority can demonstrate corporate involvement in and ownership of
the processes for preparing the SIC. An Internal Control Management Group which
includes the Director of Finance and Resources meets twice a year. The terms of
reference of this group include:

• compiling a detailed assessment of assurances underpinning SIC objectives;

• evaluating assurances and supporting evidence;

• drafting the SIC;

• implementing the action plan and allocation of responsibilities; and

• reporting to chief officers and members. 

The Authority and Force have also implemented an assurance framework which
enabled all significant control issues to be identified and relative strengths and areas
for improvement to be mapped across to strategic objectives. This framework was
used to support the Chief Constable’s and Treasurer’s report accompanying the SIC. 

Members of the appropriate committee had sufficient assurances to review and
approve the SIC prior to approving the draft financial statements. This process is also
clear evidence that the assurance framework is embedded in the Authority’s business
processes.

Case study 10
Internal Control – North Wales Police Authority
Promoting ethical conduct

The Force is proactive in raising the standards of ethical conduct among its staff. In
particular, the Chief Constable launched a highly visible initiative called ‘The Ground
Rules’ which set out the standards and conduct expected of staff. This initiative was
widely advertised throughout the force; rules and standards were presented on
display stands, posters and the Force’s intranet site. 

The introduction of ‘The Ground Rules’ has raised the profile of the standards and
conduct expected of staff at the force. Its wide publication provided staff with the
clear commitment and understanding of what is expected while working in a
professional and diverse environment.
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Value for money
54 Securing value for money is critical to all public sector bodies, including police authorities

and forces which need to meet a range of local and national priorities. 

55 Future funding and modernisation challenges for police authorities and forces will require
a more innovative approach to assessing value for money at a local level and reviewing
who is best placed to deliver services in the future. The Treasury paper (PEG 24(06))
Delivering a Step Change in Police Productivity (Ref. 4) has set out proposals for driving
up productivity and efficiency in the police service as budget growth slows during the
comprehensive spending review period. 

56 Auditors assessed whether the police authority and force:

• currently achieve good value for money, by assessing how costs compared with
others and whether these are commensurate with service delivery outcomes and
policy decisions; and 

• have arrangements to manage and improve value for money, by assessing
performance management frameworks, efficiency planning and developments made
with partnerships, procurements and investment decisions. 

57 Figure 6 (overleaf) provides a summary of the KLOE score by theme area. 

58 Ninety-eight per cent of police authorities are performing adequately or more than
adequately in this area. 

59 Currently 27 police authorities (62 per cent) are performing well or strongly in achieving
good value for money. There are 15 police authorities (35 per cent) meeting the minimum
requirements and 1 police authority performing inadequately. 
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Figure 6
KLOE theme score – value for money

Source: Audit Commission and Wales Audit Office

60 We found a mixed picture in arrangements to achieve and improve value for money.
Where police authorities and forces performed well, the following characteristics were
found:

• a strong performance framework which evaluates cost and performance, resulting in
efficiency targets being realised and exceeded (Case study 11); 

• strong partnership working to deliver services, particularly in the use of joint consortia
and e-procurements between police authorities and forces but also with wider
partners in public and voluntary sectors (Case study 12); 
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• strong linkages between financial and performance management which ensured
resources were directed to priority areas and outcomes could be directly measured; 

• lower spending and higher quartile performance against Most Similar Force Groups,
although areas of higher spending could be justified linked directly to strategic
priorities and MTFS; 

• using activity analysis to review skills and deployment of workforce in order to meet
strategic priorities, reduce cost and improve performance; 

• strong performance monitoring and data capture systems which enabled real time
data on cost and performance to be used in financial and service planning;

• benchmarking is being used across services to identify, share and use best practice; 

• investment decisions and capital programme are resulting in sustained performance
improvement; 

• income generation units have been established which look into external funding
options to support local priorities and improvement; and

• action plans are in place to review future resource allocations, taking account of
service efficiency reviews, workforce modernisation and partnership working. 

61 However, all police authorities and forces have more to do in meeting the challenges of
police modernisation, limited growth budgets and a move towards assessing value for
money at a local and neighbourhood level. In a changing environment, police authorities
and forces will need to have a much wider commitment to efficiency and productivity. This
will mean examining all aspects of resource utilisation and exploring closer collaborative
working between police authorities and forces and working with all partners to ensure
that significant community benefits, in relation to community safety, health or the
environment, have been delivered. 

62 Assessing and improving value for money at a local and neighbourhood level remains
underdeveloped. Paragraphs 18 and 19 provided an overview of the challenges faced by
police authorities and forces; working with partners to demonstrate achievement of value
for money and to assess how resources are being applied to activities with local areas.
These areas represent the key improvement objectives for police authorities and forces in
demonstrating that local people are getting good value for money policing and significant
community benefits. 
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63 Police authorities and forces that are performing less well will find the challenge of
meeting local and neighbourhood objectives difficult. Areas of common weakness
identified from PURE which need to be addressed, include: 

• financial and performance reporting systems were not aligned to assess achievement
of strategic objectives and to measure inputs and outcomes;

• the lack of robust performance management systems to ensure that good quality data
is used in decision making; 

• partnership working was not being evaluated, in terms of how any joint working was
contributing towards achievement of value for money; 

• partnership working, including procurement, was not being explored as part of
decisions on service delivery at a local level;

• limited capacity planning to address any gaps in skills and workforce required to
deliver on strategic priorities; 

• an absence of benchmarking data being used to improve performance as well as to
capture and share best practice; and

• limited use of activity analysis to direct resources to priorities and in planning and
delivering efficiency savings. 

Case study 11
West Mercia Police Authority
Linking resources and priorities to operational decision making

Good value for money is achieved throughout the Authority and Force. Value for
money is a result of the long standing culture of performance management
arrangements which:

• align with corporate business planning processes, in particular financial
management; 

• ensure resources are directed to address national priorities and local needs; 

• arise from a dedicated performance management framework owned by the force
performance group;

• monitor the achievement of value for money through an assessment of costs and
quality of services; 
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• ensure information is provided to members, the Chief Constable, senior officers
and managers which enables value for money to be actively reviewed and
challenged; 

• use high-quality information to challenge costs and quality, including
benchmarking; and

• cascade the principles of performance management from the force group to
divisions. 

Although the Authority is the second lowest spending police authority in overall terms,
high performance is achieved across a range of functions. 

Case study 12
Cleveland Police Authority
Collaboration and external funding sources 

The Authority and Force have established good arrangements to manage and
improve value for money, including the use of:

• partnership working, including private finance initiative schemes, consortia for
provision of air support, national leads on an ammunitions contract, pilot authority
for automatic number plate recognition and joint schemes with local authorities (ie,
Hartlepool Neighbourhood policing project); 

• effective procurement practices, including benchmarking and developing a
strategy with links to the procurement centre of excellence; 

• best value reviews to challenge service provision and re-direct resources, which in
particular have resulted in changes to shift patterns and civilianisation of the
control room; and

• iQuanta data to cascade performance management data to team and officer level
which align to personal development review targets. 

As a result of these processes resources are directed to address national and local
priorities, and the Force achieves and exceeds its own targets for efficiency savings.
By aligning performance review targets with strategic objectives, the Authority and
Force are able to continue to monitor the achievement of value for money at all levels.
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4
The way forward

64 Police authorities and forces should use the key messages identified in this summary
together with the local summary reports to help improve their arrangements for use of
resources. 

65 Auditors will be updating their assessments at all police authorities and forces in England
and Wales during 2006/07. Together with stakeholders, we have undertaken a post
implementation review of PURE for 2005/06 which has informed the development of the
approach for 2006/07, and we have consulted on revisions to the KLOE which auditors
will consider. 

66 PURE for 2006/07 will be a risk-based and proportionate refresh from 2005/06. Our
objective is that PURE is to be used as an improvement tool for police authorities and
forces. For this reason, only limited changes have been made to the KLOE criteria for
2006/07 to reflect specific police service issues and be consistent with local government
and health sectors. We will issue a national summary of findings from 2006/07 PURE by
December 2007 to provide police authorities and forces with key messages, direction of
travel and an indication as to how PURE is contributing to performance improvement. 

67 Looking further ahead, there is an opportunity to take a structured and cohesive
approach to assessing use of resources for policing and community safety services. New
performance frameworks are being developed; both as a result of Comprehensive Area
Assessments (CAA) as envisaged in the Local Government White Paper, Strong and
Prosperous Communities (Ref. 5) and Home Office proposals for future Assessments of
Policing and Community Safety (APACS). The Commission will be publishing a
consultation paper on CAA later this year. In Wales the Auditor General is reviewing the
progress made by public services in implementing the ‘Making the Connections’ agenda
to deliver better services.

68 To deliver CAA, and in Wales ‘Making the Connections’, it will be even more important
that regulators share information about a local area and assessments of how well local
people are being served by local services. The focus will be on outcomes and how
effectively local services together are delivering towards the shared outcomes, one of
which is safer communities. Risk assessments, knowledge and performance data will be
needed by regulators. 
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69 Linking use of resources judgements to local services performance frameworks is key to
assessing whether local people are getting good value for money policing and community
safety services. Therefore, the Commission believes that APACS and CAA will be an
opportunity for PURE to feed into assessments of policing and community safety. The
Commission will be working with government departments and key stakeholders to
explore how PURE and the other strands of activity on improving police use of resources
can be pulled together. 

70 As our thinking develops, the Commission will consult with police authorities and forces
as well as representative groups on our future proposals for PURE and the wider
regulatory framework for police authorities. 

71 The Commission will continue to involve stakeholders on the future of PURE. We have
shared our initial work on the development of police value for money profiles for 2006/07
PURE with stakeholders. We will be working with police authorities and forces, and
relevant national bodies, to develop a longer-term interactive benchmarking and
improvement tool for measuring value for money from police services. 

72 Finally, the Commission and WAO would like to thank all those involved in PURE work at
police authorities and forces which is contributing directly towards shaping our current
and future approach.
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Appendix 1 – Key lines of enquiry
summary

73 Further details on the KLOEs and the assurances underpinning them can be found at
www.audit-commission.gov.uk

Table 3
KLOEs summary
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Key Area Key Question KLOE ref KLOE

Financial
reporting

How good are the authority’s and
force’s financial accounting and
reporting arrangements?

1.1 The authority produces annual accounts in accordance
with relevant standards and timetables, supported by
comprehensive working papers.

1.2 The authority promotes external accountability

Financial
management

How well does the authority and
force plan and manage their
finances?

2.1 The authority’s medium-term financial strategy,
budgets and capital programme are soundly based and
designed to deliver its strategic priorities.

2.2 The authority and force manage performance against
budgets.

2.3 The authority and force manage their asset base
(including their estate and vehicle fleet) and their IM&T
service.

Financial
standing

How well does the authority
safeguard its financial standing?

3.1 The authority manages its spending within the available
resources.



Source: Audit Commission
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Key Area Key Question KLOE ref KLOE

Internal
control

How well does the authority’s and
force’s internal control environment
enable them to manage their
significant business risks?

4.1 The authority and force manage their significant
business risks.

4.2 The authority and force have arrangements in place to
maintain a sound system of internal control.

4.3 The authority and force have arrangements in place that
are designed to promote and ensure probity and
propriety in the conduct of their business.

Value for
money

How good are the authority’s and
force’s arrangements for managing
and improving value for money?

5.1 The authority and force currently achieve good value for
money.

5.2 The authority and force manage and improve value for
money.



Appendix 2 – 2005/06 police use of
resources scores
This analysis reflects the overall use of resources score and scores by KLOE themes

Police
Authority

Overall PURE
Score

Key area performance

Financial
reporting

Financial
management

Financial
standing

Internal
control

Value for
money

Avon and Somerset 2 2 2 3 2 3

Bedfordshire 3 3 3 3 3 2

Cambridgeshire 1 1 1 2 2 1

Cheshire 2 3 2 3 2 2

City of London 3 n/a 2 3 3 3

Cleveland 3 3 2 3 2 3

Cumbria 2 3 2 3 2 2

Derbyshire 3 4 3 3 3 3

Devon and Cornwall 3 3 3 3 3 3

Dorset 3 3 3 3 3 3

Durham 3 3 3 3 3 3

Dyfed Powys 3 3 3 3 3 3

Essex 3 2 3 3 2 3

Gloucestershire 3 3 2 3 3 3

Greater Manchester 3 2 3 3 3 3

Gwent 3 3 3 3 2 2

Hampshire 3 3 3 3 2 3
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Police
Authority

Overall PURE
Score

Key area performance

Financial
reporting

Financial
management

Financial
standing

Internal
control

Value for
money

Hertfordshire 3 4 3 3 3 3

Humberside 2 3 2 3 2 2

Kent 3 3 4 3 3 3

Lancashire 3 3 3 3 3 3

Leicestershire 2 3 2 2 2 3

Lincolnshire 2 3 2 2 2 2

Merseyside 2 3 2 2 2 2

Metropolitan 2 2 2 3 2 2

Norfolk 3 3 3 3 2 2

North Wales 3 3 3 4 3 3

North Yorkshire 2 2 2 2 1 2

Northamptonshire 2 2 3 3 2 2

Northumbria 3 4 3 3 3 3

Nottinghamshire 2 2 3 3 2 2

South Wales 2 1 2 2 3 2

South Yorkshire 3 3 3 3 2 3

Staffordshire 3 3 3 3 3 3

Suffolk 2 2 2 3 2 3

Surrey 3 3 3 3 2 3

Sussex 3 4 3 4 2 3

Thames Valley 3 4 3 4 2 3
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Police
Authority

Overall PURE
Score

Key area performance

Financial
reporting

Financial
management

Financial
standing

Internal
control

Value for
money

Warwickshire 2 2 2 2 2 2

West Mercia 3 3 3 3 2 4

West Midlands 3 3 3 3 3 3

West Yorkshire 3 3 3 3 3 3

Wiltshire 3 3 3 3 3 3

Source: Audit Commission and WAO
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