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External audit is an essential element in the process of accountability for public
money and makes an important contribution to the stewardship of public
resources and the corporate governance of public services.

Audit in the public sector is underpinned by three fundamental principles.

e Auditors are appointed independently from the bodies being audited.

e The scope of auditors' work is extended to cover not only the audit of financial
statements but also value for money and the conduct of public business.

e Auditors may report aspects of their work widely to the public a
stakeholders.

nd other key

The duties and powers of auditors appointed by the Audit C vission are set out
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Introduction

1 This report presents the results of the 2007/08 police use of resources
assessment (PURE) at Lancashire Police Authority. As the Audit Commission's
appointed auditor to the Police Authority, we undertook the first phase of this
review during the period March 2008 - May 2008, as part of our responsibility to
examine the economy, efficiency and effectiveness of the Authority's use of
resources under section 5(1)(e) of the Audit Commission Act 1998. We reported
the results of our work in our report to the Audit and Standards Committee in
September 2008. The final phase which involved making an” assessment of the

ted ih October 2008.

also highlights areas for improvement base eria issued by the
Commission.

Lancashire Police Authority
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Approach and scoring

The PURE assessment requires auditors to form judgements on the Police
Authority and Constabulary arrangements to secure effective use of resources
across five themes:

e financial reporting;

¢ financial management;

¢ financial standing;
e internal control; and

e value for money.

‘descriptors’ or ‘criteria’. Judgements are
scoring scale:

1 = below minimum reqwrements inadeq

e for scores of 3’and above, considering whether relevant arrangements are
'embedded”- they have been operating consistently with clear outputs and are
having an impact; and

e for scores of 4 (performing strongly) considering whether, in addition to
meeting the descriptors/criteria, police authorities can demonstrate innovation
or best practice that can be shared with others.

Lancashire Police Authority
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Summary of scores for Lancashire Police
Authority

Table 1 summarises the scores and 2006/07 comparative judgements for each
theme. The next section of this report provides key messages, strengths and
areas for improvement across the Police Authority and Constabulary and by
theme level.

In overall terms the Authority and Constabulary are high performing organisations
demonstrating practices across a range of areas from which6thers can learn. In

6 of the 11 areas assessed, a level 4 performance has’been observed. There has
been improvement in 5 areas assessed, with 5 other areéas.remaining unchanged

and only 1 element, relating to internal control, bei a lower level
than last year. ﬁ

Table 1 Lancashire Police A rity - sumymary of use of
resources scores by theme
N
Use of resources theme 2007/08  2006/07
score score

AN

Financial reporting

Financial standing

3.1 The Authority manages its spending within the 4 3
available resources

Internal control

4.1 The Authority and Constabulary manage their 3 3
significant business risks
4.2 The Authority and Constabulary have 2 3

Lancashire Police Authority
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arrangements in place to maintain a sound system of
internal control 3 3

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

Value for money

5.1 The Authority and Constabulary currently achieve 4 4
good value for money
5.2 The Authority and Constabulary manages and 3

improves value for money é
N \
Audit Commission %

Lancashire Police Authority
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Key messages and actions for the Police
Authority

11 This summary sets out key findings; both overall for the Police Authority and
Constabulary and in relation to each theme, summarising strengths and areas for
improvement.

Overall messages

12 The overall messages from our work are as follows:

e As demonstrated by the improvements shown in S 11 KLOE criteria
scores we have identified a positive direction of

arrangements throughout the themes.
e The Authority Members and Officers have arly good

- the approach taken to |dent|fy|ng and bridging the funding gap identified
through “Blueprint” including-an effectlve oach to communication and
consultation with partne i solutions and clear reporting
of the impact of prewous ; ' i

ance are considered together and that
anding of the local issues in each division

ogreater efficiency savings by introducing more efficient processes
which are resulting in improved services whilst reducing costs, and
applying the understanding and learning from this to a wider range of
activities.

Lancashire Police Authority



Police use of resources auditor feedback report | Key messages and actions for
the Police Authority 9

e The one area where the Authority and Constabulary received a level 2
assessment was in relation to systems of internal control (KLOE 4.2). The key
area for improvement here is the development of an improved assurance
framework which includes ongoing monitoring and reporting throughout the
year on the risks and controls in place relating to the achievement of the
corporate objectives and priorities.

e The areas for improvement included in the rest of this report are in the context
of an overall high performance and are designed to assist with the
achievement of continuous improvement.

Lancashire Police Authority
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Theme summaries

Financial reporting

Theme score -3

/\
Purpose / /

To assess the strength of the Authority's and Constabulary's financial
accounting and reporting arrangements. /\

Key findings and conclusions />v \\

Appropriate arrangements are in place ieve good quality~accounts
with supporting working papers to m of the statu

There is scope to make some i
figures and notes with

by setting out more detailed information and
Authority's environmental footprint.

Imp\ox\n{ent opr}éry{mltles

KLOE 1. M rity produces To facilitate the audit of the accounts,
annual accounts/in accordance with ensure that working papers fully
relevant standards and timetables, support and reconcile to the figures and

supported by comprehensive working = notes in the financial statements.
papers.

KLOE 1.2 The Authority promotes The Authority’s annual report should set

external accountability. out more detailed information and

analysis around the initiatives in place

to improve the Authority’s

environmental footprint and aspirations

for the future.

Lancashire Police Authority
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Financial management

Theme score — 4

Purpose

To assess how well the Authority and Constabulary plan and manage its
finances. /$

Key findings and conclusions / <

The Constabulary and Authority have a strong recoggﬁ:)(e ctive financial
management delivering year on year service impro ents tegether with
significant efficiency savings (£72m over last 10 y.
budgetary pressures.

3ars), and managing other

HQ finance byvadopting a shared services approach to management
accounting to improve both quality and reduce costs.

A more formalised medium term financial strategy is now being prepared to
more clearly outline how the Authority plans to bridge remaining funding gaps
and to continue to enable investment in priority areas. Currently whilst such a
strategy exists, it is not clearly articulated in one place and there is not a clear
articulation of how the various partnership arrangements in place impact upon
the medium term financial strategy.

Lancashire Police Authority
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Theme score — 4

There is a strong track record of managing resources within budget supported
by timely and reliable financial monitoring information, clear identification of
variances and action planning around them. The operation of the DFM scheme
and Quarterly Performance Reviews helps to ensure a rigorous approach is
taken to variances and that meeting financial targets is not achieved at the
cost of meeting operational ones.

Arrangements for asset management have improved, helping to deliver both

efficiency savings and improved services to the public lent use has been
made of partnerships with other local agencies — fo Q provide new
neighbourhood police bases in local hotspots. Pr e Estates

in empha/s'rs\on sustainab

Improvement opportunities \\ / /

KLOE 2.1 The Authority's In developing the medium term
medium-term financial strategy: financial strategy, including a clear
(MTFS), budgets and capital e significant
programme are soundly based and in which the Authority
designed to deliver its strategic

priorities. ourcing ecisions in the medium

help strengthen value for money,

nsider adopting a small number of
key performance indicators and
improvement targets for the estate,
with results to be reported annually to
senior officers and the Police
Authority.

Ensure that the level of backlog
maintenance is recorded in the
Estates strategy following the
completion of the condition survey,
and appropriate plans are established
to address any backlog identified.

Lancashire Police Authority
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Financial standing

Theme score — 4

Purpose
To assess how well the Authority safeguards its financial standing.

Key findings and conclusions /)

The Authority has a very good track record of managing’its<Spend within
available resources in the context of a very tight finap€Cighenvironment. The

least annually as part of the budget s
above the level determine

er'90% of the budget is delegated),
t against efficiency savings and treasury management

KLOE 3.1 The Authority manages its = The Authority should keep under

spending within the available review key financial targets and

resources. indicators it monitors to ensure they
remain fit for purpose and that high
risk areas are targeted.

Lancashire Police Authority
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Internal control

Theme score -3

Purpose

To assess how well the Authority's and Constabulary's internal control
environment enables them to manage their significant busige@§ risks.

Key findings and conclusions //

A risk management policy and process are in place ve .been compared
to ALARM criteria to assess fitness for purpose. A

being implemented is a good example of ri
avoidance.

An effective internal audit function is in place which meets the requirements of
the CIPFA code of practice, and an appropriate risk based plan is being
followed. An effective audit committee is in place which covers the functions as
required under the CIPFA code of practice. The audit committee demonstrates
an appropriate level of challenge on the receipt of internal and external audit
reports.

Appropriate procedure notes/manuals, standing orders, financial instructions
etc are in place with arrangements to monitor compliance. Expected controls

Lancashire Police Authority
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Theme score -3

exist to ensure a sound system of financial internal control is in place through a
mixture of management controls and IA review.

There have been some improvements in governance arrangements in relation
to partnerships however there remains scope for improvement here. In
particular it has been recognised that there is a need for clearer guidance for
members and staff involved in partnerships in relation to their respective roles
and responsibilities. Whilst there are many examples of effective partnership
working at the local level it remains unclear how the Authaority and Constabulary
gain assurance around the effectiveness of all the various partnerships,
ensuring that any lessons learnt are shared across the visations and action
taken where there is a need to seek improvement.

The work of th
HMIC and they

The risk management training needs
for staff and members are currently
under review. Training arrangements
should give consideration to the levels
of needs and responsibilities of the
individual and their role.

Risk management issues should be
reported to an appropriate member
group on a regular basis. As part of
this, consideration needs to be given
to the best way to achieve this since
two committees have risk
management within their terms of
reference.

Lancashire Police Authority
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Theme score -3

KLOE 4.2 The Authority and
Constabulary have arrangements in
place to maintain a sound system of
internal control.

KLOE 4.3 The Authority and
Constabulary have arrangements in
place that are designed to promote

and ensure probity and propriety in the

conduct of its business.

Establish a coherent assurance
framework and ensure relevant
reports are taken to members during
the year to provide assurance around
the key sources of controls which will
feed into the annual governance
statement.

Develop a clea
to the gover

ross the organisation.

partnershjps

\) N

Lancashire Police Authority
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Value for money

Theme score -4

Purpose

To assess the achievement of value for money within the Authority and
Constabulary and to conclude on the robustness of arrange ts to secure
improvements.

Key findings and conclusions //\\
Costs and performance compare well with others.

consistently high across all key services. The that are

r [ his is
set within a context of significant efficien
years.

There are clear’and effective processes for reviewing and improving VFM
driven by thexSustaining Excellence programme. Innovative approaches are
used and include Blueprint to assess capacity and capability and QUEST which
has lead to significant improvements in VFM. High-quality data is drawn from
good performance management systems.

Benchmarking is undertaken where information is available and used to identify
and achieve service improvements. Cost information is used alongside
performance information by managers and members to regularly challenge
VEM.

Lancashire Police Authority
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Theme score -4

The Authority and Constabulary understands and evaluates the impact of long
term and whole life costing and benefits when making key decisions, for
example, the fleet investment. Environmental impact is also considered and
outcomes are monitored and driven by the Environmental strategy and
environmental design criteria. There is a successful track record in tackling
inequality in outcomes, for example for ethnic communities. The result is
increasing satisfaction with the Constabulary and a reducing gap in key
performance indicators between white and ethnic populations: There is still
some work to be done to narrow the gap further.

: tool which analyses
team and individual activities providing real-ti on the activities of its
officers). Income is also genera vork-provided to other

by divisional’commanders with CDRPs. As a result
e to evaluate and identify future community safety

Improvementspp\o@nﬁt)es\ ) >

2T uthority~and Ensure effective evaluation of
stabulary~manage -and\improve partnerships and collaborative working
for money: to provide assurance and improve vim.
N

Data sharing is unde

Lancashire Police Authority
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Status of the report and next steps

This report has been agreed with key officers of the Authority and Constabulary.

Key messages will also be included in our annual letter to the Police Authority,
and we will monitor developments throughout the forthcoming year in conjunction
with your officers.

It would be appropriate for Members to receive periodic and regular feedback

from key officers outlining the progress and effectiveness of the action taken by
both the Constabulary and Authority against the recommendations contained in
this report.

Lancashire Police Authority
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Appendix 1 — Action Plan

Page Recommendation Priority Responsibility Agreed

no. 1=Low
2 = Med
3 = High

Financial reporting

10 | R1 To facilitate the audit of the accounts, |3
ensure that working papers fully support
and reconcile to the figures and notes in
the financial statements.

10 R2 The Authority’s annual report should set ' 3
out more detailed information and analysis
around the initiatives in place to improve
the Authority’s environmental footprint and
aspirations for the future.

Financial management
12 R3 In developing the medium term financial 2

strategy, include a clear assessment of the esqurces
significant partnerships within which the
Authority operates and how they impact©n

resourcing decisions in the medium term.

—

12 R4 To help strengthen value fo Property

consider adopting a small n ervices
performance indicators a i ager
targets for the estate,
reported annually to senier officers and the
Police Authority. Performance s ould be
compared with other constab
also within the Lancashire estat
relevant.

12 R5 Ensure that the level of backlog 2 Property Yes
maintenance is recorded in the Estates Services
strategy following the completion of the Manager

Lancashire Police Authority

N
,C/o ments Date
The main financial risk associated with Sept 2008

‘partners’ relates to the financial contribution to
PCSOs. The risk is known, and will in future
be articulated in more detail in the 5 year
financial forecast. The risk is also fully
understood and actions taken to minimise.

A series of benchmarking KPIs will be derived March
from the national benchmarking system and 2009
reported to Senior Officers and the Police

Authority. Performance improvement

comparables between similar Lancashire

Buildings, will also be established. The KPIs

and reports will be included in the Authority’s

Annual Scrutiny Plan.

The results of the conditions survey will inform | March
investment decisions in the estate in future 2009
years.
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1=Low
2 = Med
3 = High

condition survey, and appropriate plans are
established to address any backlog
identified.

Financial standing

R6 The Authority should keep under review 2
the key financial targets and indicators it
monitors to ensure they remain fit for

purpose and that high risk areas are

targeted.

Police Authority <’§(e
Treasurer

Policy an )fes
erformance
j icer <

a
N\
" Police Authority” | In part
{r
3

Internal control

R7 The risk management training needs for 2
staff and members is currently under
review. Training arrangements should give
consideration to the levels of needs and
responsibilities of the individual and thei<
role.

R8 Risk management issues should be
reasurer

committees
eir terms of

way to achieve this sin
have risk management w
reference.

R9 Establish a coherent assurance Good In part
framework and ensure relevant reports are Governance
taken to members during the year to Group

Priority Responsibility Agreed

Comments Date

Theevel of backlog maintenance will be

December

The key indic\a(gr}s and financial information
are already kept under review and continue to | 2008
be reported to Members on a regular basis.
However, Members will receive a report in the
autumn to seek to update and extend the key
indicators where necessary.

General training will be undertaken by the March
whole of the Police Authority and the new 2009
Members joining the Authority in October 2008

will be trained as part of their Induction

programme. More detailed training will be

provided to Committee Chairs and those

Members serving on Audit and Standards.

Risk Management is a proper topic for a Ongoing
number of committees.

The Audit & Standards Committee makes sure
there are risk management processes that
work and the member Improvement & Scrutiny
Group will risk assess Authority activity. The
Constabulary has its own arrangements for
risk management and members are involved
on the relevant groups.

The Authority’s assurance framework is December
strong. The question is could it be made 2008
stronger e.g. by introducing certificates by

Lancashire Police Authority
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Page Recommendation Priority Responsibility Agreed Comments Date
no. 1=Low

2 = Med

3 = High

provide assurance around the key sources
of controls which will feed into the annual

/
governance statement. &
<
The Audit and Standards Committee will
receive an initial report on assurance, to be
followed up by occasional reports on specific
issues which the Committee deems necessary

'to satisfy itself that sources of assurance are
> I~ in place and operating properly.

A review of all strategic partnerships, including ' March
governance arrangements will be undertaken. | 2009

16 R10 Develop a clearer strategic approach

2
to the governance of significant /
partnerships across the organisations.
The Good Governance Officer Group will use
the results of this review to inform the
s\/ production of the 2008/09 Annual Governance

Statement.

— /
16 R11 Introduce a clearly defined™ anti- frﬁd\ 2 . Head of Yes The issue of anti corruption/fraud is currently
and corruption policy” for the’ Coristabulary. ofessional in the process of a full review. This includes
Standards both Constabulary policy and procedure. The
investigative process and clear operational
parameters are under discussion, as is the
establishment of IACT. It is anticipated that
within the near future clear operational
guidelines will be drawn up and progress
made in relation to a completed corruption
/ policy.
16 R12 Review whistleblowing arrangementé’ 2 Head of Yes Confidential reporting is in the process of

Lancashire Police Authority
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no.

to demonstrate the extent to which staff
and officers have confidence in the system
and feel safe to make a disclosure.
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Priority Responsibility Agreed
1=Low
2 = Med
3 = High

Professional
Standards

Comments Date

reviewed and it is apparent at this time
Right Line utilised at present does not
ice in which staff have confidence.
re productive system already in use in
other constabularies is being progressed and
has a proven track record both in respect of
staff confidence‘and operational suitability.

Lancashire Police Authority
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Page Recommendation Priority Responsibility Agreed Comments Date
no. 1=Low

2 = Med
3 = High /
/\

Value for money . </ \\

18 R12 Ensure effective evaluation of 2 Head of In pa Ongoing
partnerships and collaborative working to Corporate
provide assurance of and improve VFM. Development

recognised that the Constabulary and Police
Authority are statutory partners with a number
of agencies and have limited scope for

<
discontinuing involvement if such partnership
arrangements are not delivering improvements
N in VFM.
\) N

Lancashire Police Authority
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