[image: image1.jpg]o,

j POLICE AND CRIME
48  COMMISSIONER
= FOR CLEVELAND

Pryps



Police & Crime Commissioner for Cleveland 

Cleveland Police Headquarters

Ladgate Lane

Middlesbrough

TS8 9EH

Email: pcc@cleveland.pnn.police.uk 

Website: http://www.cleveland.pcc.police.uk

Police and Crime Commissioner:    
Barry Coppinger
Tel: 01642 301653

Chief of Staff (Chief Executive & Monitoring Officer):
Simon Dennis BA, Solicitor
Tel: 01642 301653

Chief Constable:
Iain Spittal
Tel: 01642 301215

22nd May 2017
Mr C Waddell
Director
Mazars LLP
The Rivergreen Centre

Aykley Heads
Durham
DH1 5TS
Dear Cameron
Audit of the Office of Police and Crime Commissioner’s Financial Statements for the year ended 31 March 2017 - understanding how you gain assurance from management

I write in response to your letter of 3 March 2017 requesting confirmation regarding the matters listed.  My comments are as follows:
1) How do you exercise oversight of management's processes in relation to:

· undertaking an assessment of the risk that the financial statements may be materially misstated due to fraud or error (including the nature, extent and frequency of these assessments?); 

The financial statements are a product of all of the transactions that take place throughout a reporting period and as such the robust budget monitoring, the processes and procedures that are in place within the Finance department and the separation of duties that exist within the organisation provide a great deal of comfort that any instances of fraud would be avoided.

This is supported by internal audit reports, which are reported to, and any actions monitored through, the Audit Committee.  

The Key Financial Controls that are in place, aligned with the analytical review that is undertaken of the Statement of Accounts by my Chief Finance Officer requires a level of understanding of the key movements in the accounts that would highlight up any material variances. An investigation of these variances is undertaken so that they can be rationalized.
Any type of fraud that is likely to lead to material mis-statement of the financial statements is likely to result in the loss of cash for the organisation. However the bank accounts are reviewed daily and cash balances and investments are forecast at the start of the year. The actual levels of cash are then monitored and reported against.
· identifying and responding to risks of fraud in your office and the Force, including any specific risks of fraud which management have identified or that have been brought to its attention, or classes of transactions, account balances, or disclosure for which a risk of fraud is likely to exist?;
The risk of fraud is sufficiently high profile to warrant inclusion on my Risk Register and therefore monitoring through the Internal Audit process and the Audit Committee.
As a result of the high profile that fraud is given within the organisation there are also significant controls and mitigations in place to manage the risks, these are outlined below:

Whistle-blowing Strategy.

Counter Fraud and Corruption Strategy.

Confidential e-mail system.

Work of the Professional Standards Department.

Work of the Internal Audit Services

Codes of Practice

Disciplinary codes.

Police conduct regulations.

Systems of management including Scheme of Delegation

Financial Standing Orders (including Contract Standing Orders) are in place. Compliance is monitored by the Audit Committee.

Force Standing Financial Instructions, embodying arrangements for the separation of duties, which are supported by disciplinary codes of practice.

Budgetary control system.

These controls and reports should ensure that while risks are mitigated there are also routes for reporting to me any issues in relation to fraud. There are currently no specific issues of material fraud that have been brought to my attention.  
· communicating to employees its view on business practice and ethical behavior (eg by updating, communicating and monitoring against the  code of conduct?);
Codes of practice for all groups, and for specific groups or issues can be found in the following documents (copies are available if required), these documents clearly set out what is required from anyone associated with the PCC:
PCC Code of Conduct

PCC Staff Code of Conduct

Audit Committee Members’ Code of Conduct 

Code of Conduct for Police Officers

The Police (Conduct) Regulations 2004

Professional Standards – Integrity Unit - Reporting Booklet

Police Support Staff Code of Conduct
The National Code of Ethics
· communicating to you the processes for identifying and responding to fraud or error?

I have a clear and up to date Anti-Fraud and Corruption Strategy that is part of my Code of Corporate Governance and clearly identifies the communication and governance arrangements for identifying and responding to fraud (a copy can be provided if required)

2) How do you oversee management processes for identifying and responding to the risk of fraud and possible breaches of internal control?  Are you aware of any breaches of internal control during 2016-17?
The vast majority of this question has been answered in question 1 but if you do need anything further please let me know.    
I am not aware of any breaches of internal control during 2016/17 that occurred within the OPCC. 
3) How do you gain assurance that all relevant laws and regulations have been complied with?  Are you aware of any instances of non-compliance during 2015-16?

I gain assurance that all relevant laws and regulations have been complied with in terms of financial affairs through the governance structures that ensure separation of duties between the s151 Officer and the Monitoring Officer and by ensuring that the people who take up these roles are suitably qualified and trained to understand the legislative requirement of these positions. 

I am not aware of any instances of non-compliance during 2016-17.
4) Are you aware of any actual or potential litigation or claims that would affect the financial statements?

I understand from my CFO that appropriate provision has been made in the Statement of Accounts for 2016/17 in respect of outstanding and potential litigation or claims. There are a number of areas of potential claims that might affect the financial statements which have been declared within the statement of accounts as contingent liabilities, these relate to:

· Claims made in relation to the new Police Pension Scheme 2015. 
· Equalisation of Guaranteed Minimum Pension rights

· Potential historic Insurance Claims as a result of being included in the Municipal Mutual Insurance arrangement.
5) Have you carried out a preliminary assessment of the going concern assumption and if so have you identified any events which may cast significant doubt on the Office of the PCC or Force’s ability to continue as a going concern?

The work of both External and Internal Audit provide independent advice and views on financial statements that are prepared in accordance with the relevant laws and regulations and would certainly highlight up issues in terms of whether the organisation could continue as a going concern, for instance. The scrutiny undertaken by my CFO combined with the review and statement on the robustness of estimates used in preparing a balanced budget for 2017/18 and the Long Term Financial Plan, provides a significant level of assurance in relation to the finances of the organisation and its ability to continue as a going concern in the medium term.
My CFO does not currently believe that the on-going uncertainty in relation to the financial consequences of those other areas highlighted as contingent liabilities in question 4, casts significant doubts on the ability of the organisation to continue as a going concern however these are events that could have a significant impact in the future.
6) How do you ensure that management have identified and disclosed all relevant related party transactions in the financial statements?

I have in place an annual review of all related party transactions as part of the process of producing the year end accounts. All senior employees including myself are written to and are required to return a form indicating the existence of any transactions that fall within the definition of being with a related party. All material related party transactions are declared within the Statement of Accounts as required.
7) How do you ensure that management have adopted appropriate assumptions for accounting estimates in the financial statements

The financial statements are produced in line with the approved accounting practices as detailed within the statement of accounts. These have been adopted in line with recommended practice and legislative requirements. Any changes to accounting policies and therefore estimates are highlighted in the statement of accounts. I will rely on the requirement for my CFO to sign the accounts saying that they give a ‘true and fair presentation of the financial position of the organisation’ and in so doing that he has selected suitable accounting policies, applied them consistently and that he has made estimates that are reasonable and prudent.    

Further to the above I have also attached at Appendix 1 answers to the 8 questions that you attached to your letter dated the 3rd March 2017.

Please let me know if you require any further comment or explanation from me. 
Yours sincerely,
Barry Coppinger
Police and Crime Commissioner for Cleveland
Appendix 1

	No.
	Questions for those charged with governance.
	Those charged with governance response

	1
	Are you aware of any instances of actual, suspected or alleged fraud during the period 1 April 2016 – 31 March 2017?
	I am not aware of any actual, suspected or alleged frauds affecting the Office of the PCC that occurred during this period that have not been previously reported.

	2
	Do you suspect fraud may be occurring within the organisation?

· Have you identified any specific fraud risks within the organisation?

· Do you have any concerns that there are areas within your organisation that are at risk of fraud?

· Are there particular locations within the organisation where fraud is more likely to occur?
	I do not suspect that fraud is on-going within the organisation.
I am however aware of the need to continue to review both internal controls and governance arrangements to ensure that fraud can be avoided or the risk of fraud mitigated.

	3
	Are you satisfied that internal controls, including segregation of duties, exist and work effectively?

· If not where are the risk areas?

· What other controls are in place to help prevent, deter or detect fraud?
	Based on the assurances gained from the work of External and Internal Audit, coupled with the work and processes in place from my Statutory Officers I am satisfied with internal controls. In addition to this, processes to review, update and improve upon the governance arrangements help improve internal control and prevent fraud.

	4
	How do you encourage staff to report their concerns about fraud?

· What concerns about fraud are staff expected to report?
	All staff are encouraged to use the whistle blowing policy and confidential email system to report any and all instances of alleged or suspected fraud. 

	5
	From a fraud and corruption perspective, what are considered to be high risk posts within your organisation?

· How are the risks relating to these posts identified, assessed and managed?
	Virtually every member of staff and Police Officers could be considered high risk in that they have access to fraud opportunities. I would like to think, however that control systems minimize these risks in that it is very rare (if at all) that an individual would be permitted to take a significant action/decision without recording this and ‘sign off’ from somebody else.



	6
	Are you aware of any related party relationships or transactions that could give rise to instances of fraud?

· How do you mitigate the risks associated with fraud related to related party relationships and transactions?
	I am not aware of any related party transactions that could give rise to instances of fraud. 

Senior staff, including my self, are surveyed annually and required to declare any related party transactions. 

	7
	Are you aware of any entries made in the accounting records of the organisation that you believe or suspect are false or intentionally misleading?

· Are there particular balances where fraud is more likely to occur?

· Are you aware of any assets, liabilities or transactions that you believe were improperly included or omitted from the accounts of the organisation?

· Could a false accounting entry escape detection? If so, how?

Are there any external fraud risk factors, such as benefits payments or collection of tax revenues, which are high risk of fraud?

	No

Not that I am aware of.

No

It is unlikely that anything of a material nature could.

None that I am aware of.

	8
	Are you aware of any organisational, or management pressure to meet financial or operating targets?

· Are you aware of any inappropriate organisational or management pressure being applied, or incentives offered, to you or colleagues to meet financial or operating targets?
	No
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