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Joint Cleveland Audit Committee

Date:          Thursday 16th May 2013  

Time:          10.30am – Members to meet at 9.45am

Venue:        Executive Conference Room, Police Headquarters, Ladgate Lane 

AGENDA

	1.
	Apologies for absence

	2.
	Declarations of interests

	3.
	Open Minutes of the previous meeting held on 21st March 2013
	
[image: image1.emf]Item 3 - Open  Minutes of the previous meeting held on 21st March 2013.pdf



	4.
	Governance – Post PCC Election Review – Report of the Internal Audit
	
[image: image2.emf]Item 4 - Governance  – Post PCC Election Review.pdf



	5.
	Compliance with Contract Standing Orders - Report of the Internal Audit
	
[image: image3.emf]Item 5 - Compliance  with Contract Standing Orders.pdf



	6.
	District / BCUs - Report of the Internal Audit
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	7.
	Progress Report - Report of the Internal Audit
	
[image: image5.emf]Item 7 - Progress  Report.pdf



	8.
	Draft Internal Audit Updated Strategy and Plan - Report of the Internal Audit
	
[image: image6.emf]Item 8 - Draft  Internal Audit Updated Strategy and Plan.pdf




	9.
	To consider passing a resolution pursuant to Section 100A (4) of the Local Government Act 1972, excluding the Press and Public from the meeting under Paragraph 1 of Part 1 of Schedule 12A to the Act   

	10.
	Closed Minutes of the previous meeting held on 21st March 2013 Chief Constable


To:  The Chair and Members of Joint Cleveland Audit Committee 

Mrs Ann O’Hanlon (Chair)


Mr Stan Irwin (Vice Chair) 

Mr Roman Pronyszyn 



Mr Gerard Walsh 

Mr Aslam Hanif                                                                                                                                         
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The matters raised in this report are only those which came to our attention during our internal audit work and are not necessarily a
comprehensive statement of all the weaknesses that exist, or of all the improvements that may be required. Whilst every care has
been taken to ensure that the information provided in this report is as accurate as possible, based on the information provided and
documentation reviewed, no complete guarantee or warranty can be given with regard to the advice and information contained
herein. Our work does not provide absolute assurance that material errors, loss or fraud do not exist.
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Police Crime Commissioner for Cleveland and 1 Governance - Post PCC Election Review: Good
Cleveland Police Governance and Financial Management
10.2012/13

1 EXECUTIVE SUMMARY

1.1 Introduction

An audit of Governance, focusing on the processes established following the election of the PCC
was undertaken as part of the approved internal audit periodic plan for 2012/13. This review focused
on elements of the Good Governance Framework and Financial Management Code of Practice as
detailed in section 1.3 below.

The Police and Crime Commissioner for Cleveland (PCC for Cleveland) was elected on 15
November 2012 and took up office on 22 November 2013. The Police Reform and Social
Responsibility Act (2011) outlines the changes as a result of the introduction of Police and Crime
Commissioners across England and Wales, for example, the Act details the role of the PCC to
produce a Police and Crime Plan. Further guidance is available to Police Forces through the APACE
(Association of Police Authority Chief Executives) Corporate Governance Framework which details
best practice guidelines to follow.

The Financial Management Code of Practice for the Police Service of England and Wales details the
required financial governance arrangements within the Force and the Office of the PCC.

During the course of this review Cleveland Police suspended the Assistant Chief Officer Finance and

Commissioning and have introduced temporary arrangements to ensure business continuity. The
fieldwork for this review was completed prior to this.

1.2 Conclusion

Taking account of the issues identified, the Police and Crime
Commissioner and the Force can take substantial assurance that
the controls upon which the organisation relies to manage this
area are suitably designed, consistently applied and effective.

The above conclusions feeding into the overall assurance level are based on the evidence obtained
during the review. The key findings from this review are as follows:

Design of control framework
At the time of the audit, the following controls were in place:
Framework

" There are policies and procedures in place for the Office of the PCC which have been revised
as a result of the transition.

= The Force’s policies and procedures have been revised to include any changes as a result of
the transition to the PCC.

" Joint arrangement protocols are in place where the Office of the PCC and the Force operate
jointly.

Police and Crime Plan/Corporate Plan

" There is a Police and Crime Plan in place which is in line with the requirements detailed in the
Police Reform and Social Responsibility Act (2011).

" Performance management arrangements have been developed for both the PCC and the
Force to ensure the Plan is met.

Audit Committee

" There is an independent Audit Committee in place with a documented Terms of Reference
detailing the core functions of the Committee.

RSM Tenon

N Connected for Success





Police Crime Commissioner for Cleveland and 2 Governance - Post PCC Election Review: Good
Cleveland Police Governance and Financial Management
10.2012/13

Compliance with Financial Management Code of Practice for the Police Service of England
and Wales

" The Force is complying with the following ten areas of the Financial Management Code of
Practice:

= The identification of Chief Finance Officer roles within the Force and the Office of the PCC.
= Compliance with the requirements of public reporting responsibilities.
= Communication and openness.
= Delivery of the statutory responsibilities of the Chief Finance Officer of the PCC.
= Delivery of the statutory responsibilities of the Police Force Chief Finance Officer.
= Use of an Information Sharing Protocol.
= Preparation and approval of a scheme of consent.
= Preparation and approval of Financial Regulations and Standing Orders on Contracts.
= PCC policy on reserves and provisions.
= Financial planning and budget setting arrangements.
We have made one recommendation with regard to the design of the control framework:

" The PCC for Cleveland does not have a Code of Corporate Governance in place.

Application of and compliance with control framework
Framework

" We noted that there was a Scheme of Delegation in place which was in line with the APACE
Corporate Governance Framework.

" We confirmed that the Office of the PCC’s policies and procedures were clearly detailed on the
PCC’s website.

" Through discussions with the HMIC Liaison Officer, we were advised that the policies and
procedures were currently being reviewed however all policies had been revised to include a
statement confirming the Police Authority should be substituted for the PCC.

= Formal joint arrangement protocols would be established should a Stage 2 transfer occurred,
whereby all Force staff would be TUPED from the PCC to the Chief Constable.

Police and Crime Plan/Corporate Plan

" We confirmed that there was a Police and Crime Plan in place which had been reviewed by
the Chief Constable and the Police and Crime Panel.

" We reviewed the PCC Action Plans and confirmed an action plan was in place for each of the
five objectives from the Police and Crime Plan.

Audit Committee

= All Audit Committee members are independent from the PCC and the Force. The Committee’s
Terms of Reference had been approved by the Committee for 2012/13 and 2013/14.

Compliance with Financial Management Code of Practice for the Police Service of England
and Wales

" We confirmed that the PCC and the Force were complying with the Financial Management
Code of Practice for the ten areas reviewed.

1.3 Scope of the review

To evaluate the adequacy of risk management and control within the system and the extent to which
controls have been applied, with a view to providing an opinion.

g RSM Tenon
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Control activities are put in place to ensure that risks to the achievement of the organisation’s
objectives are managed effectively. When planning the audit, the following controls for review and
limitations were agreed:

Areas for consideration:

Framework

. Statement of Corporate Governance

" Code of Corporate Governance

= Scheme of Corporate Governance

" Policies and procedures for the Office of the PCC; policies and procedures for the Force. Joint

arrangement protocols.
" Whether arrangements are in place to review the framework.
Police and Crime Plan / Corporate Plan
. Timetable for completion, approval and review of the Police and Crime Plan.

= Timetable for completion, approval and review of the Corporate / Strategic Plan of each
corporation sole.

Audit Committee

=  Composition and function including agreed terms of reference and meeting schedule including
a calendar of business.

=  Consideration of assurance arrangements for each corporate sole — An assurance protocol.

We will assess compliance with the “Financial Management Code of Practice for the Police
Service of England and Wales” including the following:

] The identification of Chief Finance Officer roles within the Force and the Office of the PCC.

. Compliance with the requirements of public reporting responsibilities.

= Communication and openness.

" Delivery of the statutory responsibilities of the Chief Finance Officer of the PCC as set out in
section 4.1 of the Financial Management Code of Practice for the Police Service of England
and Wales.

= Delivery of the statutory responsibilities of the Police Force Chief Finance Officer as set out in
section 4.2 of the Financial Management Code of Practice for the Police Service of England
and Wales.

= Use of an Information Sharing Protocol.

= Preparation and approval of a scheme of consent.

= Preparation and approval of Financial Regulations and Standing Orders on Contracts as set

out in section 6 of the Financial Management Code of Practice for the Police Service of
England and Wales.

= PCC policy on reserves and provisions.

" Financial planning and budget setting arrangements.

Limitations to the scope of the audit:

" This audit covered only those areas listed above.

" We planned and completed our testing to provide assurance that key policies and procedures
were in place; this included a gap analysis to identify any policies or procedures that were not

in place but were detailed with the APACE Corporate Governance Framework. We did not
provide assurance that they were being implemented or adhered to.

) RSM Tenon
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" We did undertake testing to confirm that Financial Regulations and Standing Financial
Instructions were in place.

" We did not undertake any detailed testing on the content of the Financial Regulations or the
Standing Financial Instructions.

The approach taken for this audit was a System-Based Audit.

1.4 Recommendations Summary

The following tables highlight the number and categories of recommendations made. The Action
Plan at Section 2 details the specific recommendations made as well as agreed management
actions to implement them.

Recommendations made during this audit:

Our recommendations address the design and application of the control framework as follows:

Priority

Medium
Design of control framework 0 0 1
Application of control framework 0 0 0
Total 0 0 1

The recommendations address the risks within the scope of the audit as set out below:

Priority

Medium
Framework 0 0 1
Police and Crime Plan / Corporate Plan 0 0 0
Audit Committee 0 0 0
Financial Management Code of Practice 0 0 0
Total 0 0 1

RSM Tenon

— Connected for Success





Police Crime Commissioner for Cleveland and 5 Governance - Post PCC Election Review: Good
Cleveland Police Governance and Financial Management
10.2012/13

2 ACTION PLAN

The priority of the recommendations made is as follows:

Priority Description

High

Medium Recommendations are prioritised to reflect our assessment of risk associated with the control weaknesses.

Low

Suggestion These are not formal recommendations that impact our overall opinion, but used to highlight a suggestion or idea that management may want
to consider.

Recommendation Categorisation  Accepted Management Comment Implementation Manager
(Y/N) Date Responsible
11 The Office of the PCC should consider Low Y Recommendation accepted End June 2013 Chief Finance
developing an overarching Code of Officer & Deputy
Corporate Governance which details the Chief Executive,
governance arrangements in place. OPCC
RSM Tenon
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3 FINDINGS AND RECOMMENDATIONS

This report has been prepared by exception. Therefore, we have included in this section, only those areas of weakness in control or examples of lapses in
control identified from our testing and not the outcome of all audit testing undertaken.

Controls (actual and/or Adequate Test Result / Implications Recommendation Categorisation

missing) Design
(yes/no)

Area 1: Framework

1 There is a: No Through discussions with the Chief Executive of the The Office of the PCC Low
PCC and the Chief Finance Officer of the Office of the | should consider developing
= Statement of Corporate Police and Crime Commissioner for Cleveland (CFO | an overarching Code of
Governance of PCC) we noted there was no Statement or Code of | Corporate Governance
= Code of Corporate Governance Corporate Governance in place. The CFO of PCC which details the
advised that there were a range of documents which | governance arrangements
= Scheme of Corporate covered these areas including: Financial Regulations, |in place.
Governance Financial Management Code of Practice, Contract

Standing Orders and Whistle Blowing Policy. However
an overarching Statement/Code had not been
produced by the CFO of the PCC.

Failure to document the governance arrangements in
place may lead to the PCC failing to receive the
appropriate information they require to discharge their
duties.

in place which are in line with the
APACE Corporate Governance
Framework.
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Police and Crime Commissioner for Cleveland 1 Districts/BCU's
Cleveland Police 4.12/13

1 EXECUTIVE SUMMARY

1.1 Introduction

An audit of Districts/BCU's was undertaken as part of the approved internal audit periodic plan for
2012/13.

Each district has a District Liaison Manager (DLM) who is responsible for the day to day operations
of the district including: cash collection, petty cash and the storage of seized cash.

IRIS is the information record system used by the Force to record details surrounding seized:
firearms, property, drugs and cash. All staff throughout the force have access to IRIS providing they
have received the appropriate training. To receive training staff must first submit a business case
which is authorised by their Line Manager. Once staff have received training they are granted access
by the Force Intelligence Bureau (FIB).

At the Hartlepool district, there are four members of staff who have access to IRIS; the DLM, his
Deputy, the Research Officer and the Problem Solving Coordinator. At the Stockton district, there
are three members of staff who have access to IRIS; the DLM, the Research Officer and the PA. All
members of staff have the same level of access.

1.2 Conclusion

Taking account of the issues identified, the Police and Crime
Commissioner and the Force cannot take assurance that the
controls upon which the organisation relies to manage this
area are suitably designed, consistently applied and effective.

Action needs to be taken to ensure risks in this area are
managed.

The above conclusions feeding into the overall assurance level are based on the evidence obtained
during the review. The key findings from this review are as follows:

Design of control framework
At the time of the audit the following controls were in place in both Hartlepool and Stockton districts:
= The Standing Financial Instructions (SFI's) detail the Cash Collection procedures.

" There is a procedure in place which details the roles and responsibilities of the District Liaison
Managers (DLM's).

" Access to the IRIS information record system is restricted to those members of staff who have
attended the IRIS system training course.

" A requisition is raised for a purchase and sent to the relevant budget holder for approval before
a purchase order is generated and an email sent to the supplier. Goods received are receipted
on Oracle. The invoice is checked to the goods receipted and then processed for payment.

" A banking sheet is completed for the district. On receipt of cash/cheque a receipt is issued and
the receipt number is recorded on the banking sheet. Cash is paid into the NatWest bank
account by the DLM. Treasury reconcile the income account where all cash is receipted.

" Petty cash is paid out on the receipt of an A05.01c form. Reimbursements are supported by
relevant vouchers and receipts. Petty cash vouchers are authorised by the DLM, Deputy DLM,
Inspector or Business Partner. The recipient signs the form to confirm they have received the
petty cash from the district

RSM Tenon
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" Access to the safes is restricted to five Response Inspectors, the DLM and their Deputies. The
safe is kept locked and only authorised personnel have access to unlock it when necessary.

" Seized cash is logged on IRIS, which details: the barcode; the details of the seized cash; the
amount of cash seized; and the current location of the seized cash.

" When property is seized it is tagged with a barcode and IRIS is updated to reflect this.
Arrangements are made for the property to be collected by Reliance who is responsible for the
secure storage of the property. Reliance picks up seized property from the districts on a daily
basis.

" When drugs have been seized, the police officer completes the record on IRIS. The drugs are
stored in the drug store until the next course of action has been decided.

" Seized firearms are made safe, recorded on IRIS and stored in the firearms cupboard until
further arrangements are made.

= Removal of any item of seized property, cash, drugs, firearms from the store must be recorded
on IRIS.

We have raised one recommendation with regards to the design of the control framework.:

" Petty cash within the Stockton district is higher than necessary and therefore should be
reduced.

Application of and compliance with control framework

" The DLM procedure was reviewed and it was confirmed that it details the responsibilities of
DLM's with regards to districts. The procedure was last updated on 30" August 2012.

" For all seven members of staff tested who had access to IRIS, evidence was obtained from
the training course database that they had attended the IRIS training course before they were
granted access to the system.

= Purchases: In all 30 cases, a requisition had been raised, authorised by the relevant budget
holder and a purchase order had been generated.

= Payments: In 13 cases, the goods had been receipted on the system. An invoice had been
received for nine of the 13 cases and four of these nine cases had been paid. For the five
remaining cases with an invoice the payment was not yet due. For four cases where goods
had been receipted, an invoice had not yet been received and as a result payment was not yet
due. For the remaining 17 cases, the goods had not yet been received.

" Cash collection: For all ten cases from Hartlepool and all ten cases from Stockton: a banking
sheet had been completed, a receipt had been provided for the cash item, the receipt number
agreed to the banking sheet, confirmation had been received from the bank to confirm the
money had been paid into the income account and the cash was banked in a timely manner.

" Petty Cash: For all ten cases from Hartlepool and all ten cases from Stockton: a receipt was
attached to the petty cash claim form prior to payment, they had been appropriately authorised,
the individual who made the claim had signed the petty cash form to confirm they had received
the petty cash payment and the Petty Cash Voucher had been entered onto the Petty Cash
Monitoring Sheet.

] The safes were locked at all times and access was restricted.

" Seized Cash: For all ten cases from Hartlepool and all ten cases from Stockton, seized cash
been entered onto IRIS, the barcode agreed to IRIS and the current location specified was
correct.

We have raised four recommendations with regard to the application of the control framework as a
result of the following issues:

" The Polaris system used to record all seized vehicles is not updated by the storage garages to
show that the location of the vehicle has changed, when the vehicles have been transferred for
disposal. The system is only updated once confirmation is received that the vehicles have
actually been sold or scrapped, which could be weeks later.

RSM Tenon
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] Periodic reconciliations were not carried out to check the items that should have been held in
the transit store according to IRIS, were actually held in the transit store.

" IRIS had not been updated with full and accurate descriptions of seized items or with sufficient
information to reflect the current location of seized property, drugs and firearms; this included
whether items had been disposed of.

The audit identified discrepancies at both the Hartlepool and Stockton districts between the actual
seized property, drugs and firearms held in the transit stores and what was recorded on IRIS as
being held in the transit store.

From the sample of 60 seized items, shown in IRIS as held in the transit stores at Hartlepool and
Stockton, only 27 could be accounted for during our initial visit in October 2012. Of the remaining 33
items; 21 were drugs or firearms and further audit testing was carried out to establish the location of
these items. Subsequent investigations and audit visits in March and April 2013 established that of
the 21 drugs or firearms which could not be located at the districts during our initial visit;

e 12 had been disposed of (either prior to or following the initial audit visit) and evidence was
provided which confirmed this to be the case, including the location of the item at the time of
our visit where it had not yet been destroyed. Our conclusion is therefore that IRIS had not
been correctly updated to show that the items had been destroyed.

e Two firearms had been returned to the owners prior to the initial audit visit and evidence was
provided to audit which confirmed this to be the case. Our conclusion is therefore that IRIS
had not been correctly updated to show that the items were no longer held by Cleveland
Police.

e Three items were still held and this was verified by audit. Our conclusion is that at the time
of our initial visit the items were held in a different location at the district or had been
removed by an Officer as part of an on-going investigation, but IRIS had not been updated
to reflect this.

e For the remaining four items we were provided with explanations as to why these could not
be located, however we were unable to obtain sufficient evidence in order to fully validate
these explanations.

1.3 Scope of the review

The scope of this review was to:

= Evaluate the adequacy of risk management and control within the system and the extent to
which controls have been applied, with a view to providing an opinion; and

= Confirm that control activities are put in place to ensure that risks to the achievement of the
organisation’s objectives are managed effectively.

When planning the audit, the following areas for review and limitations were agreed:

Areas for review:

" Authorisation of purchases and expenditure.
" Cash Collection.

. Petty Cash.

" Safe control.

" Control over seized property and cash.

" Control over seized drugs, firearms and vehicles

RSM Tenon
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We selected samples of the following from each District:
" 10 items of seized property.

= 10 Items of seized cash.

" 10 items of seized drugs.

= 10 seized firearms.

Limitations to the scope of the audit:

" This audit was performed on a sample basis; therefore we have not provided assurance
regarding the completeness or validity of all transactions.

" This audit has not examined budgetary control at district level as this will be tested as part of a
specific Budgetary Control audit.

= This audit has not examined the banking arrangements at district level as this will be tested as
part of a specific Cash Collection audit.

= This audit was limited to examination of records pertaining to Hartlepool and Stockton Districts.

The approach taken for this audit was a System-Based Audit.

1.4 Recommendations Summary

The following tables highlight the number and categories of recommendations made. The Action
Plan at Section 2 details the specific recommendations made as well as agreed management
actions to implement them.

Recommendations made during this audit:

Our recommendations address the design and application of the control framework as follows:

Priority
Medium
Design of control framework 0 0 1
Application of control framework 1 3 0
Total 1 3 1
RSM Tenon
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2

ACTION PLAN

Priority

Description
High
Medium

Low

The priority of the recommendations made is as follows:

Recommendations are prioritised to reflect our assessment of risk associated with the control weaknesses.

Districts/BCU's
4,12/13

Suggestion
to consider.

These are not formal recommendations that impact our overall opinion, but used to highlight a suggestion or idea that management may want

Recommendation Categorisation  Accepted Management Comment Implementation Manager
(YIN) Date Responsible

1.1a | Each District should perform a | High Y Such reconciliations have taken | August 2013 ACC White

reconciliation between the information place from time to time. Whilst

logged on IRIS and the goods held in the they have not always been

transit store. Any discrepancies should be successful, they do represent

investigated immediately and the IRIS good practice. The Property

records updated as necessary. Store User Group will develop a

requirement to be driven via the

As part of this exercise the districts MPR process as part of their

should ensure that IRIS contains full and work in re-writing the Force’s

accurate descriptions of all items held. property management guide.
1.1b | On a periodic basis, a sample check | Medium Y Agreed. August 2013 ACC White

should be performed on items held in the

store and items recorded on IRIS as held

in the store. Any items not recorded

correctly should be investigated and

action taken as appropriate.

RSM Tenon
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Police and Crime Commissioner for Cleveland
Cleveland Police

4.12/13

Ref Recommendation Categorisation  Accepted Management Comment Implementation Manager
(YIN) Date Responsible
1.1c | Staff should be reminded of the protocols | pedium Y Work is ongoing through Central | August 2013 ACC White
for updating IRIS and the importance of Property Store User Group to
ensuring that the records are fully and produce a new property handling
completely up to date in order to ensure manual/guide in partnership with
the trail of evidence remains intact. Tascor and Steria. Oon
completion, new guidance will be
issued.

1.2 Cleveland Police should ensure that | Medium Y Project | will investigate this Immediate Service Delivery
Polaris is updated by the garage to reflect further with the scheme operator Manager, Project |
that the seized vehicle has been collected (AA) and Steria (scheme liaison
for disposal as soon as it is collected. is outsourced). It is thought this

may be a contractual
requirement which can be
reinforced.

25 The Stockton District should review the | Low Y Steria will be asked to conduct a | Immediate Service  Delivery
volume of the petty cash transactions and review and report. manager, Project |
determine whether the £18,000 float
could be reduced.

RSM Tenon
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Cleveland Police

3 FINDINGS AND RECOMMENDATIONS

Districts/BCU's

4.12/13

This report has been prepared by exception. Therefore, we have included in this section, only those areas of weakness in control or examples of lapses in
control identified from our testing and not the outcome of all audit testing undertaken.

Controls (actual and/or

missing)

Adequate
Design
(yes/no)

Test Result / Implications

Recommendation

Categorisation

Area 1: Hartlepool District

1.1 |Seized property, drugs and
firearms are logged on IRIS by the
seizing Police Officer. This
includes:

= The barcode;

= The details of the seized item;

= The type of
property/drugs/firearm seized;
and

= The current location of the
seized item.

Yes

For a sample of ten items of seized property, ten
seized drugs and ten seized firearms we were able
to confirm that in all instances the details on IRIS
were complete including the location of the property.

However, on visiting the transit store with the DLM
and subsequent investigations and visits in March
and April 2013 we established the following:

Four of the items of seized property shown
on IRIS as held in the transit store could not
be located;

Six drugs had been destroyed but IRIS had
not been updated to reflect this;

Three drugs could not be located. We were
provided with assurance that these had
been destroyed however evidence was not
available to confirm this.

One firearm had been destroyed, two had
been returned to the owners and one had
been transferred to the armoury for
destruction, but IRIS had not been updated
to reflect this; and

Each  District  should
perform a reconciliation
between the information
logged on IRIS and the
goods held in the transit
store. Any discrepancies
should be investigated
immediately and the IRIS
records updated as
necessary.

As part of this exercise
the districts should ensure
that IRIS contains full and
accurate descriptions of
all items held.

High

On a periodic basis, a
sample check should be
performed on items held
in the store and items
recorded on IRIS as held
in the store. Any items not
recorded correctly should
be investigated and action

Medium

——
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Districts/BCU's
4,12/13

Police and Crime Commissioner for Cleveland 8
Cleveland Police

Controls (actual and/or Adequate Recommendation
Design

(yes/no)

Test Result / Implications Categorisation

missing)

e One firearm could not be located during our

taken as appropriate.

the police officer contacts the
control room informing them of the
vehicle to be seized and the
reason behind the seizure. The
control room then contacts the AA
who then contacts the local
garage. The garage are then
responsible for arranging for the
vehicle to be picked up and stored
until it is to be released.

selected from the Polaris records and the garages
visited in order to confirm that the vehicles were still
held and that details recorded on Polaris were
correct.

= Five vehicles were no longer held at the garages
as they had been collected for disposal but Polaris
had not been updated to reflect this.

= One vehicle had been stolen from the garage but
Polaris had not been updated to reflect this.
Evidence was retained to confirm the car was

ensure that Polaris is
updated by the garage to
reflect that the seized
vehicle has been
collected for disposal as
soon as it is collected.

initial visit.  We were informed that the ) )
frearm had subsequently been located |St@ff should be reminded | Medium
however the firearm did not match the |Of the  protocols — for
description on IRIS. It was therefore unclear |YPdating IRIS and the
whether this was the correct firearm and the |ImPortance of —ensuring
IRIS description is incorrect, or whether this | that the records are fully
was not the correct firearm. and completely up to date
in order to ensure the trail
In addition, we noted that the information logged on Jof evidence remains
IRIS lacked detailed descriptions of the items seized. |intact.
There is a risk that seized items may be misplaced if
IRIS is not updated to reflect their current location or
include a sufficient detailed explanation. This could
then impact on the outcome of criminal cases if the
property is to be used as evidence but cannot be
found or if the trail of evidence is not intact. It could
also damage the reputation of the Force and the
Office of the Police and Crime Commissioner.
1.2 |When a vehicle is to be seized, |Yes A sample of ten vehicles held at two garages were | Cleveland Police should | Medium

——
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Police and Crime Commissioner for Cleveland 9 Districts/BCU's
Cleveland Police 4.12/13

Controls (actual and/or Adequate Test Result / Implications Recommendation Categorisation

missing) Design
(yes/no)

This information is stored on stolen.

polaris and the system Is updated The garages confirmed that Polaris is not updated to
to reflect the progress of the show that the vehicle has been transferred for
venicle. disposal until the vehicle is actually sold or scrapped.

An email is received by the garage containing a
spread sheet showing the cars which have been sold
or scrapped and this is then used to update Polaris.

There is a risk that seized vehicles may be
misplaced if Polaris is not updated to reflect the
current location i.e. at the garage or with the disposal
company. This could then impact on the outcome of
cases if the vehicles are to be used as evidence but
cannot be found, or if the evidence trail is not intact.

Area 2: Stockton District

2.1 |Seized property, drugs and |Yes For a sample of ten items of seized property, ten |See 1.1 N/A
firearms are logged on IRIS by the seized drugs and ten seized firearms we were able
seizing Police Officer. This to confirm that in all instances the details on IRIS
includes: were complete including the location of the property.
= The barcode; However, on visiting the transit store with the DLM

and subsequent investigations and visits in March

" The details of the seized item; and April 2013 we established the following:

= The type of : :
! . e Four of the items of seized property shown
g:\c()jperty/drugs/flrearm seized; on IRIS as held in the transit store could not

be located;
= The current location of the

seized item. e Two items were of seized property were

located in the store which were not logged
on IRIS;

e Three drugs had been destroyed and two

RSM Tenon
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Districts/BCU's
4,12/13

Police and Crime Commissioner for Cleveland 10
Cleveland Police

Recommendation Categorisation

Controls (actual and/or

Adequate
Design
(yes/no)

Test Result / Implications
missing)

had been transferred to the central store at
North Ormesby, but IRIS had not been
updated to reflect this; and

e Two firearms had been destroyed, but IRIS
had not been updated to reflect this.

There is a risk that seized items may be misplaced if
IRIS is not updated to reflect its current location or
include a sufficient detailed explanation. This could
then impact on the outcome of criminal cases if the
property is to be used as evidence but cannot be
found or if the trail of evidence is not intact. It could
also damage the reputation of the Force and the
Office of the Police and Crime Commissioner.

District | Low

25 |petty cash within the Stockton

district is made up of cash floats,
vouchers and a bank account
balance.

Yes

The value of the petty cash in place within the
Stockton district is £18,000, this is made up of cash
floats, vouchers and a bank account balance. The
DLM advised that the amount of petty cash could be
reduced at the Stockton district as the transactions
dealt with at Stockton are of a much lower level

The  Stockton
should review the volume
of the petty cash
transactions and
determine whether the
£18,000 float could be
reduced.

——
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Office of the Police and Crime Commissioner for Cleveland

Cleveland Police

Internal Audit Progress Report
Joint Audit Committee Meeting: 16 May 2013





Introduction

The internal audit plan for 2012/13 was approved by the Audit and Internal Control Panel on 12 June 2012. This
report provides an update on progress against that plan and summarises the results of our work to date.

Summary of Progress against the Internal Audit Plan

During this period we have issued the following final reports which are summarised below:
Compliance with Standing Orders

Governance — Post PCC Election Review

District/ BCU'’s

Assignment Actions Agreed (by priority)

Status Opinion : )
Reports considered today are shown in italics P ngh Medium Low

Audits to address specific risks

Project Management — New HQ Audit deferred

Business Continuity Planning Final report 2 4 2
Perfqrmance Management/Data Audit deferred

Quality

Management of the Steria Contract Draft report

Compliance with Standing Orders Final report Green 0 1 0
Gov_ernance — Post PCC Election Final report e 0 0 1
Review

Risk Management — Risk Maturity Final report Advisory 1 5 0

Compliance with Without Fear or
Favour

Audit deferred at the request of the ACO and Chief Constable.

VAT Audit deferred to 2012/13
Key Flnar)c_lal Controls and Budgetary Final Report Green 0 0 0
Control Visit 1
Key Financial Controls and Budgetary .
Control Visit 2 Final Report Green 0 0 0
Cash Collection and Petty Cash Final Report Amber/Green 0 2 3
District / BCU’s Final Report _ 1 3 1
Transitional Arrangements - Advisory - - -
Follow Up — August 2012 Final Report Crooil 0 1 0

Progress
Follow Up — February 2013 Final Report Ciooi] 0 1 0

Progress

1
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Other Matters
Planning and Liaison:
The following audits are in the process of being completed:

= Management of the Steria Contract: The fieldwork is complete.

The following liaison meetings have been held:

*  We met with External Audit on 8" January 2013 to discuss progress for the year to date and where reliance could
be placed upon the work that we have completed.

=  We met with the Police and Crime Commissioner (PCC) on 11" February 2013. This was an introduction meeting
and further meetings will be held with the PCC and staff from the Office of the PCC to discuss the audit plan for
2013/14 over the coming weeks.

=  We met with ACC White and the ACO Finance and Commissioning on 14" and 16" January 2013 to discuss
progress for the year to date and the reports that are currently in draft. ACC White agreed to provide responses to
the Business / Service Continuity Planning and Risk Management Reports and we agreed to undertake further
work on the findings included within the Districts / Sub Units Report.

Internal Audit Plan 2012/13 - Change Control:
There has been no change to the content of the Audit Plan for 2012/13.
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Assurance on Design of Controls / Compliance with Controls:

Bl

Red

Design of Controls
Amber

refe 7

Green Amber Red

Green

Compliance with Controls

Key Financial Controls and Budgetary Control Visit 1

Cash Collection and Petty Cash

Follow Up — August 2012

Business Continuity Planning

Key Financial Controls and Budgetary Control Visit 2

Follow Up — February 2013

Compliance with Standing Orders

Governance — Post PCC Election Review

District/ BCU'’s

The matters raised in this report are only those which came to our attention during our internal audit work and are not necessarily a comprehensive statement of all the
weaknesses that exist, or of all the improvements that may be required. Whilst every care has been taken to ensure that the information provided in this report is as
accurate as possible, based on the information provided and documentation reviewed, no complete guarantee or warranty can be given with regard to the advice and
information contained herein. Our work does not provide absolute assurance that material errors, loss or fraud do not exist.

This report is prepared solely for the use of members and senior management of the Police and Crime Commissioner for Cleveland and Cleveland Police. Details may
be made available to specified external agencies, including external auditors, but otherwise the report should not be quoted or referred to in whole or in part without prior
consent. No responsibility to any third party is accepted as the report has not been prepared, and is not intended for any other purpose.

© 2012 RSM Tenon LimitedThe term "partner” is a title for senior employees, none of whom provide any services on their own behalf.
RSM Tenon Limited is a subsidiary of RSM Tenon Group PLC. RSM Tenon Group PLC is an independent member of the RSM International network. The RSM

International network is a network of independent accounting and consulting firms each of which practices in its own right. RSM International is the brand used by the
network which is not itself a separate legal entity in any jurisdiction.
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RSM Tenon Limited (No 4066924) is registered in England and Wales. Registered Office 66 Chiltern Street, London W1U 4GB. England
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Police & mmis veland and Cleveland
Force
Internal Audit Strategy

2013/2014

nted at the Joint Audit Committee meeting of:

16" May 2013

Patrick Green
Head of Internal Audit






1 INTRODUCTION
This document sets out the approach we have taken to develop your internal annual plan for 2013/14.

1.1 Role of Internal Audit

Internal auditing is an independent, objective assurance and consulting activity designed to add value
and improve an organisation’s operations. It helps an organisation accomplish its objectives by
bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk
management, control and governance processes.

(Definition of Internal Audit: Chartered Institute of Internal Auditors)

From 1 April 2013, internal auditors in the public sector are required to work to the Public Sector Internal
Audit Standards (PSIAS), which are based on the International Standards for the Professional Practice
of Internal Auditing published by the Institute of Internal Auditors and which also adopt the institute’s
definition of internal auditing and code of ethics.

In line with these requirements, we perform our internal audit work with a view to reviewing and
evaluating the risk management, control and governance arrangements that the organisation has in
place, focusing in particular on how these arrangements help the Cleveland Office of the Police and
Crime Commissioner and Cleveland Force to achieve its objectives. The opinion may also be used by
the Police and Crime Commissioner (PCC) and the Chief Constable, to support their Annual
Governance Statement. This is achieved through a risk-based plan of work, agreed with management
and approved by the Joint Audit.Committee.

In line with the Financial Management Code of Practice published by the Home Office, both the PCC
and Chief Constable must have an internal audit service, and there must be an audit committee in place
(which can be joint). To support this, we have developed one internal audit plan, which reflects our view
of the audit needs for the coming year, and which maps each assurance assignment to the PCC, the
Chief Constable; or reflects where an assurance may be of particular benefit to both.

2 DEVELOPING THE INTERNAL AUDIT STRATEGY
2.1 Issues influencing Internal Audit coverage

The organisation’s priorities identified within the Police and Crime Plan are the starting point in the
development of our strategy for delivery of internal audit services.

We have considered our previous work and findings on your risk management processes and consider
that we can place reliance on your risk registers / assurance framework to inform the internal audit
strategy.

Appendix A reflects the range of potential issues that may affect the PCC and Chief Constable. These
were used to focus our conversations with the senior management team on where our work would be
most effective.

In preparing your strategy and more detailed operational plan we have met with:
= Chief Constable (Force)

= Finance Officer (PCC)

= Chief Executive (PCC)

The detailed annual plan for 2013/14 set out at Appendix B.

As well as assignments designed to provide assurance or advisory input around specific risks, the
strategy includes:

RSM Tenon
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= afollow-up allocation, which will be utilised to assess the degree of implementation achieved in
relation to recommendations agreed by management during the prior and current financial year and
will serve to inform the adequacy of the organisation’s own recommendation tracking process; and

= an audit management allocation, used at Partner and Manager level for quality control, client and
External Audit liaison and for preparation for and attendance at Joint Audit Committee.

2.2 Working with other assurance providers

We intend to meet with the External Auditors to confirm the scope of the work in the areas of financial
control to ensure they can continue to place their planned level of reliance on our work for 2013/2014.

The Joint Audit Committee are reminded that internal audit is only one source of assurance and through
the delivery of our plan we will not, and do not, seek to cover all risks and processes relevant to the
PCC and the Constabulary. We will however seek to work closely with other assurance providers, such
as External Audit to ensure that duplication is minimised.and a suitable breadth of assurance obtained.

3 INTERNAL AUDIT RESOURCES

3.1 Your Internal Audit Team
Your internal audit team is led by Patrick Green as Head of Internal Audit.
Your Interim Manager is Angela Ward and Sue Turner is the Senior Manager.

We are not aware of any relationships that may affect the independence and objectivity of the team, and
which are required to be disclosed under auditing standards.

3.2 Internal Audit Fees
The fee for your internal audit service for 2013/14 is £51,825.

4 CONSIDERATIONS FOR THE JOINT AUDIT COMMITTEE

= Does the detailed internal audit plan for the coming financial year (as set out at Appendix B) reflect
the areas that the Joint Audit Committee believes should be covered as priority?

= |s the Committee satisfied that sufficient assurances are being received by the Organisation to
monitor the organisation’s risk profile effectively, including any emerging issues / key risks (see
Appendix A) not included in our annual plan?
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APPENDIX A:

ISSUES AFFECTING THE SECTOR

The chart below reflects some of the current issues facing the organisation. Those topics which have been
highlighted (in purple) are those where internal audit coverage is planned in the coming year.

Police and Crime Commissioner for Cleveland
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APPENDIX B:

INTERNAL AUDIT PLAN 2013/2014

Internal Audit Coverage

Internal
Audit

Approach

Audit
Sponsor

Proposed
Timing

Joint Audit
Committee

Governance —
Financial
Governance

With the Home Office FMCoP in
place, it seems timely to
complete a review to provide
assurance that all bases are
covered by the PCC /OPCC

Risk Based

OPCC &
Force

Q2

December 2013

ICT

It is intended to include an
allocation to attend working
groups, as a ‘critical friend’ to
provide advice, guidance and
challenge, specifically in relation
to the Agile project

Advisory

OPCC &
Force

As required

A quarterly
update will be
provided at each
Joint Audit
Committee, as
appropriate

Partnerships

The review will provide
assurance that there are robust
partnership links but in addition
provide assurance that there is a
mechanism in place for holding
to account and measuring
outcomes. It is thought that the
review will specifically focus on
ADD Action (the partnership that
has received the most financial
funding for 2013/14).

Assurance — Key
Controls

OPCC

Q3

March 2014

Data Protection —
Follow Up

The review will provide
assurance that the
recommendations from the
Force internal review / report
have been appropriately
addressed and implemented

Follow Up

Force

Q4

June 2014

Service
Continuity
Planning

The review will provide
assurance that the
recommendations from the
internal audit report from
2012/13, have been
appropriately addressed and
implemented

Follow Up

OPCC &
Force

Q3

March 2014

Additional
Payments

The review will provide
assurances that the controls and
governance arrangements are in
place to ensure that additional
payments are appropriately
made, authorised and
processed.

Risk Based

Force

Q2

December 2013

Culture

This review will consider the
impact of the restructure to the
Organisation, specifically in
relation to the Organisational
Culture

Advisory

Force

Q2

December 2013

Attendance
Management

Sickness absence is currently
the biggest threat identified to

Risk Based

Force

Q1

September 2013
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the maintenance of an efficient
and productive workforce. An
audit will take place to look at
the effectiveness of the policy,
sickness patterns and
comparisons across the Force
(both staff and officers)

Steria Contract

The review will provide
assurance that the
recommendations from the
internal audit report from
2012/13, have been
appropriately addressed and
implemented

Follow Up

Force

Q3

March 2014

Risk
Management

Review of the Risk Management
arrangements of the PCC and
the Force to provide assurance
that there is a robust and
effective process in place

Assurance

OPCC &
Force

Q3

March 2014

Financial
Planning

The audit will consider the
budget setting arrangements in
place to provide assurance that
they are appropriate and in
addition, will confirm that the
assumptions being made, as
part of the budget setting
process, are robust, reliable and
relevant

Assurance

OPCC &
Force

Q2

December 2013

Payroll &
Expenses

e Starters;

e Leavers;

e Changes to contract details;
o Expenses;

e Payment authorisation; and
e Reporting

Key Financial
Controls

OPCC &
Force

Q3

March 2014

Procurement

e Authorised Supplier listings;
e Tendering & Quotations;
e Contract Management

Key Financial
Controls

OPCC &
Force

Q3

March 2014

Ordering, Receipt
& Creditor
Payments

e Placing of orders;

e Confirmation of goods being
received,;

e Authorisation of Invoices;

e Preparation and

authorisation of payment
runs

Key Financial
Controls

OPCC &
Force

Q3

March 2014

VAT**

To provide assurance that core
requirements are being met

Advisory

Force

Q1

September 2013

Training

To provide training to the
members of the Joint Audit
Committee, as appropriate

Advisory

OPCC &
Force

As required

As required

Follow Up

To meet internal auditing

Follow up review

OPCC &

January

March 2014
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standards and to provide Force 2014
management with ongoing
assurance regarding
implementation of

recommendations
Management This will include: OPCC & | Ongoing As used
=  Annual planning. Force

=  Preparation for, and
attendance at, Joint Audit
Committee meetings.

= Regular liaison and
progress updates.

= Ljaison with external audit.

= Preparation of the annual
internal audit opinion

**The allocation has been brought forward from 2012/13.

Whilst every care has been taken to ensure that the information provided in this report is as‘accurate as possible, based on the information provided and documentation reviewed, no

complete guarantee or warranty can be given with regard to the advice and information contained herein. Our work does not provide absolute assurance that material errors, loss or fraud do
not exist.

This report, together with any attachments, is provided pursuant to the terms of our engagement. The use of the report.is solely for internal purposes by the management and Board of our
client and, pursuant to the terms of the engagement, it should not be copied or disclosed to any third party or otherwise quoted or referred to, in whole in part, without our written consent. No
responsibility to any third party is accepted as the report has not been prepared, and is not intended for any other purpose.

© 2012 - 2013 RSM Tenon Limited
The term "partner” is a title for senior employees, none of whom provide any services on their own behalf.

RSM Tenon Limited is a subsidiary of RSM Tenon Group PLC. RSM Tenon Group PLC is an independent member of the RSM International network. The RSM International network is a

network of independent accounting and consulting firms each of which practices in its own right. RSM International is the brand used by the network which is not itself a separate legal entity
in any jurisdiction.

RSM Tenon Limited (No 4066924) is registered in England and Wales. Registered Office 66 Chiltern Street, London W1U 4GB. England
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Police and Crime Commissioner for Cleveland Compliance with Standing Orders
Cleveland Police 11.12/13
CONTENTS
Section Page
Executive Summary 1
Action Plan 3
Findings and Recommendations 4
Debrief meeting NA Auditors lan Wallace, Partner
Draft report issued 23 April 2013 Sue Turner, Senior Manager
Responses received 2 May 2013 Claire Wood, Senior Auditor

Leanne Brook, Auditor

Final report issued 3 May 2013 Client sponsor | Assistant Chief Officer (Finance &
Commissioning)
Distribution Kate Rowntree, Executive Staff
Officer

8 This review has been performed using RSM Tenon’s bespoke internal audit methodology, i-RIS.

MR

i internal audit differol

The matters raised in this report are only those which came to our attention during our internal audit work and are not necessarily a
comprehensive statement of all the weaknesses that exist, or of all the improvements that may be required. Whilst every care has
been taken to ensure that the information provided in this report is as accurate as possible, based on the information provided and
documentation reviewed, no complete guarantee or warranty can be given with regard to the advice and information contained
herein. Our work does not provide absolute assurance that material errors, loss or fraud do not exist.

This report is prepared solely for the use of the Police and Crime Commissioner for Cleveland and senior management of
Cleveland Police. Details may be made available to specified external agencies, including external auditors, but otherwise the
report should not be quoted or referred to in whole or in part without prior consent. No responsibility to any third party is accepted
as the report has not been prepared, and is not intended for any other purpose.

© 2010 - 2012 RSM Tenon Limited

The term "partner” is a title for senior employees, none of whom provide any services on their own behalf.

RSM Tenon Limited is a subsidiary of RSM Tenon Group PLC. RSM Tenon Group PLC is an independent member of the RSM
International network. The RSM International network is a network of independent accounting and consulting firms each of which

practices in its own right. RSM International is the brand used by the network which is not itself a separate legal entity in any jurisdiction.

RSM Tenon Limited (No 4066924) is registered in England and Wales. Registered Office 66 Chiltern Street, London W1U 4GB.
England
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Police and Crime Commissioner for Cleveland 1 Compliance with Standing Orders
Cleveland Police 11.12/13

1 EXECUTIVE SUMMARY

1.1 INTRODUCTION

An audit of Compliance with Standing Orders was undertaken as part of the approved internal audit
periodic plan for 2012/13.

Standing Orders are in place that reflect the policies and the requirements of current legislation. The
aim of the Standing Orders is to provide help and guidance to staff as and when needed. They are
mandatory and must be complied with at all times.

We were asked to conduct an audit to assess the compliance with the Standing Orders for areas of
the orders whereby we have not conducted an audit within the last two years or have not previously
provided assurance in that area. The areas of the Standing Orders not covered as part of this
review had been covered by the following audits:

Budgetary Control 07.2010/11: Substantial Assurance;
Purchasing and Payment 03. 2011/12: Substantial Assurance;
Key Financial Control 05.2011/12: Substantial Assurance;
Payroll and Expense 06.2011/12: Substantial Assurances.

1.2 CONCLUSION

Taking account of the issues identified, the Police and Crime
Commissioner for Cleveland and Cleveland Police Force can
take substantial assurance that the controls upon which the
organisation relies to manage this area are suitably designed,
consistently applied and effective

The above conclusions feeding into the overall assurance level are based on the evidence obtained
during the review. The key findings from this review can be found in Section 3: Findings and
Recommendations.

1.3 SCOPE OF THE REVIEW

To evaluate the adequacy of risk management and control within the system and the extent to which
controls have been applied, with a view to providing an opinion. When planning the audit, the
following controls for review and limitations were agreed:

Areas for review:
" The areas that will be covered during this review are detailed in Appendix 1.

= Note: All other areas have been covered as part of other internal audit assignments.
Limitations to the scope of the audit:
= This audit has cover only those areas documented in Appendix 1.

" We met with appropriate staff to confirm that policies and procedures are in existence and
have been disseminated.

" Where appropriate, we undertook sample testing to confirm that Standing Orders are being
applied.

" Any testing that we completed was on a sample basis only therefore we have not provided
assurance that Standing Orders are complied with all instances.

The approach taken for this audit was a System-Based Audit.
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Police and Crime Commissioner for Cleveland 2 Compliance with Standing Orders
11.12/13

Cleveland Police

1.4 RECOMMENDATIONS SUMMARY

The following tables highlight the number and categories of recommendations made. The Action
Plan at Section 2 details the specific recommendations made as well as agreed management

actions to implement them.

Recommendations made during this audit:

Our recommendations address the design and application of the control framework as follows:

Priority

Medium
Design of control framework 0 0 0
Application of control framework 0 1 0
Total 0 1 0
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Compliance with Standing Orders

Police and Crime Commissioner for Cleveland 3
11.12/13

Cleveland Police

2 ACTION PLAN

The priority of the recommendations made is as follows:

Priority Description

High
Medium Recommendations are prioritised to reflect our assessment of risk associated with the control weaknesses.

Low

These are not formal recommendations that impact our overall opinion, but used to highlight a suggestion or idea that management may want
to consider.

Suggestion

Recommendation Categorisation  Accepted Management Comment Implementation Manager
(YIN) Date Responsible
22 The Counter Fraud and Corruption Policy | Medium Y Both of these policies are | End June 2013 Information Security
and the Whistle Blowing Policy should be currently being reviewed and will Officer
communicated to all staff by Lead be communicated to all staff
Business Partners. once agreed.
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Police and Crime Commissioner for Cleveland 4 Compliance with Standing Orders
Cleveland Police 11.12/13

3 FINDINGS AND RECOMMENDATIONS

This report has been prepared by exception. Therefore, we have included in this section, only those areas of weakness in control or examples of lapses in
control identified from our testing and not the outcome of all audit testing undertaken.

Controls (actual and/or Adequate Test Result / Implications Recommendation Categorisation
missing) Design
(yes/no)
1 The Lead Business Partners for: Yes All lead business partners have access to the SFI's | No recommendation | NA
electronically. made
1) Finance;

2) Business Support;

3) Employee Services;

4) Procurement and Fleet; and

5) Training and Administration.
have each been provided with a

copy of the Standing Financial
Instructions (SFI).

2 The Lead Business Partner |Yes Through discussions with the Lead Business Partner | No recommendation | NA
Finance has disseminated to the Finance, we noted that: made
Business Partners and

= the annual schedule of reports for the Executive

Management Accountanis — ihe and PCC can be obtained from the Executive

framework for the monitoring and

reporting of capital and revenue Staff Officer,

expenditure.  This included the = the role and responsibilities for the month end
following: closure is the month end procedures;

= The annual schedule of = monthly budget clinics are held with the budget

reports for the Executive and

RSM Tenon
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Controls (actual and/or Adequate Test Result / Implications Recommendation Categorisation

missing) Design
(yes/no)

PCC; holders;

= monthly budget clinics are held to review

= Their roles and responsibilities forecast outiurn projections:

in the month end closure of

the ledger; = the deadline for month end returns is the

fifth/sixth working after the month end; and

= The requirement to hold
monthly meetings with Budget
Holders to review;

= the monitoring of action plans/variances takes
place at the budget clinics.

We met with the Lead Business Partners and noted

= Monitor, provide monthly the following:

forecast outturn projections;

= The Lead Business Partner Business Support
advised that they were not provided with a copy of
the framework however they were aware of the
deadlines due to their time working for the Force.

= The deadlines for month end
returns; and

= The monitoring of action plans

and variances. = Through discussions with the Lead Business

Partner Procurement and Fleet they advised that
the Lead Business Partner Finance and Head of
Finance gave a presentation regarding the key
dates prior to the commencement of the capital
budget clinics.

3 All income and expenditure is |Yes We were advised by the Management Accountant |No recommendation | NA
recorded in the Authority's that the Chart of Accounts amendment forms are |raised
integrated Financial Management completed by the raiser and sent to either the Head
System (Oracle). of Finance, Deputy Head of Finance or the Lead

Business Partner Finance for approval.

A key component of the financial Once approved the form is sent to the Management

RSM Tenon
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Controls (actual and/or Adequate Test Result / Implications Recommendation Categorisation
missing) Design
(yes/no)
system is the "Chart of Accounts" Accountant who makes the necessary changes and
which underpins the monitoring saves the request within an Oracle folder on their
and financial reporting. The computer.

integrity of the Chart of Accounts
is essential and, as a result,
amendments can only be made
after the approval of the Head of
Finance and the Lead Business
Partner Finance.

4 The Chief Constable may vire up | Yes There had been three virements over £100,000 in |No recommendation | N/A
to £100,000 or up to 10% of any 2012/13; these related to the restructure in relation to | raised
line in the published budget, Business Transformation Unit and Corporate
whichever is the greater, from one Planning and were agreed at an Executive level.
line to another provided that
certain criteria are met (see SFI's Virement testing was completed in the 2012/13 Key
2.4). In order to ensure no Financial Control and Budgetary Control audit and
unauthorised  virements  are the virement process was followed as per the
processed. The following controls Standing Orders.
are in place:

= Requests for virements need
to be approved in writing
(email) by the Head of
Finance;

= The request should detail the
amount of the budget
adjustment, the codes to be
debited and credited and the
reason for the virement;

= Request for virements can

RSM Tenon
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Controls (actual and/or Adequate Test Result / Implications Recommendation Categorisation

missing) Design
(yes/no)

only be processed by the
Management Accounts Team;
and

= A monthly reconciliation of the
revised budget is undertaken
to ensure no unauthorised
virements/adjustments  have
been actioned.

5 The Chief Constable may apply to | Yes We were provided with a report to the Policy and |No recommendation | N/A
the PCC no later than its last Resources Panel on 5th July 2012 detailing carry |raised
meeting before the end of the forwards and noted that £2,864.1K of carry forwards
financial year to carry unspent were approved with £2,568.6K for capital and
revenue monies forward to the £295.5K for additional unutilised funds.

succeeding financial year.
Through discussions with the Lead Business Partner

The Lead Business Partner Finance we noted that the carry forwards were
Finance and the Head of Finance approved at the budget clinics but these were not
will assess requests for carry minuted. Budget clinics are now minuted as of June
forwards from Service Units and 2012.

Districts during the

January/February Budget Clinic
meetings. These requests will be
assessed against the criteria
detailed in section 2.5 of the SFI's.
Request which met the criteria will
be submitted to the PCC for

approval.
6 All income and expenditure is |Yes Testing was completed during the 2012/2013 Key |No recommendation | N/A
recorded in the Authority's Financial Controls and Budgetary Control audit and |raised
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Controls (actual and/or Adequate Recommendation

Design
(yes/no)

Test Result / Implications Categorisation

missing)

integrated Financial Management
System (Oracle). This comprises
an Accounts Receivable module
which is used to raise all invoices
to customers for the payment of
services.

in all ten cases sampled the amount owing had been
recorded in Accounts Receivable and an invoice had
been raised to the customer for payment.

Upon transition to the new payroll | Yes We were advised by the Deputy Head of People |No recommendation | NA
module, as far as possible, all Services that exception reports have been replicated | raised
exception reports and checking in the Oracle system. Testing confirmed that
processes have been replicated in exception reports were completed for the last three
the new environment. Where for police and support payroll runs.
functional reasons there is a
material need for a change in Through discussions with the Deputy Head of
process eg self-service, the People Services we noted that the self-service
necessary checks will be carried system is in place. Members of staff submit their
out via another robust method expenses on the system and the expenses are
approved by internal audit. authorised by their line manager who confirms that
the information is correct.
The Transaction Payroll Team will
continue to methodically sign, Testing confirmed that month end checklists were
countersign and date all tasks completed for the last three police and support
undertaken as part of the monthly payroll runs showing they were signed,
processing checks and attach the countersigned, dated and paperwork is held
relevant paperwork. electronically.
Procurement and Fleet Lead |Yes The Procurement and Fleet Lead Business Partner |No recommendation | N/A
Business Partner meets with all met with the Service Unit Managers and discussed | raised

Service Unit Managers at the start
of each calendar year to produce
a Procurement Plan for the next
financial year. This Procurement
Plan covers existing contracts and

the existing and future contracts. An overarching
Procurement Plan was produced consolidating all
Service Units.
We were provided with all service unit procurement
plans and the overall Procurement Plan for the

——
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Controls (actual and/or Adequate Test Result / Implications Recommendation Categorisation

missing) Design
(yes/no)

any new procurement the service
unit has on its horizon from
Capital Bids etc.

The Contracts Register is actively
managed to ensure that contracts
are renewed on time and in
compliance with Contract
Standing Orders and Category
Leaders produce an options
appraisal which is approved by the
Lead Business Partner.

All  non-catalogue orders are
approved by a member of the
Procurement Team, who checks
that orders are raised with the
most appropriate supplier and
comply with Contract Standing
Orders, any orders requiring
exemptions are reported
retrospectively to the  Audit
Committee on a quarterly basis.

Force.

The Contracts Register was provided which showed
that each contract had an owner and they were
responsible for updating the Contracts Register. In
addition, the Procurement and Fleet Lead Business
Partner reviews the register each month.

We were advised by the Procurement and Fleet
Lead Business Partner that options appraisals are
completed for renewals to confirm that value for
money is available through the contract. We were
provided with three instances to confirm an options
appraisal was completed and approved by the
Procurement and Fleet Lead Business Partner.

We were advised by the Procurement and Fleet
Lead Business Partner that two members of the
Procurement Team alternate the approval of non-
catalogue orders each week. A walkthrough of the
process was provided on-screen by the Procurement
and Fleet Lead Business Partner.

The Procurement and Fleet Lead Business Partner
advised that if the order is not compliant with the
Contract Standing Orders, the order is returned to
the requisitioner and an explanation is provided as to
the non-compliance with the Orders.

We were provided with the report provided to the
Audit and Internal Control Panel on 22 February

RSM Tenon

N Connected for Success





Police and Crime Commissioner for Cleveland 10 Compliance with Standing Orders
Cleveland Police 11.12/13

Controls (actual and/or Adequate Test Result / Implications Recommendation Categorisation

missing) Design
(yes/no)

2012, within Appendix A of the report, there are
orders which did not follow the Contract Standing

Orders.
A sample of ten contracts was selected from .
9 All tenders_ and quotes  are Yes contracth))rfiIes and we found the following: N(_) recommendation | NA
processed via the Bluelight e- raised
tendering system which is fully = Six cases had been processed through the
auditable. Bluelight e-tendering system;
The process is audited by the = One case was a collaborative contract and
o . therefore was not processed through the
Authority's Internal Auditors to t . :
. . endering system;
ensure compliance with Contract
Standing Orders and tendering = Two cases were processed as exemptions and
procedures. in one of those cases the exemption form was
obtained. In the other case the contract value
was below £10,000 and an exemption form was
not required ; and
= One case had been processed by the Authority.
10 |The Procurement Team | Yes The MPR's for May, June and July were reviewed |No recommendation | N/A
proactively manage all contract and it was confirmed that contract renewals, |[raised

renewals and expenditure and expenditure and performance had been reported.
performance is reported via the
Monthly  Performance Reports
(MPRs).

All  non-catalogue orders are
approved by a member of the
Procurement Team, who checks
that orders are raised with the
most appropriate supplier and
comply with Contract Standing
Orders, any orders requiring
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Controls (actual and/or Adequate Test Result / Implications Recommendation Categorisation

missing) Design
(yes/no)

exemptions are reported
retrospectively to the  Audit
Committee on a quarterly basis.

11 ) The payment process is subject to | Yes A number of KPI's are assigned to the payment |No recommendation | N/A
a KPI and reported via the process, for example: raised
monthly MPR.

= The percentage of invoices paid by their due date;
= The percentage of BACS and cheque payments;
= Percentage of payment runs made on time; and

= Percentage of remittances dispatched within
timescales.

The MPR's for May, June and July were reviewed
and performance against payment process KPI's
had been reported for all three months.

12 Payment of invoices in relation to | Yes Prepayments are authorised by the budget holder. |No recommendation | N/A
prepayments  will only be For the ten prepayments sampled, all ten cases had |raised
processed if approved by the been authorised by the relevant budget holder prior
designated officer. to payment.

13 |The Procurement Team and |Yes The Lead Business Partner Procurement and Fleet | No recommendation | N/A
Finance Business Partners pro- confirmed they pro-actively manage the process of |raised
actively manage the process of procuring goods and services by way of:

procuring goods and services with
budget holders and project leads
to ensure compliance  with

contract standing orders by way =  Annual meetings with SUM's to review contracts

and contract renewals for the procurement
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Controls (actual and/or Adequate Test Result / Implications Recommendation Categorisation
missing) Design
(yes/no)
of: plans.
= Regular meetings to review = Review of non-contract orders to ensure
contracts and contract compliance with Contract Standing Orders. If
renewals; orders are non-compliant they are sent back to
the user and processed via an exemption or
= Review of non-contract orders procurement exercise.
to ensure compliance with
Contract Standing Orders; = The budget monitoring process and items of
concern escalated via Budget Clinics had been
= Budget monitoring process to reviewed as part of the Key Financial Controls
ensure sufficient funds are and Budget Monitoring audit in 2012/13. No
available to meet outstanding issues were identified.

commitments; and

= Business Partners ensuring
that items of concern are
escalated via Budget Clinics.

14 1The introduction of an integrated | Yes We were advised by the Lead Business Partner |No recommendations | NA
Financial Management System Finance that the average cost of the item is on the |raised
includes the sub module of system and they are in the process of developing
inventory (Stores). This is used to minimum and maximum stock levels. We obtained a
administer and monitor the issue screen print from the system to confirm the average
and receipt of stock items. The cost facility is in place.
system is configured to value
items at: We were provided with evidence to show that three
stock-takes had taken place since the move to
= Average cost; and Oracle on 26 January 2012, 23 March 2012 and 4

July 2012. Stock-takes now take place quarterly.
=  Minimum and Maximum level
to be confirmed.
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Controls (actual and/or Adequate Recommendation

Design
(yes/no)

Test Result / Implications Categorisation

missing)

In addition, an Annual Stock-take
is completed by Management
Accounts as part of the closure of
the accounts.

15

The Finance Business Partners
and Procurement Team will assist
where appropriate  with  the
compilation of a business case
which  supports the capital
investment appraisal process.
They will advise on:

= Contract Standing Orders;
= Cost benefit analysis;

= Pay back periods and on-
going revenue implications;
and

= Analysis of what is classified
as capital expenditure

In addition, the Business Partners
and Management Accountants will
support the capital monitoring
process through:

= The provision of monthly
monitoring statements;

Yes

The Lead Business Partner Procurement and Fleet
advised that they do not assist with the compilation
of the business cases. If assistance is required then
they can contact the Lead Business Partner Finance.
The Lead Business Partner Procurement and Fleet
assists with the procurement process after the
completion of the business case.

We were provided with monthly monitoring
statements and were advised by the Lead Business
Partner Finance that these are returned by the
fifth/sixth working days after month end, which was
confirmed in our Key Financial Controls and
Budgetary Control 2012/13 audit. The Lead
Business Partner Finance assists the Head of
Finance to produce the capital report for the
Executive.

We were provided with two recent capital budget
approvals by the Head of Finance and confirmed
that both codes were on Oracle.

No
raised

recommendation

N/A

——
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Controls (actual and/or Adequate Test Result / Implications Recommendation Categorisation

missing) Design
(yes/no)

= Advice and support on
profiling of expenditure and
submission of capital returns;
and

= Assistance with the co-
ordination of the overall capital
report to the Executive.

Furthermore the Management
Accounts function controls the
provision of capital budget codes
which will only be issued following
the approval of a business case;
by either Executive or the
Authority dependent on spend
level, and on the instruction of the
Head of Finance.

16 Jwhere applicable the Lead |Yes We were advised by the Lead Business Partner |No recommendation | N/A
Business Partner Finance will Finance that advice is provided as necessary |raised
provide support and advice in although there have been no new PFI contracts to
relaton to Private Finance confirm support was provided.

Projects (PFI).

17 1The implementation of the Fixed |Yes We viewed the Journal Entry Reserve Ledger Report | No recommendation | N/A
Assets module will provide the (extracted from the Fixed Asset Register) and noted | raised
method of adding and removing it included the cost centre, the asset description, the
assets to/from the Asset Register. depreciation method, the asset life, cost and
The Fixed Asset Register is depreciation amount.

configured to reflect the
accounting  policies of the
Authority in terms of:
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Controls (actual and/or Adequate Test Result / Implications Recommendation Categorisation

missing) Design
(yes/no)

a) Depreciation/asset life;
b) Asset categories;

c) Charging of depreciation to
home cost centres;

d) Calculation of gains and losses
on disposal; and

e) Depreciation only chargeable in
the year following acquisition and
fully charge in the year of disposal.

The Management Accountants will
monitor the monthly capital
expenditure and transfer as part of
the month end process eligible
capital expenditure from/to assets
under construction.

Upon closer of the month end the
Fixed Asset Register will calculate
monthly depreciation and charge
the appropriate cost centres.

As part of the year end closure the
Management Accountants  will
review all expenditure and classify
the expenditure into operational
assets where appropriate.

We were advised by the Lead Business Partner
Finance that the Fixed Asset Register is too large to
download a report and it was seen on screen
instead.

We were provided with the Fixed Asset Register file
which shows the reports, working papers and
processes followed when transferring capital
expenditure to assets. There is a divider for each
month with information including:

= A Fixed Asset Register Reconciliation;
= Asset Additions Report; and
= Mass Additions Delete Report.

We were provided with the 2011/12 accounts by the
Lead Business Partner Finance and we confirmed
that non-operational assets are now included in the
balance sheet.

We were advised by the Lead Business Partner
Finance that the next revaluation cycle will be
2013/14, and that impairment and accelerated
depreciation will be accounted for during the 5 year
cycle.

We were advised by the Lead Business Partner
Finance that reconciliations are part of the month
end process and this was confirmed.
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Compliance with Standing Orders
11.12/13

Controls (actual and/or Adequate

Design
(yes/no)

Test Result / Implications Recommendation Categorisation

missing)

The Management Accountants will
update the Fixed Asset Register
to take account of revaluations
which will be conducted on a five
year cycle.

As appropriate the Management
Accountants  will reflect any
impairment or accelerated
depreciation within the asset
register.

The Management Accountants will
ensure the reconciliation of the
Fixed Asset Register and the
Authority's balance sheet on a
monthly basis.

18

The Lead Business Partner
Finance will, in conjunction with
the Head of Finance, draw up a
year-end closure timetable to
ensure the Annual Statement of
Accounts are submitted to the
PCC in accordance with the
statutory deadline.

The Lead Business Partner
Finance will, in conjunction with
the Head of Finance, monitor
progress against the agreed
timetable and report any delays or
issues to the ACO.

Yes

We were provided with the year-end closure
timetable by the Lead Business Partner Finance and
noted that all tasks were due to be completed prior
to the accounts being submitted to the PCC on 14
June 2012.

We were advised by the Lead Business Partner
Finance that progress towards the timetable is
monitored through team meetings although these
are informal and not minuted.

We were advised by the Lead Business Partner
Finance that the Head of Finance reports any issues
to the ACO and the Lead Business Partner feeds
into these meetings.

No
raised

recommendation | N/A
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Controls (actual and/or Adequate Recommendation

Design
(yes/no)

Test Result / Implications Categorisation

missing)

The Lead Business Partner
Finance, in conjunction with the
Head of Finance, will review IFRS
in order to ensure any
amendments or additions are
incorporated within the annual
Statement of Accounts.

The Lead Business Partner
Finance, in conjunction with the
Head of Finance, will review any
recommendations from previous
audits to ensure the
recommendations have been
implemented.

We were provided with extracts from the 2010/11
and 2011/12 accounts and confirmed that changes
to accounting policies are stated. In 2010/11 this was
as a result of IFRS and the Head of Finance
monitors changes to IFRS.

We were advised by the Lead Business Partner
Finance that any recommendations are addressed
prior to the end of the audit therefore there are no
recommendations to be implemented after the audit
has completed.

19

Upon notification of the disposal of
assets, the appropriate
adjustments will be made to the
Fixed Asset Register.

The Management Accountants will
process the disposal via the Fixed
Asset Register and make the
appropriate accounting entries to
ensure the gain or loss on
disposal is correctly recorded in
the accounts.

Yes

We selected five fleet disposals from a file
maintained by Fleet of cars that have been sold. We
then reviewed the asset register on screen to
ascertain that they had been removed from the asset
register. In three of the five instances, the asset had
been removed from the asset register. In the
remaining two cases we identified the following:

= |In one instance the asset had not been removed
relating to asset number 11505 and the invoice
was dated 15 May 2012; and

= In the other instance, we were advised by the
Lead Business Partner Finance that the vehicle
has been identified as a de-minimus item when
the original asset register was set up and
reconciled in previous years.

All disposals should be |Low
accounted for on the
asset register in a timely
manner.
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Controls (actual and/or Adequate Recommendation

Design
(yes/no)

Test Result / Implications Categorisation

missing)

The Estates Business Partners
will inform the Management
Accountant of major items of
property  disposal and the
Fleet/Procurement Business
Partners  will provide similar
notification in respect of the
Authority's fleet.

The Business Partners are aware
of their responsibility to inform
their Lead Business Partner or
Service Unit Manager if they
discover or suspect loss, theft,
arson or neglect. These incidents
will be reported via the agreed
escalation route within Cleveland
Police.

An extract of the final accounts reconciliation
identifying the car on the fleet register and it is not
included in the asset register due to its low value.

There is a risk that the Force has overstated assets
due to the delays in removing assets from the asset
register.

Through discussions with the five Lead Business
Partners we noted that they had not been notified of
any instances of suspect loss, theft, arson or
neglect.

20

All financial records are
maintained in accordance with
Home Office and Statutory
guidelines. Records are archived
on an annual basis and are
retrievable  within 24  hours
(standard retrieval) from our
storage facility. However records
can be retrieved within hours if
there is a business need.

Yes

A copy of the contract with Brunswick Document
Management was obtained showing that there is an
archiving facility in place.

The contract commenced in 2005 for a period of five
years. However, the contract has been subsequently
extended until July 2015.

The contract states that Force require a response
time of no more than 2 hours for urgent retrieval
requests and 48 hours for standard requests. This
shows that records are retrievable within 24 hours.

No
raised

recommendation | N/A
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Controls (actual and/or

missing)

Adequate
Design
(yes/no)

19

Test Result / Implications

Compliance with Standing Orders

Recommendation

11.12/13

Categorisation

inform and circulate to staff
Steria's "Whistle Blowing Policy".

All reported instances will be
reported via the agreed escalation
route to Cleveland Police where
applicable.

Partners we noted the following:

The Lead Business Partner Finance and Lead
Business Partner Training and Administration
confirmed the Whistle Blowing Policy had not been
circulated to staff.

The Lead Business Partner Business and Support
advised that that the Force’s Whistle Blowing Policy
had been circulated but no evidence was provided.

The Lead Business Partner People Services advised
the Police's Whistle Blowing Policy may have been
circulated to staff via ELearning modules, however
no evidence was provided.

The Lead Business Partner Procurement and Fleet
advised that the Whistle Blowing Policy had been
circulated to staff.

21 |The Lead Business Partners will |Yes Through discussions with the five Lead Business |The Counter Fraud and | Medium
inform staff of their responsibilities Partners we noted that the Counter Fraud and | Corruption Policy and the
in respect of the Counter Fraud Corruption Policy had not been circulated to staff. Whistle Blowing Policy
and Corruption Policy. should be communicated
Through discussions with the Lead Business |to all staff by Lead
All cases or suspected cases of Partners we also noted that they had not been |Business Partners.
fraud must be reported notified of any instances of fraud.
immediately and will be reported
via the agreed escalation route to There is a risk to the organisation that fraud may
Cleveland Police. occur unreported as staff have not been given the
policy informing them of the procedure to follow
should they suspect fraud.
22 |The Lead Business Partners will |Yes Through discussions with the Lead Business |See 21 above NA
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Controls (actual and/or Adequate Test Result / Implications Recommendation Categorisation

missing) Design
(yes/no)

The Business Partner also advised that the Whistle
Blowing Policy is also included in CPA's standard
tender pack.

Through discussions with the five Lead Business
Partners we also noted that they had not been
notified of any instances of whistle blowing.
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APPENDIX 1:

Reference to
Standing
Orders

Subarea

Compliance with Standing Orders
11.12/13

Areas included within the scope of this review

Description

2. General N/A The Lead Business Partners for:
1. Finance;
2. Business Support;
3. Employee Services;
4. Procurement and Fleet; and
5. Training and Administration.
have each been provided with a copy of the SFI's.
3. Financial 3.3 Budgetary The Lead Business Partner Finance will disseminate to the Business Partners
Planning and Control and and Management Accountants the framework for the monitoring and reporting
Budgetary Reporting of capital and revenue expenditure. This will include the following:
Control
a. The annual schedule of reports for the Executive and PCC;
b. Their roles and responsibilities in the month end closure of the ledger;
c. The requirement to hold monthly meetings with Budget Holders to review;
d. monitor, provide monthly forecast outturn projections;
e. The deadlines for month end returns; and
f. The monitoring of action plans and variances.
3. Financial 3.3 Budgetary All income and expenditure is recorded in the Authority's integrated Financial
Planning and Control and Management System (Oracle). A key component of the financial system is the
Budgetary Reporting "Chart of Accounts" which underpins the monitoring and financial reporting.
Control
The integrity of the chart of accounts is essential and, as a result, amendments
can only be made after the approval of the Head of Finance and the Lead
Business Partner Finance.
3. Financial 3.5 Carry The Chief Constable may apply to the PCC no later than its last meeting
Planning and Forward of before the end of the financial year to carry unspent revenue monies forward
Budgetary Budget to the succeeding financial year.
Control
The Lead Business Partner Finance and the Head of Finance will assess
requests for carry forwards from Service Units and Districts during the
January/February Budget Clinic meetings. These requests will be assessed
against the criteria detailed in section 2.5 of the SFI's. Request which met the
criteria will be submitted to the PCC for approval.
3. Financial 3.6 Income All income and expenditure is recorded in the Authority's integrated Financial
Planning and Fees and Management System (Oracle). This comprises an Accounts Receivable
Budgetary Charges - module which is used to raise all invoices to customers for the payment of
Control Income System | services.
4. Pay N/A Upon transition to the new payroll module, as far as possible, all exception
Expenditure reports and checking processes have been replicated in the new environment.

Where for functional reasons there is a material need for a change in process
e.g. self-service, the necessary checks will be carried out via another robust
method approved by internal audit.

The Transaction Payroll Team will continue to methodically sign, countersign
and date all tasks undertaken as part of the monthly processing checks and
attach the relevant paperwork.
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Reference to
Standing
Orders

Subarea

Compliance with Standing Orders
11.12/13

Description

5. Non Pay 5.1 Contract Procurement and Fleet Lead Business Partner meets with all Service Unit
Expenditure Standing Managers at the start of each calendar year to produce a Procurement Plan
Orders for the next financial year. This Procurement Plan covers existing contracts
and any new procurement the service unit has on its horizon from Capital Bids
etc. The Contracts Register is actively managed to ensure that contracts are
renewed on time and in compliance with Contract Standing Orders and
Category Leaders produce an options appraisal which is approved by the Lead
Business Partner.
The Contracts Register is actively managed to ensure that contracts are
renewed on time and in compliance with Contract Standing Orders and
Category Leaders produce an options appraisal which is approved by the Lead
Business Partner.
All non-catalogue orders are approved by a member of the Procurement
Team, who checks that orders are raised with the most appropriate supplier
and comply with Contract Standing Orders, any orders requiring exemptions
are reported retrospectively to the PCC Audit and Internal Control Panel on a
quarterly basis.
5. Non Pay 5.1 Contract All tenders and quotes are processed via the Bluelight e-tendering system
Expenditure Standing which is fully auditable.
Orders
The process is audited by the Authority's Internal Auditors to ensure
compliance with Contract Standing Orders and tendering procedures.
5. Non Pay 5.3 The procurement team proactively manage all contract renewals and
Expenditure Requisitioning expenditure and performance is reported via the monthly MPR.
Goods and
Services All non-catalogue orders are approved by a member of the Procurement
Team, who checks that orders are raised with the most appropriate supplier
and comply with Contract Standing Orders, any orders requiring exemptions
are reported retrospectively to the Audit Committee on a quarterly basis.
5. Non Pay 5.4 System of The payment process is subject to a KPI and reported via the monthly MPR.
Expenditure Payment and
Payment
Verification
5. Non Pay 55 Payment of invoices in relation to prepayments will only be processed if
Expenditure Prepayments approved by the designated officer.
5. Non Pay 5.7 Official See section 5.4
Expenditure Orders
5. Non Pay 5.8 Duties of The Procurement Team and Finance Business Partners pro-actively manage
Expenditure Managers and the process of procuring goods and services with Budget Holders and project
Officers leads to ensure compliance with contract standing orders by way of:
a. Regular meetings to review contracts and contract renewals;
b. Review of non-contract orders to ensure compliance with Contract
Standing Orders;
c. Budget monitoring process to ensure sufficient funds are available to meet
outstanding commitments; and
d. Business Partners ensuring that items of concern are escalated via Budget
Clinics.
6.0 Stores and N/A The introduction of an integrated Financial Management System includes the
Receipt of sub module of inventory (Stores). This is used to administer and monitor the
Goods issue and receipt of stock items. The system is configured to value items at:
a. Average cost; and
b. Minimum and Maximum level to be confirmed.
In addition, an Annual Stock-take is completed by Management Accounts as
part of the closure of the accounts.
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Reference to Subarea Description

Standing

Orders

7.0 Capital The Finance Business Partners and Procurement Team will assist where
Investment appropriate with the compilation of a business case which supports the capital
investment appraisal process. They will advise on:

a. Contract Standing Orders;
b. Cost benefit analysis;

c. Pay back periods and on-going revenue implications; and
d. Analysis of what is classified as capital expenditure.

In addition, the Business Partners and Management Accountants will support
the capital monitoring process through:

a. The provision of monthly monitoring statements;

b. Advice and support on profiling of expenditure and submission of capital
returns; and

c. Assistance with the co-ordination of the overall capital report to the
Executive

Furthermore the Management Accounts function controls the provision of
capital budget codes which will only be issued following the approval of a
business case, by either Executive or the Authority dependent on spend level,
and on the instruction of the Head of Finance.

7.1 Private N/A Where applicable the Lead Business Partner Finance will provide support and
Finance advice in relation to Private Finance projects.

7.2 Asset N/A The implementation of the Fixed Assets module will provide the method of
Register/ adding and removing assets to/from the Asset Register.

Security of

Assets The Fixed Asset Register is configured to reflect the accounting policies of the

Authority in terms of:

Depreciation/asset life;

Asset categories;

Charging of depreciation to home cost centres;

Calculation of gains and losses on disposal; and

Depreciation only chargeable in the year following acquisition and fully
charge in the year of disposal.

LIRS T <

The Management Accountants will monitor the monthly capital expenditure
and transfer as part of the month end process eligible capital expenditure
from/to assets under construction.

Upon closer of the month end the Fixed Asset Register will calculate monthly
depreciation and charge the appropriate cost centres.
As part of the year end closure the Management Accountants will review all
expenditure and classify the expenditure into operational assets where
appropriate.

The Management Accountants will update the Fixed Asset Register to take
account of revaluations which will be conducted on a five year cycle.
As appropriate the Management Accountants will reflect any impairments or
accelerated depreciation within the asset register.

The Management Accountants will ensure the reconciliation of the Fixed Asset
Register and the Authority's balance sheet on a monthly basis.

8.0 Tendering N/A See section 5.1.

and Contract
Procedures

) RSM Tenon

N Connected for Success





Cleveland Police

Reference to
Standing
Orders

11.0 Annual
Accounts

Subarea

Police and Crime Commissioner for Cleveland 24

Compliance with Standing Orders
11.12/13

Description

The Lead Business Partner Finance will, in conjunction with the Head of
Finance, draw up a year-end closure timetable to ensure the Annual
Statement of Accounts are submitted to the PCC in accordance with the
statutory deadline.

The Lead Business Partner Finance will, in conjunction with the Head of
Finance, monitor progress against the agreed timetable and report any delays
or issues to the ACO.

The Lead Business Partner Finance, in conjunction with the Head of Finance,
will review IFRS in order to ensure any amendments or additions are
incorporated within the annual Statement of Accounts.
The Lead Business Partner Finance, in conjunction with the Head of Finance,
will review any recommendations from previous audits to ensure the
recommendations have been implemented.

13.0 Disposal
and
Condemnations,
losses and
specials
payments

N/A

Upon notification of the disposal of assets, the appropriate adjustments will be
made to the Fixed Asset Register.

The Management Accountants will process the disposal via the Fixed Asset
Register and make the appropriate accounting entries to ensure the gain or
loss on disposal is correctly recorded in the accounts.

The Estates Business Partners will inform the Management Accountant of
major items of property disposal and the Fleet/Procurement Business Partners
will provide similar notification in respect of the Authority's fleet.

The Business Partners are aware of their responsibility to inform their Lead
Business Partner or Service Unit Manager if they discover or suspect loss,
theft, arson or neglect. These incidents will be reported via the agreed
escalation route within Cleveland Police.

14.0 Retention
of financial
records

N/A

All financial records are maintained in accordance with Home Office and
Statutory guidelines.

Records are archived on an annual basis and are retrievable within 24 hours
(standard retrieval) from our storage facility. However records can be retrieved
within hours if there is a business need.

15.0 Audit

N/A

The Lead Business Partners will assist and support internal and external
investigation as required.

The Lead Business Partner Finance and Head of Finance will have a pre-audit
(where applicable) meeting with the internal/external auditors to plan and
ensure the appropriate people are available to support the work of the
auditors.

16.0 Counter
Fraud and
Corruption
Policy

N/A

The Lead Business Partners will inform staff of their responsibilities in respect
of the above policy.

All cases or suspected cases of fraud must be reported immediately and will
be reported via the agreed escalation route to Cleveland Police.

17.0 Whistle
Blowing Policy

N/A

The Lead Business Partners will inform and circulate to staff Steria's "Whistle
Blowing Policy".

All reported instances will be reported via the agreed escalation route to
Cleveland Police where applicable.

) RSM Tenon
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JOINT CLEVELAND AUDIT COMMITTEE

A meeting of Joint Cleveland Audit Committee was held on Thursday 21°* March 2013
in the Executive Conference Room at Police Headquarters.

Mrs Ann O’Hanlon (Chair), Mr Stan Irwin , Mr Aslam Hanif, Mr Roman Pronyszyn and
Mr Gerard Walsh

Mr Michael Porter, Mrs Joanne Hodgkinson and Mr John Bage (Chief of Staff)
Mr Sean White, Ms Joanne Monkman and Mr Gary Ridley (Chief Constable)
Mrs Susan Turner (Internal Audit), Mrs Sandra Swan and Mr Mark Kirkham (Mazars)

APOLOGIES FOR ABSENCE
There were no apologies for absence.
DECLARATIONS OF INTERESTS

Mr Gary Ridley declared an interest in Item 17 ‘Staffing Update — Report of the Chief
Constable’

MINUTES OF THE MEETING HELD ON 1°" FEBRUARY 2013

A Member suggested an amendment to the fourth paragraph to the Terms of
Reference as ..."Members consider that the areas of the terms of reference should be
more aligned to the assurance needs of the PCC and Cleveland Police’. This was
agreed by Members.

Similarly, a third point to be added to the recommendations to reflect the actual
changes made to the terms of reference, as above.

Terms of Reference — a paragraph to be added to stress the independence of the
committee which will include the ability to seek independent financial and legal advice
when required. This has now been done.

Confirmation that for the Police and Crime Panel - Members would come under the
remit of their host local authority for Code’s of Conduct and the Independent
Members would come under Stockton Council’s.

ORDERED that;

1. the minutes were accepted as a true record be agreed.
CIVIL CLAIM STATISTICS

The Legal Advisor informed Members that the report covered the period 1% April 2012
to 28" February 2013 and its purpose was to advise Members of the number and
types of civil claims against the Force received during that period, the amount paid
out for those claims finalised during the period and the amount recovered.

Members were informed that the report showed a decrease in claims compared with
the same period last year and in addition claims that have been finalized are down
with those successfully defended up over the same period last year.

The Legal Advisor took Members through the report and covered the areas of;
e Number & Types of Claims Received

-1-
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Numbers of Claims Finalised & Results
Sums Paid Out On Finalised Cases
e Uninsured Loss Recovery

e Occupational Sick Pay Recovery

At a strategic level the Force takes its ‘risk’ around civil litigation very seriously and
works tirelessly to ensure that liability is reduced wherever possible and that the
‘lessons learnt’ from finalised cases are integrated into operational and organisational
planning and delivery.

Members asked if it would be possible to have a three year rolling trend of data in the
next meeting.

Members queried what feedback was given to source or District regarding such
information.

The Legal Advisor assured Members that there were such processes and informed
Members of the methodology to carry this out. ACC (Territorial Ops) also assured
Members by informing that this feedback is also disseminated to Risk groups.

ORDERED that;

1. an 21.95% decrease in the number of claims received when compared with
the same period last year be noted.

2. a 22.30% decrease in the number of claims finalised when compared with the
same period last year be noted.

3. an increase in the number of successfully defended cases, 65.74% of cases
finalised during the period were successfully defended, which is to be
compared with 54.68% successfully defended during the same period last
year be noted.

4. a decrease in the overall sum paid out, the 37 cases settled during the period
cost the Force £311,626. This is to be compared with the 63 cases settled
during the same period last year at a cost of £474,540 be noted.

5. Middlesbrough is the area with most claims be noted.
CONTRACT STANDING ORDER 9 — EXCEPTIONAL SITUATIONS

The Assistant Chief Constable (Territorial Ops) informed Members that Contract
Standing Orders state that “Utilisation of Contract Standing Order 9 or failure to
follow contract standing orders shall be reported by the Chief Financial Officer of the
Chief Constable to the Audit Committee”. The purpose of the report is to advise the
Audit Committee on the use of Contract Standing Order 9 during the period January
to February 2013.

Members were informed that Contract Standing Orders reflect both the policies of the
Office of the Police & Crime Commissioner for Cleveland and the requirements of
current legislation. Their purpose is to provide help and guidance to all members of
staff who are involved in supplier negotiations for the provision of goods and services.
They are mandatory and as such must be complied with at all times.

The ACC (Territorial Ops) informed Members that Contract Standing Order 9 stated
that “Exceptional situations are those created by external actions and events over

-2.
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which the Force has no control but has an obligation to respond.”

The details of the exceptional situations listed in Appendix A to the report, not only
comply with the process detailed in Contract Standing Order 9 but represent the
Force’s ongoing commitment to greater efficiency and effectiveness.

ORDERED that;
1. the exceptional situations detailed in Appendix 1 to the report be noted.
ANNUAL GOVERNANCE STATEMENT (DRAFT)

Members were informed that following the introduction of the Police Reform and
Social Responsibility Act 2011, Chief Constables are now required to prepare an
Annual Governance Statement (AGS) separate to that of the Police and Crime
Commissioner.

The ACC (Territorial Ops) informed Members that a draft Annual Governance
Statement was attached at Appendix A to the report. The final document will be
available for review and agreement at the Audit Committee meeting in June along
with the Statement of Accounts

Members are asked for any comments and feedback on the draft Annual Governance
Statement so that it can be included in the final statement. Members were also asked
to consider the ‘Significant Governance Issues’ section in the Statement which is yet
to be completed. Members are requested to identify any areas where they believe
there are either significant governance issues to be addressed, or areas that need to
be further developed during 2013/14.

Members queried a number of areas with-in the report to which they were given
assurances that the report would be populated in its final version.

The Chair asked Members to give any further comments by e-mail via the PCC Office
no later than Thursday 6 June 2013.

ORDERED that;

1. Members consider the draft 2012/13 Annual Governance Statement
be noted.

2. Members consider any further content or amendments to the
Statement be noted

3. Members consider any governance issues that they believe need
further development during 2013/14 and including in the final
Statement be noted.

ANNUAL GOVERNANCE STATEMENT (DRAFT)

The Chief Finance Officer for the PCC informed Members that Authorities, including
Police and Crime Commissioners, are required to prepare an Annual Governance
Statement (AGS). Though the statement is published within the Annual Statement of
Accounts, it should be considered and agreed as a separate document as it is about
all corporate controls and not confined to financial issues.

Members were informed that the Joint Audit Committee had been tasked with
-3-
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‘Considering the Annual Governance Statement for publication with the annual
accounts, together with associated action plans for addressing areas of improvement
and advising the PCC as appropriate’. The purpose of the report was to bring forward
a draft of the 2012/2013 Annual Governance Statement for the PCC and secondly
seek Member input into the document and any Governance Issues that they believe
need development during 2013-14.

The Chair commented that there is a need for the Joint Audit Committee to develop
an open culture with regard to formal reporting back to the PCC.

The members agreed and further advised that where possible the risks associated
with the on-going inquiry be included in the Significant Governance Issues section

ORDERED that;

1. the draft of the 2012/2013 PCC Annual Governance Statement for further
progression as per Appendix A be agreed

2. consideration for any further contents or amendments to the Statement be
noted.

3. consideration of any area of Governance Issues that Members believe need
further development during 2013-14 and therefore inclusion in the final
Statement be noted.

INTERNAL AUDIT RECOMMENDATIONS IMPLEMENTATION UPDATE

The Assistant Chief Constable (Territorial Ops) informed Members that in response to
some concerns of the previous Police Authority Members’ over the apparent lack of
progress in implementing agreed internal audit recommendations, the Force reviewed
its arrangements in this area. The Force established the Audit and Inspection
Monitoring Board (AIMB) to effectively manage, monitor and discharge
recommendations arising from internal audit and other ‘inspectorate and audit’
functions.

Members were informed that the last meeting of the AIMB was held on 21% January
2013 and this meeting actively reviewed progress, holding individual implementation
managers to account. 28 recommendations were reviewed and 6 were discharged as
being fully implemented. There are 22 actions outstanding, and it is anticipated that a
further 5 will be discharged at the next meeting on 29" April 2013.

The Chair commented that she was aware of the added value the AIMB brought to
the process but noted that there would still be 17 outstanding recommendations to be
dealt with and asked if there was a timetable in place to deal with such.

The ACC (Territorial Ops) gave assurance that the Force were dealing with the
backlog and would be working on the oldest first.

Members expressed that it was important that the oldest was done first, but some
some assurance regarding the percentage complete was needed and a timescale to
completion should be in place.

ORDERED that;

1. the contents of the report be noted.

PROGRESS REPORT
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The Internal Auditor informed Members that the internal audit plan for 2012/13 was
approved by the Audit and Internal Control Panel on 12 June 2012. The report
provided an update on progress against that plan and summarised the results of their
work to date.

Members were informed that during this period the following final reports have been
issued:

e Business Continuity Planning

e Risk Management — Risk Maturity

e Key Financial Controls and Budgetary Control Visit 2

e Follow Up — February 2013

The Internal Auditor informed Members that there had been no change to the content
of the Audit Plan for 2012/13.

The Chair expressed concern regarding the timing of such reports being received and
gave an example of occasions when many reports are provided at one meeting
towards the end of the financial year making it difficult for the Audit Committee to
give each one due consideration. The Chair informed that there were four reports at
today’s meeting and queried the level of progress on those still outstanding

The Internal Auditor informed Members that the remaining reports would be
presented at the next meeting.

Members asked how far ahead the Internal Auditors were in their planning process
and have they any timeframes suggested for finalizing reports.

The Internal Auditors informed that they did have such timeframes in place for the
future.

The Chair suggested that an additional meeting be arranged to deal with any
outstanding reports, to conclude this years plan. This was agreed by the Committee.

ORDERED that;
1. the report be noted.

2. an additional meeting be arranged before the next scheduled meeting in June
2013 be agreed.

KEY FINANCIAL CONTROLS AND BUDGETARY CONTROL — VISIT 2

The Internal Auditor informed Members that an audit of Key Financial Controls and
Budgetary Control had been undertaken as part of the approved internal audit
periodic plan for 2012/13. This was the second audit of this area in 2012/13;

A formal reporting structure to the PCC had yet to be established. A reporting pack is
produced on a monthly basis which includes key budgetary information for all areas of
the Force. This pack is provided to the Assistant Chief Officer (Finance and
Commissioning) on a monthly basis and the Chief Constable on a quarterly basis.

Members were informed that taking account of the issues identified, the Police and
Crime Commissioner for Cleveland and Cleveland Police can take substantial
assurance that the controls upon which the organisation relies to manage this area
are suitably designed, consistently applied and effective

PCC'’s Office
Manager
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ORDERED that;

1. the report be noted.

RISK MATURITY

Members were informed that the Force use the 4Risk software to document a
framework of risk registers: These include: Strategic Risk Register, Corporate Risk
Register, District and Service Unit risk registers and a Steria Risk Register.

Risks were reviewed on a regular basis by the Force and had been presented to the
Authority on a quarterly basis through the Audit and Internal Control Panel. The
Authority’s Risk Register had been reviewed on a bi-monthly basis by the Leadership
Panel to monitor the implementation of actions included in the supporting action plan.

The Internal Auditor informed Members that the establishment of effective risk
management and assurance framework is a critical success factor for the PCC/Force
to enable the organisation to achieve its objectives. Effective risk management both
aids continuous improvement and, as far as possible, safeguards against loss or
failure.

The management of risk is central to good corporate governance to ensure that
direction and control is established and maintained. The review has focused on two
distinct elements of risk management, assurance and monitoring and reporting, and
the conclusion is based on evidence obtained during the review and through interview
with senior individuals at the Authority and the Force.

Members accepted the report and gave their views on a number of areas, but queried
the Forces ‘position’ to take action when required to do so, particularly the
relationship between risk and residual risk, after ‘controls’ had been in place.

The ACC (Territorial Ops) informed Members that he understands risk and that it is
managed on a daily basis, but accepts that there is some requirement to pro-actively
manges risk when necessary.

Members queried why the report was an ‘advisory’ report.

The Internal Auditor informed Members that there is no ‘opinion’ given, therefore no
‘speedometer’ or comment. This then becomes an advisory report.

ORDERED that;

1. the report be noted.
BUSINESS /7 SERVICE CONTINUITY PLANNING
The Internal Auditor informed Members that an audit of Business/Service Continuity
Planning was undertaken as part of the approved internal audit periodic plan for
2012/13.
Cleveland Police Force has a documented Service Continuity Policy, which aimed to
ensure the Force meets their statutory responsibilities under the Civil Contingencies

Act 2004 and is able to continue to perform their functions in the face of
unpredictable, disruptive events.
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Members were informed that the Service Continuity Manager is responsible for the
completion of the Force Wide plans, of which there are seven in total. The District
Commanders and Service Unit Heads are responsible for the completion of the Service
Continuity Plans, of which there are twenty six in total. The Service Continuity Plans
feed into the Force Wide Plans.

The audit was designed to assess the controls in place to manage the following
objectives and risks:

e To ensure that the Force and Authority (now PCC) had established sound
Business Continuity Plans / arrangements and continue to keep these plans
up to date and relevant to ensure continuity of business is assured.

Members were informed that taking account of the issues identified, the Police and
Crime Commissioner for Cleveland and Cleveland Police cannot take assurance that
the controls upon which the organisation relies to manage this risk are suitably
designed, consistently applied or effective. Action needs to be taken to ensure this
risk is managed.

ACC (Territorial Ops) informed Members that a system being set up by the Force now
vastly improves the situation and this will be reported on in the future.

ORDERED that;
1. the report be noted.
FOLLOW UP OF PREVIOUS INTERNAL AUDIT RECOMMENDATIONS

Members were informed that as part of the approved internal audit periodic plan for
2012/13 they had undertaken a review to follow up progress made by Cleveland
Police to implement previous internal audit recommendations.

The audits considered as part of the follow up review were:

e Cash Collection; and

e Follow Up.

Staff members responsible for the implementation of recommendations were
interviewed to determine the status of agreed actions. Where appropriate, audit
testing had been completed to assess the level of compliance with this status and the
controls in place.

The Internal Auditor informed Members that taking account of the issues identified in
the report and in line with their definitions set out in Appendix A, to the report, in
their opinion Cleveland Police had demonstrated good progress in implementing
actions agreed to address internal audit recommendations. There are no
recommendations that they consider to be receiving inadequate management
attention. They have reiterated recommendations where these had not yet been
implemented.

The Chair asked if that everything that needed to be done would be ready by the
meeting in May 2013.

The ACC (Territorial Ops) informed the meeting that he had been through the report,
it is a priority and the Force will report positively at the next meeting.

-7-
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ORDERED that;
1. the report be noted.
AUDIT STRATEGY

The External Auditor informed Members that the document set out their audit plan for
the external audit of Office of the Police and Crime Commissioner (PCC) for the period
ending 31 March 2013 and from the basis for discussion at the Audit Committee
meeting on 21 March 2013.

Members were informed that the external auditor was asking for commentary
particularly in the areas of significant risk.

The external auditor informed Members that for Value for Money a balanced view was
needed to be taken and that they have considered the relevant risks and had
identified the following to be addressed by them;

e transition to two corporate bodies
o financial resilience, and
e compliance with laws and regulations.

Members queried about the ‘accumulated absence accrual’ within the report.

The external auditor informed that this was an accrual for holidays owed. The
Temporary Chief Officer also informed Members that this is a national issue and not
one of just Cleveland.

ORDERED that;
1. the report be noted.
REVISED CONTRACT STANDING ORDERS

The Chief Finance Officer for the PCC informed Members that the purpose of the
report was to inform Members of proposed changes to be made to the PCC’s Contract
Standing Orders and seek their recommendation that the PCC adopt these changes.

Contract Standing Orders cover all contracting and procurement activities within the
Office for the Police and Crime Commissioner for Cleveland. This included supply, hire,
new contract, extension of contract and renewal of contract and / or disposal, with
the exception of contracts for the purchase of land, and contracts of employment.

Members were informed that the Contract Standing Orders detailed apply to all staff
of the PCC including those under the direction and control of the Chief Constable of
Cleveland Police and must be adhered to at all times.

The main changes are the addition of paragraphs 3 and 4 within the section on the
‘Tendering Process’ on pages 17/18 and the additional of Section 9 on ‘Signing of
Contract Changes’ on page 23 of the document at Appx 1 to the report.

Members queried how many tenders we received per month.

The Chief Finance Officer informed Members that he would ascertain such and
circulate.

Chief Finance
Officer
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Members asked what pre-qualified list we had and how many providers were on it.

The Chief Finance Officer informed Members that we currently don't have any,
however we are to use ‘construction lists’ for similar activity.

ORDERED that;
1. the content of the report be noted.

2. the proposed changes and the resultant contract standing orders, which are
attached at Appendix 1 be agreed.

EXCLUSION OF THE PRESS AND PUBLIC

ORDERED that; pursuant to the Local Government Act 1972 the press and public be
excluded from the meeting under Paragraphs 1 of Part 1 of Schedule 12A to the Act.

STAFFING UPDATE
The Assistant Chief Constable (Territorial Ops) gave an update to Members on the
current situation regarding staffing issues. Members were informed that support was

being found mutually and hoped that this would be concluded swiftly.

The Chair thanked the ACC (Territorial Ops) for the update and informed that this
situation should be dealt with expeditiously.

ORDERED that;

1. the report be noted.

Re (32) John we should consider how we deal with “below the line” items in the minutes.

I am used to having separate minutes for confidential items, discussed below the line. This allows for a level
of detail that actually says something, for future reference.

If we include items in full/open minutes we may as well discuss in the open part of the meeting or the
minute becomes so obtuse as to be meaningless.

Furthermore the situation with Mrs Hall is in the public domain, and it would not be unexpected for us to
make interim arrangements.

A suggestion.......... (for public consumption)....

The Assistant Chief Constable (Territorial Ops) gave an update to members on the current situation
regarding staffing issues where they may impact on the work of the Audit Committee.

Members were advised that a senior member of staff, who supports this committee, was currently
suspended, pending investigation. The ACC(T.Ops) outlined the measures put in place to cover the workload
for an interim period, but advised that this solution was time limited.

The Chair thanked the ACC(T.Ops) for the update and commented that it was hoped the situation could be
dealt with expeditiously.
Members asked to be kept informed of future developments.






