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WEST YORKSHIRE POLICE AND CRIME PANEL
26 APRIL 2013
JOINT INDEPENDENT AUDIT COMMITTEE
1.
INTRODUCTION

1.1
This report sets out for the Panel

· Background to the establishment of the Joint Independent Audit Committee
· Process for selection of Audit Committee members

· Membership of the Committee

· Statement of Purpose and Terms of Reference

· Forward Workplan

· Members’ Handbook

· Committee Meetings
2.
BACKGROUND TO THE ESTABLISHMENT OF THE JOINT INDEPENDENT AUDIT COMMITTEE

2.1
The requirement for a joint independent audit committee is set out in the Home Office Code of Practice on Financial Management.  Further details on the establishment of the committee are set out in Appendix A attached.
2.2
Proposals for the establishment of the Audit Committee were agreed by the Police Authority’s Transition Board, which comprised representatives of the Authority, force and partners.

3.
PROCESS FOR SELECTION OF AUDIT COMMITTEE MEMBERS
3.1
Expressions of interest were sought for the role of the chair of the Audit Committee from existing members of the Authority and its Standards Committee.  Three individuals were interviewed by the Deputy Chief Constable, Policy Director and Head of Audit and Risk.  

3.2
Trevor Lake was appointed as the Chair, and was then involved in the selection of the remaining three members (from a pool of six applications).  Applicants were shortlisted and candidates interviewed by the Chair, Assistant Chief Officer (Finance and Business Services) and Head of Audit and Risk against a set of relevant skills and competencies.
4.
Membership of the Committee

4.1
Members of the Audit Committee are Trevor Lake, Richard Baldwin and Ann Liston, former Independent members of the Authority, and Harry Bower, a former member of the Standards Committee.

5.
STATEMENT OF PURPOSE AND TERMS OF REFERENCE
5.1
The role of the committee is not one of scrutiny or holding to account, but rather of providing appropriate assurance to the Commissioner and the Chief Constable on the adequacy of their governance, internal control and risk management arrangements.
5.2
The statement of purpose and terms of reference for the committee, attached at Appendix B, was based upon guidance set out in “Audit Committees – Practical Guidance for Local Authorities” published by the Chartered Institute of Public Finance and Accountancy.
6.
FORWARD WORKPLAN
6.1
The committee has adopted a forward work plan (attached at Appendix C) covering three financial years to ensure adequate and appropriate coverage over the medium term.  Built into the work plan are opportunities for induction, training and development of members, in areas of effective audit committee arrangements, risk management and treasury management.

6.2
The work plan also provides for a committee self assessment of its effectiveness on an annual basis.
7.
MEMBERS’ HANDBOOK
7.1
A members’ handbook has been prepared and published, the contents of which are included at Appendix D.
8.
COMMITTEE MEETINGS
8.1
The committee meets formally on a quarterly basis and the agenda, papers and minutes are publicly available.  Agendas and minutes for previous meetings are available at http://www.westyorkshire-pcc.gov.uk/getting-things-right/joint-independent-audit-committee/meetings.aspx.
8.2
Draft minutes of the meeting held on 15 March are provided at Appendix E.
APPENDIX A

BACKGROUND TO THE ESTABLISHMENT OF THE JOINT INDEPENDENT AUDIT COMMITTEE
1.
The Home Office Financial Management Code of Practice for the Police Service of England and Wales states


“The PCC and the Chief Constable should establish an independent Audit Committee.  It is recommended that this be a combined body which will consider the internal and external audit reports of both the PCC and the Chief Constable.  The committee will advise the PCC and the Chief Constable according to good governance principles and to adopt appropriate risk management arrangements in accordance with proper practices.  In setting up the Audit Committee, the PCC and Chief Constable should have regard to the Chartered Institute of Public Finance and Accountancy (CIPFA) Guidance on Audit Committees.


Membership: the Audit Committee should comprise between three and five members who are independent of the PCC and the force.


Terms of Reference: the Audit Committee should establish formal terms of reference, covering its core functions, which should be formally adopted and reviewed on an annual basis.  Best practice principles should be adopted in determining the activities of the Audit Committee.


PCC and Chief Constable representation: the executive of the PCC and the Force Command Team should be represented at meetings of the Audit Committee”.
2.
The CIPFA guidance on local authority audit committees identifies the following key benefits to be gained from operating an effective audit committee.

· Raising greater awareness of the need for internal control and the implementation of audit recommendations

· Increasing public confidence in the objectivity and fairness of financial and other reporting

· Reinforcing the importance and independence of internal and external audit and any other similar review process (for example providing a view on the Annual Governance Statement)

· Providing additional assurance through a process of independent and objective review.

3.
The guidance outlines that audit committees are central to the provision of effective corporate governance, which depends, in part, on a systematic strategy, a framework and processes for managing risk.  Governance is also about increasing public confidence in the objectivity and fairness of financial and other reporting as well as helping to deliver improved services.  This, in turn, depends upon assurance that issues raised in preparing and auditing annual accounts and other reports have been properly dealt with.  It is important that local authorities have independent assurance about the mechanisms underpinning these aspects of governance, specifically:

· Independent assurance of the adequacy of the risk management framework and the associated control environment within the authority

· Independent review of the authority’s financial and non-financial performance to the extent that it affects the authority’s exposure to risk and weakens the control environment

· Assurance that any issues arising from the process of drawing up, auditing and certifying the authority’s annual accounts are properly dealt with and that appropriate accounting policies have been applied.

4.
All of these issues seem appropriate to the new governance arrangements effective from November when the Police and Crime Commissioners take up post and both the Commissioner and the Chief Constable become responsible for ensuring adequate and effective financial management and a sound system of internal control which facilitates the effective exercise of their functions including arrangements for the management of risk (Accounts and Audit Regulations 2011), and for undertaking an adequate and effective internal audit of accounting records and system of internal control.

5.
The key difference is that the committee, in accordance with the Home Office Financial Management Code of Practice, is a joint committee with responsibilities in respect of both the Commissioner and the Chief Constable.

6.
The CIPFA Position Statement on Audit Committees includes the following as a description of the Core Functions of an Audit Committee:

	· Consider the effectiveness of the authority’s risk management arrangements, the control environment and associated anti-fraud and anti corruption arrangements.

· Seek assurances that action is being taken in risk related issues identified by auditors and inspectors.

· Be satisfied that the authority’s assurance statements, including the Statement of Internal Control, properly reflect the risk environment and any actions required to improve it.

· Approve (but not direct) internal audit’s strategy and plan, and monitor performance.

· Review summary internal audit reports and the main issues arising, and seek assurance that action has been taken where necessary.

· Receive the annual report of the head of internal audit.

· Consider the reports of external audit and inspection agencies.

· Ensure that there are effective relationships between external and internal audit, inspection agencies and other relevant bodies, and that the value of the audit process is actively promoted.

· Review the financial statements, external auditor’s opinion and reports to members, and monitor management action in response to the issues raised by external audit.


APPENDIX B

JOINT INDEPENDENT AUDIT COMMITTEE

WEST YORKSHIRE POLICE AND CRIME COMMISSIONER AND WEST YORKSHIRE POLICE

STATEMENT OF PURPOSE AND TERMS OF REFERENCE

	STATEMENT OF PURPOSE

To provide independent assurance on the adequacy of the risk management framework and the associated control environment, independent scrutiny of processes in order to get re-assurance regarding the organisation’s financial and non-financial performance to the extent that it affects exposure to risk and weakens the control environment, and to oversee the financial reporting process.



	Internal Control and Governance Environment

	To support the PCC, Chief Constable and statutory officers in ensuring that effective governance are in place and functioning efficiently and effectively, and making any recommendations for improvement.

	To review any issue referred to it by the statutory officers of the PCC and Chief Constable and make recommendations as appropriate

	To consider and comment upon the Scheme of Consent/ Scheme of Delegation.

	To consider and comment upon any policy or strategy relating to sponsorship.

	To review the effectiveness of internal control systems and provide assurance regarding such systems.

	To scrutinise the annual governance statements prior to publication.

	To review and monitor the effectiveness of PCC and Chief Constable policies on fraud, irregularity and corruption, including “whistle blowing”. 

	To consider and comment upon any policy or strategy regarding commissioning.

	To consider and comment upon any proposals regarding the giving of grants.

	To ensure that an effective system of scrutiny of the Treasury Management Strategy and policies is in place.

	To review and monitor items of novel, contentious or repercussive expenditure. 

	To commission assurance work (eg specialist advice or audit)

	To review compliance with policies relating to declarations of interest, gifts and hospitality.

	To consider and comment upon the assurance framework.

	To review its own effectiveness on an annual basis

	Corporate Risk Management 

	To consider and comment upon the strategic risk management processes.

	To provide assurance that organisational risks are being effectively managed.

	Internal and External Audit

	To consider the internal audit strategy and annual plan, and make recommendations as appropriate.

	To consider the head of internal audit’s annual report and opinion, and a summary of internal audit activity (actual and proposed) and the level of assurance it can give over corporate governance arrangements, and make recommendations as appropriate

	To receive and review summaries of internal audit reports, and make recommendations as appropriate.

	To consider a report from internal audit on agreed recommendations not implemented within a reasonable timescale and make recommendations as appropriate.

	To review the effectiveness of internal audit.

	To consider the external auditor’s annual plan, annual audit letter and relevant specific reports as agreed with the external auditor, and make recommendations as appropriate.

	To review the effectiveness of external audit.

	To consider and comment upon any proposals affecting the provision of the external audit service, including the level of fees charged.


APPENDIX C

JOINT INDEPENDENT AUDIT COMMITTEE

WEST YORKSHIRE POLICE AND CRIME COMMISSIONER AND WEST YORKSHIRE POLICE

FORWARD THREE YEAR WORKPLAN

	YEAR 1 AUDIT CYCLE

	SPRING (March)

Review of Accounting Policies

Internal Audit Strategy

Internal Audit Plan

External Audit Plan

Progress on audit recommendations

Complaints/ FOI Governance Report

Treasury Management Stewardship report
	SUMMER (June)

Internal Audit Annual Report and Opinion

Review of Internal Audit 

Business Interests, Gifts & Hospitality

Treasury Management Stewardship & Outturn Report

	ALL MEETINGS

Progress on Internal Audit and summary reports

Specific External Audit Reports as required

Specific reports of the statutory officers

Force & OPCC Risk Management Update

	AUTUMN (September)

Annual Accounts

External Audit Annual Governance Report

Annual Governance Statements

Progress on audit recommendations

Committee Self Assessment

Treasury Management Stewardship report
	WINTER (January)

Review of committee terms of reference

Treasury Management Stewardship & Strategy Report



	Additional Coverage

Risk Management training

Operation transform update

NPAS presentation/ update

OPCC/ Force Anti- fraud and anti corruption strategies

Sponsorship Policy

Declarations of Interest & Gifts and Hospitality Policies

Second stage transfer update

	YEAR 2 AUDIT CYCLE

	Standard audit committee coverage/ work plan as per Year 1

	Additional Coverage

Treasury Management training

Review of Scheme of Consent 

Commissioning & Grants Strategy

	YEAR 3 AUDIT CYCLE

	Standard audit committee coverage/ work plan as per Year 1

	Additional Coverage

OPCC/ Force Anti- fraud and anti corruption strategies

Sponsorship Policy

Declarations of Interest & Gifts and Hospitality Policies

Election transitional arrangements 


APPENDIX D

JOINT INDEPENDENT AUDIT COMMITTEE

MEMBERS’ HANDBOOK

1 Statement of Purpose and Terms of Reference

2 Committee Membership

3 Calendar of Meetings

4 Forward 3 year Work plan

5 Report Template

6 Role of Audit Committee and Agreed Ways of Working 

7 Members Allowances Scheme

8 CIPFA Self Assessment Framework

9 HM Treasury Audit Committee Handbook

10 Scheme of Delegation and Financial Regulations

11 Financial Management Code of Practice 

12 Interim Scheme of Governance- Statement of Principles

13 Taking it on Trust
APPENDIX E
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	MINUTES OF THE 

JOINT INDEPENDENT AUDIT COMMITTEE

HELD ON 15 MARCH 2013

	


MEMBERS PRESENT

Richard Baldwin

Harry Bower

Trevor Lake (Chair)

Ann Liston

OFFICERS PRESENT 
Jeff Bridgeman, Executive Officer, WYP

Nigel Brook, Assistant Chief Finance Officer, WYP

Judith Heeley, Chief Finance Officer, OPCC
Paul Lundy, KPMG

Beverley Nichol-Culff, Risk & Insurance Manager, WYP
Neil Rickwood, Head of Audit & Risk, OPCC
Elaine Shinkfield, Finance & Administration Manager, OPCC

Julie Talbot, KPMG
1.
APOLOGIES
 

None.

2.
MINUTES OF THE MEETING HELD ON 4 JANUARY 2013
RESOLVED

Subject to amendments notified on page 3 relating to the external audit update and the approval arrangements for the internal audit plan, the minutes of the previous meeting held on 4 January 2013 were agreed as a correct record.
Due to the Joint Audit Committee being inquorate on that occasion, members agreed to ratify all decisions made at the previous meeting. 

ACTION

It was noted that while agendas and minutes are publicly available, meetings of the Joint Audit Committee are private and references to public and private parts of the agenda should be removed for future meetings.
3.
MATTERS ARISING 

A report providing a summary of the progress of actions and other issues since the last meeting was provided for members’ information.  Outstanding items were updated and actioned appropriately. 

Members discussed issues relating to the IT provision for Joint Audit Committee members and the restrictions in respect of accessing email attachments.  Associated security issues were highlighted as part of the discussion.  
4.
OPERATIONAL UPDATE
Nigel Brook provided a verbal update on current developments regarding both operational and financial risks.  Areas covered included:

a)
The recent Court of Appeal ruling on policing charges at the Leeds United Football ground.

b)
Accounting and year end arrangements for the National Police Air Service (NPAS) including clarity in respect of the liability for the anticipated deficit. 

c)
Appointment of Mark Gilmore as the new Chief Constable with effect from 1 April 2013 and the retirement of the Temporary Chief Constable, John Parkinson with effect from 31 March 2013.

d)
Budget and precept update.  The Police and Crime Panel at its meeting in February had agreed to support the Commissioner’s proposal to increase the policing precept by 3.8%.

e)
Changes to direction and control of certain staff groups and an explanation of the timeline for the Stage 2 transfer.

f)

An overview of Force operational and financial performance.

Judith Heeley provided an update on the following areas:

a)
The restructure of the Office of the Police and Crime Commissioner

b)
Future audit service models

c)
Selection process for the Deputy Police and Crime Commissioner 

 

ACTION

 

To provide an update on key performance areas at future meetings using monthly data already provided for the Police and Crime Commissioner.

5.
RISK MANAGEMENT UPDATE 
 

Members had been provided with detailed information relating to the force risk profile since the last reporting period in January 2013.

Beverley Nichol-Culff drew members’ attention to the risk map detailing the rationale of movement including three new risks identified which had been approved at the Risk Management Group meeting on 5 February 2013.

In discussion, members raised issues relating to the National Police Air Service which is hosted by West Yorkshire, financial risks and risks associated with serious sexual offences.  Nigel Brook acknowledged that the risk associated with Police Community Support Officer funding was closed but would be re-visited in later years.

Richard Baldwin raised risk issues that were not included on the register and made specific reference to the closure of transition arrangements for the Police and Crime Commissioner.  Ann Liston asked how risks associated with the Savile report would be escalated to the force risk register.  In response, Beverley Nichol-Culff confirmed that there was a documented risk management process and the majority of risks would be referred from the Command Team via Nigel Brook and the Deputy Chief Constable.  

RESOLVED

Members considered the information provided and were assured that an effective risk management process was in place.
6.
OFFICE OF THE POLICE AND CRIME COMMISSIONER RISK REGISTER

Members received a report providing details of the risk register for the Office of the Police and Crime Commissioner for West Yorkshire that reflected both the prevailing and emerging risks of the new organisation.  Neil Rickwood provided an explanation of the 13 risks detailed in the register of which four were red.

Neil further explained the process underway to merge the force and Police and Crime Commissioner’s risk registers and the joint approach being undertaken.  The joint risk register was being developed with stakeholders in a format that was easier to understand.  It would include specific Force risks, Police and Crime Commissioner risks and joint risks.

Richard Baldwin raised concerns about the capacity and capability to deal with identified risks and observed that little detail was given about how the risks would be mitigated.  In response, Judith Heeley provided reassurance that resources were available in co-operation with the force to deal with risks on a daily basis.

RESOLVED
Members considered the report and satisfied themselves that an effective risk management process was in place.
[Beverley Nichol-Culff left the meeting]

7.
INTERNAL AUDIT STRATEGY

 
Members received a report setting out the Internal Audit Strategy for 2013/14.  Neil Rickwood explained the strategy was risk based in accordance with the Chartered Institute of Public Finance and Accountancy code of practice and the new Institute of Internal Auditors guidance.  Risks to the Chief Constable and the Police and Crime Commissioner along with his Community Outcome Framework had been taken into account as part of the planning process.

 
In response to questions, Neil Rickwood provided clarity around the assurance mapping process, references to ‘the Consortium’ and the reporting of novel, contentious and repercussive expenditure to the Joint Audit Committee.

 
RESOLVED

Members noted the proposed Audit Strategy for 2013/14 for recommendation to the Chief Constable and the Police and Crime Commissioner.

ACTION

 

Circulate a copy of the Community Outcome Framework and the staffing structure for the Office of Police and Crime Commissioner to members.

 

8.
INTERNAL AUDIT PLAN 2013/14

 
Members received a report setting out the Internal Audit Plan for 2013/14.  Neil Rickwood expanded on the proposals for inclusion in the Audit Plan and highlighted the significant number of diverse areas for potential audit coverage relating to risks within the force and to the Police and Crime Commissioner.  In response to questions from the Chair, Neil outlined the process for amendments and formal approval of the Audit Plan.

 

RESOLVED

 
Members considered and endorsed the proposed Audit Plan for 2013/14.

9.
INTERNAL AUDIT PROGRESS REPORT 

 

Members received a report setting out progress made to date in achieving the 2012/13 Internal Audit Plan.

 

Neil Rickwood provided clarity in relation to the audit feedback under customer satisfaction that was raised by members at the last meeting.  Ann Liston made reference to the Estates Space Utilisation report which had made a number of significant recommendations not all of which had been accepted and agreed by the force.  Neil Rickwood explained that at a subsequent meeting with the Chief Constable a compromise had been reached on areas where there had been disagreement.   

There was a discussion about the medium risk category for Drug Storage and Disposal that the Chair felt was high risk in terms of reputational management. The Chair asked for a further report on this at the next meeting.  Members also discussed available resources for specific reviews requested by the Commissioner.

RESOLVED

 

Members considered the report and satisfied themselves that satisfactory progress was being made to achieve the Audit Plan for 2012/13.

 

ACTION

 

That a report on Drugs Storage and Disposal be provided at the next meeting. 

10.
EXTERNAL AUDIT PLAN AND AUDIT FEE LETTER 

As requested at the previous meeting, members had been provided with a copy of the External Audit Plan for 2012/13 and copies of the revised audit fee letters from KPMG. 

Julie Talbot drew members’ attention to specific areas of interest within the Plan including reference to KPMG’s Global Services team in India.  Julie explained that assurances had been given in relation to their handling of personal data or anything sensitive to policing.  At Nigel Brook’s request, Julie confirmed that KPMG would put in writing confirmation of these arrangements. 

It was confirmed that the Annual Governance Report would be available by 20 September 2013 and that the draft Accounts would be submitted to the Joint Audit Committee.

 

RESOLVED

 

Members noted the External Audit Plan for 2012/13 and the revised Audit Fee Letters.

 

ACTION

 

KPMG to write confirming their arrangements for handling of personal data or anything sensitive to policing.

 

Draft Accounts to be submitted to future meeting of the Joint Audit Committee. 
11.
DRAFT TREASURY MANAGEMENT STRATEGY

 

Members were provided with a report summarising the treasury management activity to date during 2012/13.  The report included a number of key documents including the proposed Treasury Management Policy and Strategy Statements for 2013/14.   

 

In response to queries, Judith Heeley provided an explanation of the credit ratings used by the Police and Crime Commissioner. 

RESOLVED

 

Members recommended the proposed Treasury Management Strategy for 2013/14 for approval by the Police and Crime Commissioner.

12.
REVIEW OF ACCOUNTING POLICIES 

RESOLVED

With the agreement of the Chair and other members of the Committee this item was withdrawn.

ACTION
It was agreed that this item would form part of a half-day workshop session on the new presentation of the Accounts.  Commissioning would form the topic of a later informal session for members.
 
13.
OFFICE OF THE POLICE AND CRIME COMMISSIONER: COMPLAINTS AND FREEDOM OF INFORMATION UPDATE 

 

Members were provided with details of the arrangements for complaint handling by the Office of the Police and Crime Commissioner and an overview of complaints received since 22 November 2012.  The report also provided an overview of freedom of information (FOI) requests received since the same date and sought members’ agreement to new arrangements for consideration of FOI appeals received by the Commissioner’s office.
 

In order to provide more independent scrutiny it was suggested that two members of the Joint Audit Committee consider FOI appeals received by the Commissioner’s office.
 

RESOLVED

 

Members noted the complaints and FOI monitoring information and arrangements.

 

Members agreed that two members of the Joint Audit Committee would consider FOI appeals received by the Commissioner’s office.

14.
SUMMARY OF ‘TAKING IT ON TRUST’

 

Members were informed that in other areas the Joint Audit Committee had discussed how it could get the broad range of assurances it needed to discharge its responsibilities.  In this context, Committees had been referred to the ‘Taking it on Trust’ review prepared by the Audit Commission.  Members had been provided with a summary of the report findings in order to inform the Committee’s further discussion of this area.  

 

Ann Liston said it was a useful checklist and suggested it could be used for discussion at the next meeting or be included in the member training session on accounting policies.
 

RESOLVED

 

Members noted the report.

 

ACTION

 

That hard copies of the ‘Taking it on Trust’ report be provided to members.

 

That the report be included in one of the member training sessions.

15.
THREE YEAR FORWARD COMMITTEE WORK PLAN

 

Members were provided with details of a draft Committee three year forward work plan.  The work plan would be supplemented with training and development requirements and reports on specific areas of concern or risk.

Richard Baldwin felt it would be helpful if training needs could be built into the work plan.

RESOLVED
Members approved the draft work plan with the inclusion of training and development requirements.
ACTION

That members review the work plan as a standard item at each meeting.
 

Circulate the Committee’s calendar of meetings to members.
The meeting closed at 12.45pm.
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