. OFFICE OF THE POLICE & CRIME

NORFOLK

CONSTABULARY
Our Priority is You

¥ COMMISSIONER FOR NORFOLK

AUDIT COMMITTEE
Monday 30™ July 2018 at 2.00 p.m.
Wroxham Room, Jubilee House, Falconers Chase,

Wymondham, Norfolk NR18 OWW

A GENDA

Note for Members of the Public: If you have any specific requirements to enable

you to attend the meeting, please contact the OPCCN (details overleaf) prior to the
meeting.

Part 1 — Public Agenda

1.

Welcome and Apologies
Declarations of Personal and/or Prejudicial Interests
To approve the minutes of last meeting held on 17" April 2018

Update on the Audit of the 2017/18 Statements of Accounts — Report from
Chief Finance Officer

Internal Audit — Reports from Head of Internal Audit (TIAA)
e 2018/19 Progress Report (including outstanding reports from 2017/18)
e 2018/19 Follow Up Review

Audit Committee Annual Report 2017/18 — Report from Chair of the Audit
Committee

Forward Work Plan — Report from Chief Finance Officer



Part 2 — Private Agenda

8. Strategic Risk Register Update — Report from Chief Executive and Chief
Constable
9. Date of Next Meeting

Tuesday 23" October at 2pm in the Wroxham Room.

Enquiries to:

OPCCN

Building 8, Jubilee House,

Falconers Chase, Wymondham, Norfolk, NR18 OWW

Direct Dial: 01953 424455 Email: opccn@norfolk.pnn.police.uk

an AT LRIy FORMEINFE N ENE - 1§20 01953 424455 BU& HL TR ¢
opccn@norfolk.pnn.police.uk EfZiGtE T L2 IR F ST R AE,

Ecnn Bbl XOTUTE NONYYNTb LaHHbIA OOKYMEHT Ha PYCCKOM A3blKe, NOXamnywucTa,
obpatntecb B  YnpaBrneHue nNOAMUMM U KOMWUCCUM MO  PACCMOTPEHUIO
npasoHapyLweHnin B rpadpctee Hopdonk no ten. 01953 424455 vinu no aneKkTpoHHOM
noyrte: opccn@norfolk.pnn.police.uk

Se desejar obter uma coépia deste documento em portugués, por favor contacte o
Gabinete do Comissario da Policia e Crimes através do 01953 424455 ou pelo e-
mail:

opccn@norfolk.pnn.police.uk

Jei Sio dokumento kopijg norétuméte gauti lietuviy kalba, praSome susisiekti su
Policijos ir nusikalstamumo komisary tarnyba Norfolko grafystéje (Office of the Police
and Crime Commissioner for Norfolk) telefonu 01953 424455 arba elektroninio pasto
adresu opccn@norfolk.pnn.police.uk

Jesli chcieliby Panstwo otrzymacd kopie niniejszego dokumentu w jezyku polskim,
prosimy skontaktowaé sie z wladzami policji hrabstwa Norfolk (Office of the Police
and Crime Commissioner for Norfolk) pod numerem 01953 424455 lub pisa¢ na:
opccen@norfolk.pnn.police.uk




Audit Committee
30 July 2018
Agenda Item: 3

OFFICE OF THE POLICE & CRIME
COMMISSIONER FOR NORFOLK

NORFOLK

CONSTABULARY
Our Priority is You

MINUTES OF THE AUDIT COMMITTEE MEETING
HELD ON TUESDAY 17 APRIL 2018 AT 2 PM
IN THE WROXHAM ROOM, JUBILEE HOUSE,

FALCONERS CHASE, WYMONDHAM

Members in attendance:
Mr R Bennett (Chairman)

Mrs J Hills
Ms A Bennett

Also in attendance:

Mr N Dean Deputy Chief Constable (DCC)

Mr J Hummersone Chief Finance Officer (CFO)

Mr M Hodgson Associate Partner, Ernst &Young LLP
Mr C Harris Head of Internal Audit, TIAA

Ms F Dodimead Director of Audit, TIAA

Part 1 - Public Agenda

1.

2.

3.

Welcome and Apologies

The Chairman reported that Mr A Matthews had been appointed to the vacant
position on the Committee. Mr Matthews was unavailable for this meeting.

The Chairman welcomed Mark Hodgson to the meeting. Apologies were noted
from Mark Stokes (Chief Executive, OPCC) and Peter Hargrave.
Declarations of Personal and/or Prejudicial Interests

Members were reminded of the need to update their Disclosable Interests.

To confirm the minutes of the meeting held on 9 January 2018

Subject to one minor spelling correction the Minutes were approved as a
correct record.



4.1

4.2

4.3

4.4

4.5

5.1

5.2

5.3

Internal Audit - 2017/18 Audit Progress Report and Follow Up Report
- 2017/18 Annual Report
- 2018/19 Internal Audit Plan (Final)

The Head of Internal Audit and Director of Audit introduced the Progress Report.
The 10 outstanding draft reports would be present to the July meeting of the
Committee. The Committee raised questions and received explanations on the ill
health retirement, temporary recruitment, absence management, purchase cards
and payroll reports particularly focussing on those with Limited Assurance. The
CFO agreed to report back on two matters; reassurance that the 70 members of
staff affected by HMRC reconciliation problems were aware of the problem and
being suitably assisted, and the reason(s) for the big difference in year to date
creditor spend between Norfolk (£55.9m and Suffolk £10.2m).

The Head of Internal Audit and Director of Audit introduced the Follow Up Report.
It was noted that only 20 recommendations remained unimplemented, none of
them Priority 1. The CFO gave some examples of why deadlines had to be
extended. The Committee regarded the situation as perfectly acceptable.

Finally, the Head of Internal Audit introduced the Internal Audit Annual Report
which summarised the work carried out during the year and the Committee was
pleased to note the positive opinion given. The Head of Internal Audit drew
attention to 8 limited assurance reports giving notice that if there were more than
8 in 2018/19 then a less positive opinion was likely. It was pointed out that
management had directed audit activity to areas where good assurance was
unlikely. The Director of Audit reported good engagement with auditees.

The Chairman summarised the discussions, welcomed the direction of travel
detailed in the report and noted that all areas of the business had been looked at,
not just those performing well. He also welcomed the wider perspective being
taken by internal audit but recognised that the organisation was under pressure.
Appreciation was expressed by the CFO, the Chairman and the Committee for
the diligent way that the Director of Audit and her team had worked through the
plan and reported to the Committee.

The Committee noted the reports.

Review of the effectiveness of the system of internal control and the draft
Annual Governance Statement (AGS) 2017/18

The CFO introduced the report and explained that the production of the Annual
Governance Statement was a commentary on compliance by the organisation
with the Code of Corporate Governance and also served to document the review
of the system of internal control.

Minor changes were noted to the Corporate Governance Framework in particular
changes to the forces meeting structure (Diagram?2).

The CFO described the work of the Corporate Governance Working Group which
had overseen the review and the production of the AGS. He highlighted the
detailed commentary on the work of Her Majesty’s Inspector of Constabulary and

2.
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5.4

5.5

5.6

6.1

the Fire Service (HMICFRS) including actions taken as a result of the inspection
recommendations. It was noted that although there were no significant
governance issues the report did contain a summary of the 8 limited assurance
audits discussed under the previous agenda item.

The Corporate Governance Working Group had concluded that the governance
arrangements were fit for purpose in accordance with the Framework. It was
noted that the Group would focus on one of the Principles in the Code of
Corporate Governance when overseeing the 2018/19 AGS.

The Committee noted that the CFO would make further updates to the AGS and
that the latest draft would be published alongside the draft 2017/18 Statements of
Accounts at the end of May.

The Committee noted the completion of the review of the system of internal audit
and endorsed the draft Annual Governance Statement.

Forward Work Plan

The Committee noted the Plan with some minor changes.

Part 2 - Private Agenda

7.

7.1

7.2

Strategic Risk Register Update

The CFO introduced the report. Members had taken part in a risk management
workshop in the morning and there had been a discussion on most of the key
risks under other agenda items. There were no particular concerns and members
welcomed the narrative summaries of the risks included in the covering report.

The Committee was aware that the recommendations from TIAA regarding the
format or the risk registers would be considered by the force and the OPCC in
due course.

Date of Next Meeting

30™ July 2018 at 2 pm in the Wroxham Room

The meeting closed at 15:45.

Mr R Bennett
CHAIRMAN
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- N OFFICE OF THE POLICE & CRIME
COMMISSIONER FOR NORFOLK

ORIGINATOR: Chief Finance Officer

REASON FOR SUBMISSION:  To note.

SUBMITTED TO: Audit Committee — 30 July 2018

SUBJECT: Update on the Audit of the Statements of Accounts
2017/18

SUMMARY:

1. The statutory deadline for the sign off of the 2017/18 Statements of Accounts

(31 July 2018) will not be met.

2. It will be necessary to convene an additional meeting of the Committee to receive
the accounts.

RECOMMENDATION:

1. The Committee is invited to note the report.




1.1

1.2

1.3

1.4

1.5

2.1

2.2

Background

In discussions with the external auditor, over the last week or so, it has become
apparent that it will not be possible to complete the audit and for the accounts to
be signed off by the statutory date of 31 July 2018.

As a result, there has been an exchange of correspondence between the Chief
Financial Officers of Norfolk and Suffolk (similarly affected) and Ernst and Young.

The correspondence is attached to this report:-
e Letter from Mark Hodgson, EY to the Norfolk CFO dated 23 July 2018
o Letter from the CFOs of Norfolk and Suffolk to EY dated 23 July 2018 (and
an Appendix).

The external auditor mentions finalising the audit in August or September.

At its meeting in September 2017, the Committee sought, and received,
reassurances from Ernst and Young that the tighter deadline (sign off by end of
July instead of end of September) would be achievable.

The Statutory Position
Extract from the Accounts and Audit Regulations 2015:-

Publication of statement of accounts, annual governance statement and
narrative statement for Category 1 authorities

10.—(1) A Category 1 authority must, after approving the statement of accounts in
accordance with regulation 9(2) but not later than 31st July of the financial year
immediately following the end of the financial year to which the statement relates,
publish (which must include publication on the authority’s website)—

(a) the statement of accounts together with any certificate or opinion, entered by
the local auditor in accordance with section 20(2) of the Act;

(b) the annual governance statement approved in accordance with regulation 6(2);
and (c) the narrative statement prepared in accordance with regulation 8.

(2) Where an audit of accounts has not been concluded before the date specified
in paragraph (1) an authority must—

(a) publish (which must include publication on the authority’s website) as soon as
reasonably practicable on or after that date a notice stating that it has not been
able to publish the statement of accounts and its reasons for this; and

(b) comply with paragraph (1) as if for “but not later than 31st July of the financial
year immediately following the end of the financial year to which the statement
relates” there were substituted “as soon as reasonably practicable after the receipt
of any report from the auditor which contains the auditor’s final findings from the
audit which is issued before the conclusion of the audit”.

In simple term we will need to publish, before the 31 July 2018, the reasons for not
being able to publish the audited statements of accounts. Then we will need to
publish the audited accounts “as soon as reasonably practical....”

Audit Committee 30 July 2018 Page - 2 -
Agenda ltem 4 — Update on Audit of Accounts 2017/18
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3. Conclusion

3.1 It is most disappointing that the deadline will be missed given the amount of hard,

professional work undertaken by the Finance Team.

3.2 We will seek to agree a programme of work with Ernst and Young which will

enable the audit to be completed as soon as possible.

3.3  An additional meeting of the Committee will need to be convened to receive the
Auditor’s Report on the Accounts and the Annual Governance Statement.

ORIGINATOR CHECKLIST (MUST BE COMPLETED)

PLEASE STATE

‘YES’ OR ‘NO’
Has legal advice been sought on this submission? No
Has the PCC’s Chief Finance Officer been consulted? Yes

Have equality, diversity and human rights implications been
considered including equality analysis, as appropriate?

Not applicable

Have human resource implications been considered?

Not applicable

Is the recommendation consistent with the objectives in the Police
and Crime Plan?

Not applicable

Has consultation been undertaken with people or agencies likely to
be affected by the recommendation?

Not applicable

Has communications advice been sought on areas of likely media
interest and how they might be managed?

No — not yet.

Have all relevant ethical factors been taken into consideration in
developing this submission?

Ethical considerations
have been taken into
account in the
production of the
Annual Governance
Statement and the
Accounts.

In relation to the above, please ensure that all relevant issues have been highlighted in the ‘other

implications and risks’ section of the submission.

Audit Committee 30 July 2018
Agenda ltem 4 — Update on Audit of Accounts 2017/18
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EY Ernst & Young LLP Tel: + 44 1223 394400
One Cambridge Business Park Fax: + 44 1223 394401

Building a better Cambridge ey.com
working world CB4 0WZ
John Hummersone 23 July 2018

Chief Finance Officer to the Chief Constable for Norfolk , ‘
. . . . . .. Ref: Norfolk Police 17-18 audit/EY
Chief Finance Officer to the Police & Crime Commissioner for Norfolk  vour ref:

Direct line: +44 7541 346507

Email: mhodgson®@uk.ey.com

Dear John,

Norfolk Police - (Group, PCC and CC financial statements)
2017-2018 External Audit update

Further to our conversations last week, I am writing to confirm with you that my judgement is to
postpone the completion of the external audit until August and September 2018.

| discussed with you the status of the audit. | have balanced the scale, complexity and risk of the audit
procedures that still need to be completed with the amount of time and audit resources available to do
this. In order to safequard the quality and integrity of the external audit, | have reluctantly concluded
that the completion of the audit before the end of July 2018 is not viable, and that a postponement is
necessary.

| do recognise and appreciate the time, effort and investment that you have and continue to make to
support the external audit through your finance team, and that this decision will be disappointing to
both you, the Police & Crime Commissioner, the Chief Constable and their respective Joint Audit
Committee.

There have been two key issues leading me to make the above judgement:

* Property, Plant & Equipment Valuations - We have assessed the estimate of land and buildings
provided by management's expert. Our initial work indicates the estimate is outside of our
acceptable range. This has triggered the need for greater review, which will include
understanding management’s expert's estimation basis, challenge of the assumptions and
consideration of other local factors. This may then lead to specific work procedures on a
sample of assets to gain sufficient assurance for opinion purposes.

+ We have experienced delays in completing our audit work program to the envisaged timetable.
An element of this is in relation to the Property, Plant & Equipment issue above. There have
been some other delays in the provision of adequate supporting working papers or follow up to
initial audit questions for other items of account within the financial statements. In addition,
there have been delays within our own audit team - in terms of delivery to timetable and
documenting our work to the required standards.

The UK firm Ernst & Young LLP is a limited liability partnership registered in England and Wales with registered number OC300001 and is a member firm of Emst & Young Global Limited.
A list of members’ names is available for inspection at 1 More London Place, London SE1 2AF, the firm’s principal place of business and registered office. Ernst & Young LLP is a multi-
disciplinary practice and is authorised and regulated by the Institute of Chartered AccountantsSh England and Wales, the Solicitors Regulation Authority and other regulators. Further details
can be found at http://www.ey.com/UK/en/Home/Legal.



EY 2

Building a better
working world

| recognise that we need to reconnect with you and your finance team to work through the issues and
to that end we have set out and agree detailed project and resource plan to complete the external audit
testing by the middle of August. | and my External Audit Manager, Chris Hewitt, will be available to
update the Joint Audit Committee at its meeting on Monday 30 July 2018.

In my professional opinion, | would not deem it appropriate for the Joint Audit Committee to consider,
nor the Police & Crime Commissioner and Chief Constable to approve, their respective financial
statements at the Audit Committee on the 30 July. Whilst the published draft financial statements may
not change, | cannot give any assurances at this point in time, for the reasons set out above.

| would suggest that we convene either a special Joint Audit Committee, or a meeting(s) with the Police
& Crime Commissioner and Chief Constable, once | am in a position to fully report the findings and
outcomes from our audit.

In order to comply with the requirements of the Accounts and Audit Regulations 2015, I highlight in
red below the relevant section of the regulations that need to be adhered to.

Extract from the Accounts and Audit Regulations 2015
Publication of statement of accounts, annual governance statement and narrative statement for
Category 1 authorities

10.—(1) A Category 1 authority must, after approving the statement of accounts in accordance with
regulation 9(2) but not later than 31st July of the financial year immediately following the end of the
financial year to which the statement relates, publish (which must include publication on the
authority’s website)—

(a) the statement of accounts together with any certificate or opinion, entered by the local
auditor in accordance with section 20(2) of the Act;

(b) the annual governance statement approved in accordance with requlation 6(2); and (c)
the narrative statement prepared in accordance with regulation 8.

(2) Where an audit of accounts has not been concluded before the date specified in paragraph (1) an
authority must-

(@) publish (which must include publication on the authority’'s website) as soon as reasonably
practicable on or after that date a notice stating that it has not been able to publish the statement
of accounts and its reasons for this; and

(b) comply with paragraph (1) as if for "but not later than 31st July of the financial year
immediately following the end of the financial year to which the statement relates” there were
substituted “as soon as reasonably practicable after the receipt of any report from
the auditor which contains the auditor’s final findings from the audit which is issued
before the conclusion of the audit”.

10



EY

Building a better
working world

| understand that you will wish to brief the Police & Crime Commissioner, the Chief Constable and the
Chair of the Joint Audit Committee on this position, and | am happy to have discussions as necessary.
| hope that this letter assists you in doing so.

Yours sincerely

M»& e HonGSon/

Mark Hodgson

Associate Partner

For and on behalf of Ernst & Young LLP
United Kingdom

11



NORFOLK

CONSTABULARY
Our Priority is You

SUFFOLK

CONSTABULARY

Taking pride in keeping Suffolk safe

Mark Hodgson (Associate Partner)
Ernst & Young LLP

One Cambridge Business Park
Cambridge

CB4 0wz

23" July 2018

Dear Mark,

Thank you for meeting with us last Tuesday, 17" July, to discuss progress with the
audit. However, over the last few days we have reflected on the meeting and we wish
to register our extreme disappointment that the Audit Opinion will not be signed until
after the 31%' July 2018.

At the Norfolk Audit Committee last year on 5" September and Suffolk on the 22"
September 2017 your predecessor reassured members that Ernst and Young would
be able to complete the audit in the reduced timescale.

On Friday 20" July we received an email from Chris Hewitt that included a
document that attributes the delays between the EY team and that of the
constabulary. We completely disagree with the majority of the contents of this
document. Please see attached Appendix 1 that outlines the areas we contest.

In addition, Chris Hewitt also attached a document with the remaining work plan to
complete the audit. This schedules the remainder of the audit beyond the statutory
date for its conclusion and “covers the plan to complete the remaining elements of
the audit by Friday 10 August 2018 in preparation for Mark's review upon Mark’s
return from annual leave.”

We find this unacceptable.

The 3 week plan from Chris Hewitt is set out on the following page (cut and paste
from the spreadsheet Chris Hewitt sent to us). This includes many basic audit items
(agreement of Financial Statements; Cash and Bank as two examples) as well as
some significant items (e.g.PFI) that have not yet commenced / been completed. Of
the 36 items listed in the three tables below, only 5 or 6 are mentioned on your
document of delays. The rest are not the result of any audit delays.

12



The PCCs for Norfolk and Suffolk and CCs of Norfolk Constabulary
Week 23 July 2018

Key elements of work
Payroll Control Account Reconciliation

Police Pension

Police Pension - Lump Sums

IAS 19 local Government Pensions

Income

Expenditure

External Funding Analysis

Journals

Agreement of Financial Statements

Audit Results Report

The PCCs for Norfolk and Suffolk and CCs of Norfolk Constabulary
Week 30July 2018

Key elements of work

Police Pension

PFI

Reserves

Exit Packages

Financial Instruments

Cash and Bank

Cash Flow

Collaboration

Fixed assets

Provisions

Reserves

The PCCs for Norfolk and Suffolk and CCs of Norfolk Constabulary
Week 6 August 2018

Key elements of work

PFI

Payroll Control Account Reconciliation (if required)

Narrative Statement

Accounting Policies

Contracts

Remaining Grant Work

Interest Income

Interest Payable and Borrowing

All other minor disclosures not separately identified

Agreement of Financial Statements

Contingent Liabilities

Post Balance Sheet Events

Final Conclusion Steps

Whole of Government Accounts

Audit Results Report
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We then received a letter from you on Monday 23rd July where you now say that
your ‘judgement is to postpone the completion of the external audit until August and
September 2018.” You then go on to say “/ would not deem it appropriate for the
Joint Audit Committee to consider, nor the Police & Crime Commissioner and Chief
Constable to approve, their respective financial statements at the Audit Committee
on the 30 July.” This is in contrast to the position we had agreed with you on Tuesday
17" July, where we had agreed for you to issue an Audit Results Report for the Audit
Committees that outlined (a reduced number) of items still to be concluded, and for
the PCC and CC to approve the accounts at the 30" July.

We are disappointed this view has subsequently changed.

Also in your letter dated Monday 23™ July, you have outlined two key issues that
have led you to conclude to postpone the conclusion of the audit beyond the end of
July:

1. Property, Plant & Equipment Valuations - We have assessed the estimate of
land and buildings provided by management’s expert. Our initial work
indicates the estimate is outside of our acceptable range. This has triggered
the need for greater review, which will include understanding management’s
expert’s estimation basis, challenge of the assumptions and consideration of
other local factors. This may then lead to specific work procedures on a
sample of assets to gain sufficient assurance for opinion purposes.

Valuations were supplied by the constabularies team in January, and the EY expert,
Gerald Eves, supplied their information for assessment of tolerance in April. We
were only informed of an issue with tolerance last week, and we discussed the issue
with you at the meeting on the 17" July. We then issued EY with our technical
response on 19" July. Had the assessment of tolerance been undertaken at the
point of receipt of the Gerald Eves information, this issue would have already been
resolved.

2. We have experienced delays in completing our audit work program to the
envisaged timetable. An element of this is in relation to the Property, Plant &
Equipment issue above. There have been some other delays in the provision
of adequate supporting working papers or follow up to initial audit questions
for other items of account within the financial statements. In addition, there
have been delays within our own audit team — in terms of delivery to timetable
and documenting our work to the required standards.

We disagree with the view contained in this statement about the impact of the
constabulary side, and have provided detailed responses to the issues within Chris
Hewitt’'s document, and as previously stated these responses are attached to this
letter (see Appendix 1).
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Our view is that EY has completely under-resourced this audit, and we would like to
raise the following resourcing points:

The main audit was due to start on 4™ June (leaving just under 2 months to
complete the audit work)

Chris Hewitt had several audits to manage and on average has only been on
site 1 day a week

An auditor was unavailable for the Norfolk and Suffolk audits from 4™ June to
25" June as he was working on the Beds / Cambs / Herts audits

The new audit lead only arrived on site 11" June

In addition to this there was a change of audit lead between the interim audit
and the main audit, and there does not appear to have been an adequate
handover

It should also be noted that the audit team are not experienced auditors, and this has
led to delays in resolving issues until Chris Hewitt was available.

In contrast, the constabulary team remains the same qualified, experienced and
highly professional team that has had an excellent reputation with auditors and fellow
professionals in the region for many years. The quality of working papers, for
example, has always been reported as excellent.

There has also been a number of audit process and EY system issues that have
generated significant delay:

Income and Expenditure samples were not supplied until 10" July (over a
month after the audit commenced)

To this date it appears one of the auditors is not set up on the client portal (this
is where we upload audit documents and working papers) and therefore
everything has to go via the audit lead

Documents that had previously been e-mailed to the previous audit lead, had
to be re-uploaded to the portal as EY could not access them

EY had not populated the portal with all the Suffolk requirements for the Client
Assistance Schedule (CAS)

The EY team regularly ask the constabulary team to guide them to the correct
CAS request, as they do not appear to have an adequate understanding of
what has been requested

We have had to re-upload documents that EY could not open

15



As you stated at the meeting on Tuesday 17" July, the audit was scheduled late in
the sequence of your audits, because we were seen as low risk (due to the quality of
our team and their working papers). At the meeting you stated Norfolk and Suffolk
were the only 2 out of 21 clients of yours that would not receive an opinion on

time. We can only conclude that this scheduling, coupled with an inadequately
resourced and inexperienced audit team has led to missing the statutory deadline,
and we find this completely unacceptable.

Yours sincerely,

John Hummersone Chris Bland
Chief Finance Officer Norfolk Chief Finance Officer Suffolk
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AUDIT COMMITTEE
30 JULY 2018
AGENDA ITEM: 6

NORFOLK

CONSTABULARY
Our Priority is You

-5 OFFICE OF THE POLICE & CRIME
COMMISSIONER FOR NORFOLK

ORIGINATOR: Chairman

REASON FOR SUBMISSION: For review and comment

SUBJECT: Audit Committee Annual Report — 1 April 2017 — 31 March 2018

SUMMARY:

The work undertaken by the Committee is presented in the Annual Audit Committee
Report.

RECOMMENDATION:

The Committee is asked to review and comment on the draft Report.

Audit Committee 30" July 2018 1
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Introduction

The purpose of the Audit Committee is to provide independent advice and
recommendations to the Police and Crime Commissioner and the Chief Constable
for Norfolk on the adequacy of governance and risk management frameworks, the
internal control environment and financial reporting.

The Committee has an independent role to review the effectiveness of governance,
risk management and control arrangements in the Office of the Police and Crime
Commissioner for Norfolk (OPCCN) and in Norfolk Constabulary. It also reviews
financial reporting and annual governance processes as well as the work of the
internal and external auditors.

This report covers the activities undertaken by the Audit Committee at its meetings
during the period from 1 April 2017 to 31 March 2018.

The Committee comprises 5 independently appointed members who have a range of
backgrounds and experience. During the period, it met 4 times and these meetings
are open to the public to attend.

Governance and Risk Management frameworks

During the year, the Committee reviewed and approved the Annual Governance
Statement for the year ended 31 March 2017 which sets out the arrangements that
operated to ensure effective governance in the OPCCN and the Constabulary.

This statement was published as part of the annual financial statements for the year
ended 31 March 2017. It is also reviewed by the external auditor who did not raise
any issues in relation to its contents as part of the annual audit process.

At each of its meetings during the year, the Committee reviewed the strategic risks
facing the OPCCN and the Constabulary, together with the actions being taken by
management to manage those risks effectively. The Committee also discusses any
emerging risks with representatives from the OPCCN and the Constabulary.

Internal Controls

Internal auditors have been appointed to assess and test the operation of internal
controls in a number of activities based on a programme of work for the year. The
Committee reviewed and agreed the internal audit plan for the 2017/18 year and
then received progress reports from the internal auditors on their work at each
meeting.

The Committee also discussed individual internal audit reports with the internal audit
team and with management at each of its meetings with particular emphasis on
those reports where the overall conclusion was one of limited assurance.

The internal audit reports included progress in implementing agreed
recommendations arising from earlier assignments. The Committee has been

Audit Committee 30™ July 2018 2
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pleased with the progress that has been made by management to action
recommendations. It will continue to focus on this important area.

The Committee also considered the draft internal audit strategic and annual plan for
2018/19 noting the need to address those areas of greatest risk to the delivery of the
OPCCN and Constabulary objectives.

Financial Reporting

The OPCCN and the Constabulary are required to produce annual financial
statements in accordance with recognised accounting standards and which are then
subject to an independent external audit.

Prior to the production of the annual accounts, the Committee reviewed the
accounting policies to be used in compiling the accounts. It also reviewed the draft
annual accounts before the external audit process commenced and questioned the
Chief Finance Officer on a range of accounting matters that they contained.

At the conclusion of the external audit process, the Committee received a report from
the external auditor which set out the results of the audit work in relation to annual
accounts and the arrangements for securing value for money in the use of resources
at the OPCCN and the Constabulary.

The external auditor provided unqualified opinions for the year ended 31 March
2017. The external auditor summarised all of these results in an Annual Audit Letter
which was presented to the Committee and published on the OPCCN website in
September 2017.

The Committee recorded its appreciation of management in achieving this positive
report. It also noted the tighter timescales for publishing and auditing the financial
statements for 2017/18.

The Committee also received details of the work to be carried out by the external
auditor on the annual accounts for 2018/19.

Other Matters

The Committee reviewed the annual Treasury Management strategy for the year
ending 31 March 2019, together with an update on treasury activities during 2017/18.
The strategy sets out details of the approach to managing debt and investments.

Following a national procurement exercise to appoint external auditors, the
Committee noted that Ernst & Young had been re-appointed as the external auditor
to the OPCCN and the Constabulary for a 5 year term from 1 April 2017.

As well as its formal meetings, the Committee meets to discuss topics that are
relevant to its business so that members have a greater insight into policing matters.

Topics that have been included in this programme of training and development
during the year were Strategic Collaboration with other forces, Norfolk 2020,
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information security and management and the implementation of IT systems such as
Athena.

The Committee also undertook a review of the skills of its members in order to
identify future training and development needs.

In the coming year, the Committee will review its effectiveness using the latest good
practice guidance for audit committees issued by the Chartered Institute of Public
Finance & Accountancy.

Rob Bennett

Chair

On behalf of the Audit Committee
June 2018
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AUDIT COMMITTEE
30 JULY 2018
AGENDA ITEM 7

7. NORFOLK

CONSTABULARY

Qur Priority is You

Forward Work Plan

23 October 2018

Welcome and Apologies

Declarations of Interest

Minutes of meeting 30 July 2018

Internal Audit
2018/19 Plan update and follow-up Report

Report from Head of Internal Audit

Annual Audit Letter

Report from Ernst and Young LLP

Strategic Risk Register update

Report from Chief Exec and CC

Forward Work Plan

Report from CFO

15 January 2019

Welcome and Apologies

Declarations of Interest

Minutes of meeting 23 October 2018

Audit Committee Terms of Reference

Report from CFO

Internal Audit
2018/19 Plan update
2019/20 Internal Audit Plan (draft)

Reports from Head of Internal
Audit

External Audit
2017/18 Accounts Annual Audit Letter
2018/19 Audit Plan

Reports from Director, E&Y

Treasury Management
2018/19 Half Year Update
2019/20 Strategy

Report from CFO

Strategic Risk Register Update

Report from Chief Exec and CC

Forward Work Plan

Report from CFO

Audit Committee 30 July 2018
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16 April 2019

Welcome and Apologies

Declarations of Interest

Minutes of meeting 15 January 2019

Internal Audit
2018/19 Progress Report and Follow Up Review
2018/19 Annual Report
2019/20 Internal Audit Plan (Final)

Reports from Head of Internal
Audit

Annual Governance Statement 2018/19

Report from CFO

External Audit
Plan 2018/19

Report from Director, E&Y

Strategic Risk Register update

Report from Chief Exec and CC

Forward Work Plan

Report from CFO

Report Author

John Hummersone

Chief Finance Officer

01953 424484

Email: hummersonej@norfolk.pnn.police.uk

Audit Committee 30 July 2018
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