

[image: ]     [image: New Badge smaller badge]

[bookmark: _GoBack]
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Annwyl Syr/Fadam,
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Helen Morgan-Howard
Pennaeth Staff Dros Dro
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cofnodion 23-09-15
Minutes of the Joint Audit Committee
Tuesday 23™ September 2015 @ 10:00 am
SCC, Police Headquarters

Present: Mr Gawain Evans, Chair )
Mr Alasdair Kenwright ) Members of Joint Audit Committee
Mr Malcolm MacDonald )

In attendance:

Al

A2

A3

A4

A5

Christopher Salmon - Police & Crime Commissioner (PCC)
Simon Prince - Chief Constable (CC)

Helen Morgan-Howard - Chief of Staff, OPCC (HMH)
Jayne Woods - Chief Finance Officer, OPCC (CFO)

Edwin Harries — Director of Finance (DoF)

Karen Davies — Force Accountant (KD)

John Herniman - Engagement Director, WAO (JH)

Jason Garcia - Audit Manager, WAO (JG)

Vicky Davies — Head of Audit TIAA (VD)

Anne Williams - Support Officer, OPCC

Apologies for absence
Apologies for absence were received from Ann Williams Member of Joint Audit

Committee and Adrian Williams Director of Resources.

Declarations of interest
There were no declarations of interest.

To confirm the minutes of the meeting held on 23" June 2015
The minutes were agreed as an accurate record of the meeting.
Matters arising

Under A64 - It was agreed to discuss Financial Sustainability of Police Forces in
England & Wales under Any Other Business.

Under A58 - Business Continuity — a presentation will be made at the December
Committee meeting.

Financial year 2014/15:
To receive the draft Letter of Representation 2014-15

Police & Crime Commissioner for Dyfed-Powys & Chief Constable for Dyfed-
Powys
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The letters of representation formed part of the standard requirement of the audit of
financial statements of the Police and Crime Commissioner and the Chief Constable for
Dyfed-Powys for the year ended 31 March 2015 for the purpose of expressing an
opinion on their truth and fairness.

Members were satisfied with the content and confirmed that nothing further should be
brought to Wales Audit’s attention. Some minor amendments within the letters were
highlighted and following a discussion it was agreed that the letters be dated in
conjunction with or as close as possible to the signing of the accounts.

Decision: The Draft Letter of Representation of the Police & Crime
Commissioner was approved for signature.

The Draft Letter of Representation of the Chief Constable
was approved for signature.

To receive management’s response to the audit enquiries on arrangements for
the prevention and detection of fraud

JH referred to requirements set out in the International Standards on Auditing (ISAs)
which sought documented consideration and understanding on a number of governance
areas which impact on the audit of the financial statements. The report sets out
responses to enquiries made of Management, Police & Crime Commissioner and Chief
Constable and supports WAQ's audit opinion on the 2014-15 financial statements.

With reference to the questions asked of the PCC and CC, AMSK asked whether WAO
were satisfied with the responses received. ]G confirmed it was good practice to bring
the procedure to the Joint Audit Committee and JH confirmed that WAO were satisfied
with all representations.

It was noted that Members were content with the letter and responses.

Decision: Members were in agreement with management’s response to
the audit enquiries on arrangements for the prevention and
detection of fraud.

To consider the Wales Audit Office Audit of Financial Statements 2014-15

JH introduced the Wales Audit Office Audit of Financial Statements 2014/15 which
summarised key issues which had arisen from the audit of accounts.

JH recorded his thanks to the Finance Team for their work during the process and
confirmed the Auditor General’s intention to issue an unqualified audit opinion on the
financial statements of the Police and Crime Commissioner and of the Chief Constable
by the statutory deadline.
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Some minor amendments to both circulated sets of accounts were in agreement. No
uncorrected misstatements remained and misstatements corrected by management
were highlighted in the Appendices. JH summarised the reason for an adjustment to
Property, Plant and Equipment and made an observation regarding the recognition for
a provision in the accounts for backdated lump sum payments to pensioners.

2014/15 was the first year which required the accounts to disclose the ratio of the
Chief Executive’s and the Chief Constable’s remuneration to the median remuneration
of offices and staff; this was a matter discussed and corresponded upon with
management. The Chair questioned appropriate requirements in relation to this
disclosure.

JH referred to changes which affected all local government bodies in England and
Wales; namely changes to the definition of jointly controlled operations within the Code
of Audit Practice and audit regulations which meant that additional activities had to be
included in disclosures relating to collaboration. Although content with the information
within the accounts JH highlighted recommendations for future accounts. The Chair
requested clarification on a collaboration matter which had resulted in the lack of
information being provided by another Force within the required time and sought
recommendations for future years. JH confirmed that the matter would subsequently
be raised with all appropriate bodies.

On behalf of the Committee, the Chair thanked KD and the Finance Team for their hard
work in producing the accounts. JG on behalf of the WAO team endorsed the Chair’s
sentiments.

The CC made an observation in relation to challenges in producing the accounts as a
result of changes within the force in order to deliver cost reductions.

JH referred to Welsh Government consultation on the timeline for faster closure of
accounts for local government bodies and timescales for closure for police bodies in
future year. He stressed the importance of starting to look at changing processes to
meet those deadlines. Invitations had been sent to appropriate personnel inviting
them to a good practice workshop. A long discussion ensued around workload relating
to these changes and MM stressed that changes also had major implications for WAO
and questioned preparation work in progress with regard to the changes.

To consider the Chief Constable’'s draft Annual Statement of Accounts for
2014-2015

It was highlighted that the draft accounts incorporated audit adjustments agreed with
Wales Audit Office which had not been subject to final checks by them and that the
draft version could be subject to further amendment.

The DoF gave a brief overview of the Chief Constable’s Statement of Accounts which
provided information on the financial position and financial performance for the
financial year 2014/15.





The Police Reform and Social Responsibility Act established each Chief Constable as a
legal entity or ‘corporation sole’ in their own right on 21% November 2012. This was
the third Statement of Accounts to be produced by the Chief Constable of Dyfed-Powys
under those arrangements.

The financial position of the consolidated Group of the Commissioner and Chief
Constable for Dyfed-Powys were set out in a separate Statement of Accounts document
produced by the Police and Crime Commissioner.

The Accounts provided detail of the financial affairs of the Chief Constable and
comprised of Independent Auditor's Report, Statement of Responsibilities for the
Statement of Accounts, Comprehensive Income and Expenditure Statement, Balance
Sheet and notes to the financial statements.

A lot of detail was comprised within the Foreword and the DoF drew Members’
attention to some factors worthy of noting. EH highlighted the year as a transition
year for the Force where all police staff under the direction and control of the Chief
Constable transferred into the employment of the Force on 1% April 2014, when all staff
previously were under the employment of the Police and Crime Commissioner.
Alongside this, the Force implemented the ‘Public First’” programme which sought to
realign and make minimally efficient the structures supporting operational policing.

The table on page 5 set out the final out-turn position for 2014/15 compared with the
original and revised budget for the Chief Constable. The Chief Constable had delivered
policing services well within the budget limits set for 2014/15 and contributed a sound
figure towards reserves. The DoF referred to Employee costs in terms of Officers being
above the budget and provided clarification. The DoF provided clarification on the
variance in Employee Police Staff costs and underspend due to the ‘Public First’ process
and made reference to other areas of variables.

Exceptional items of Income and Expenses were disclosed together with the impact of
the uncertain current economic climate on the Chief Constable i.e. the long awaited
outcome of the Formula Funding review consultation and CSR.

MM highlighted some minor amendments for consideration and the DoF reminded
Members that whilst the draft accounts incorporate audit adjustments agreed with
Wales Audit Office they had not been subject to final checks by them.

MM commented on the detail in relation to the HMIC inspections taken place in the
financial year. The DoF provided an appropriate explanation following a question on
commutation payments and the element of uncertainty in relation to them.

Under the section on Other Employees, the Chair questioned procedures for disclosing
Chief Constable employees’ remuneration over £60,000.





To consider the Police and Crime Commissioner’s draft Statement of Accounts
(Group Accounts) for 2014-2015

The CFO gave a brief overview of the financial position of the consolidated Group
Accounts which contained the Commissioner’s Accounts. Similarly to the Accounts of
the Chief Constable, the explanatory foreword provided an explanation of the
statements and their purpose and relationship. In brief the position of the
Commissioner showed an under-spend against budget which resulted in £618k being
transferred to reserves.

At the end of 2014/15 financial year the Commissioner held useable reserves
amounting to £45m which would reduce significantly over the next four years with the
majority being allocated for significant estate wide works. The CFO clarified the
position on the earmarked revenue reserves amount of £22.8m and the
Commissioner’s decision on the amount of reserves when setting a 5% reduction in
Council Tax payable.

The CFO provided an update on a national issue on the legality of some discretionary
allowances made payable to chief officers throughout England and Wales which
included a small number within Dyfed-Powys. A review of the existing information
available to the Commissioner was expected bringing the matter to a close with no
further action. JH confirmed that WAO were satisfied with the approach taken and the
expected conclusion. MM was content that a trail of actions was documented and that
various options had been considered in the event of any future queries. AMSK was
pleased that a conclusion had been reached and that at the time payments were made
in good faith with neither donor nor recipients wishing to act inappropriately.

MM questioned figures within the financial funds of the group compared to figures
guoted within the revenue budget not corresponding.

In response to a question on the content of a table on short-term debtors MM was
satisfied with the response provided by the CFO and the work undertaken following an
internal audit on debtors.

The DoF provided an explanation on the involvement of Force Presentation Fund.

MM highlighted minor areas within the accounts all of which were noted for revision.

MM was thanked for his thoroughness in examining the accounts.

The Chair concluded that Members were content with information within the Letters of
Representation and the Annual Statement of Accounts for 2014-15.

Decision: The Chief Constable’s draft Annual Statement of Accounts for
2014-15 and the Police & Crime Commissioner’s draft Annual
Statement of Accounts (Group Accounts) for 2014-15 were
approved.





Financial Year 2015/16
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Progress report of the Internal Auditors

VD drew attention to audits carried out since the previous meeting of the Joint Audit
Committee. There had been good progress to the Annual Plan 2015/16 with only
slight changes to timings proposed. Regular liaison meetings with Wales Audit Office
had taken place and no frauds or irregularities had been advised.

VD provided clarification following a question by the Chair on areas of slippage in the
first quarter which was not replicated into quarter 2.

The outstanding three Priority 1 recommendations highlighted that the Business
Continuity Planning implementation timescale had been moved to the end of December
and the other two Priority 1 recommendations, namely IT Systems and Debtors had
been finalised but left in the report for good practice and will come off next time.
Members were satisfied with this trail.

JH left the meeting at this stage.
Reports of the Internal Auditors -
HR Management - Absence Management Arrangements review

The review considered the arrangements in place for the management of sickness
absence including monitoring and reporting. The review also considered arrangements
for the prevention and lowering of sickness absence levels. The review awarded a
reasonable level of assurance with six Priority 2 recommendations being highlighted
around non-compliance with the Policy in place. Key findings highlighted that the
Policy was last reviewed in May 2015 and MM questioned any significant changes since
the established Policy dated September 2014. A response confirmed little change and
staff had been reminded of their responsibilities and compliance with the Policy. In
response to a question, the DoF provided clarification on the capabilities of TRENT
system in managing instances of sickness and linking with the HR system.

Review of the Mobile Phone Usage Arrangements

The review appraised the arrangements for issuing and returning mobile telephones
issued by the Force. The review also considered the arrangements for monitoring
usage and the process for ensuring reimbursement for private use.

The review awarded an overall assurance assessment of reasonable with three Priority
2 recommendations which highlighted anomalies in processes when recovering
outstanding debts. Members questioned the mechanisms and processes of the private
phone usage system.
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Review of the Arrangements for Authorising Payment of Overtime and
Additional Allowances

The review considered the arrangements for authorising and approving overtime and
the payment of additional allowances at Divisional and Departmental level. The review
awarded a substantial assurance assessment with key findings confirming robust and
effective processes in place for authorisation of additional allowance and overtime
payments to its employees. Recommendations referred to a couple of minor areas of
improvement in the completion and authorisation of forms.

Decision: The Joint Audit Committee noted the reports of the Internal
Auditors.

Treasury Management

The CFO confirmed that during the financial year 2014/15 the treasury management
function complied with its Treasury Management Policy Statement and treasury
management practices. None of the prudential indicators had been breached and a
prudent approach had been taken in relation to investment activity with priority being
given to security and liquidity over yield.

To date in 2015/16 Treasury Management activities continued to perform in line with
the current Treasury Management Strategy. In addition to current statutory
requirements, the CFO upon the advice of Arlingclose proposed two immediate changes
to the current Investment Strategy to allow for maximum investment opportunities
available in investments over 364 days. The CFO was in the process of conducting a
review of the Strategy for the next financial year with a view of making fundamental
changes to allow for an increase in returns and minimising exposure to risk.

MM questioned the requirements and legal obligation in relation to the impact on the
Commissioner’s ability to raise the precept should monies be invested for longer than
one year, a matter which the CFO agreed to explore.

In response to a question by AMSK, the CFO confirmed that changes proposed for next
year should result in us achieving an overall interest rate that is closer to the average
interest rate achieved by Arlingclose’s clients.

In response to a question from the Chair the CFO advised on the source whereby the
Force received credit rating advice.

Decision: The Joint Audit Committee considered the Treasury Outturn
Report for 2014/15, mid-year report for 2015/16 and
proposed changes to Treasury management Strategy.

Update on HMIC activity

The HMIC inspection regime had continued to be active and the DoF gave a verbal

update on recent activity. Eighteen specific recommendations on the thematic report
7
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on Firearms Licensing inspection were noted - nine of which were for the CC to action,
six for the Home Office and three for the national policing lead on firearms. Work was
in progress within the Force to develop a specific action plan in terms of HMIC findings.

Other inspection activity not reported on to date included Peer Leadership inspection,
Honour Based Violence, Child Sexual Exploitation and a re-visit of national Child
Protection. A thematic report on Vulnerability in case files inspection where Dyfed-
Powys Police Force had ten case files inspected with some national recommendations in
terms of that inspection was awaited.

HMIC were currently in Force looking at Effectiveness and Legitimacy with an
inspection due during September/ October 2015.

Decision: The Joint Audit Committee noted the information provided
verbally on HMIC activity.

To receive the Minutes of the Corporate Governance Group meeting 1
September 2015.

The DoF summarised key areas within the minutes. The updated Corporate
Governance Statements for the PCC and CC presented at the June Joint Audit
Committee meeting appeared in the PCC and CC Annual Accounts. Discussions on the
review of current issues which bore impact on governance arrangements concluded
that there was nothing of great significance that would bring the Force to change their
Corporate Governance Statements. An update on the monitoring of on-going tasks
together with a review of updated core principles was summarised. It was noted that
the role of the Ethics Group in reviewing key decisions strengthened effective scrutiny
on the management of risk. A short discussion ensued around engagement with
communities and stakeholders prior to the forthcoming election of Police and Crime
Commissioners and purdah period. The next meeting of the Group was due in
November.

Decision: The Joint Audit Committee noted the minutes of the
Corporate Governance Group 1%t September 2015.

Consultation on the 2016/17 Code of Practice on Local Authority Accounting

The CFO provided Members with information on two CIPFA consultation exercises due
for closure on 9 October 2015 - one on the Code of Practice for next year and the
other, of more interest to Members, the Simplifying of the Accounts (Telling the Story)
consultation. The CFO summarised key areas within the consultation paper and drew
attention to the pros and cons of options available. To date no opinion had been
formed and it was the CFO’s intention to conduct some further work to look at
implications for Dyfed-Powys.

Members made appropriate observations with regard to the preparation of the accounts
especially in terms of the timetable available to produce the accounts being curtailed.

8
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The CFO agreed to feedback Members’ comments when reporting back to CIPFA.
Joint Audit Committee training

A Joint Audit Committee Workshop had been arranged on 9" October 2015 in Colwyn
Bay. A draft agenda was available for Members’ perusal. Members were asked to
request any arrangements for overnight stay.

Members expressed concern that the agenda item covering risk registers would be a
duplication of previous year’s training. Whilst Members requested some variety they
appreciated that membership of the group in attendance would determine the content
under this item. The CFO agreed to feedback Members’ comments to the trainers.

Any other business
Change to Police & Crime Commissioner’s website

The CFO had fed back Members’ comments on the difficulty in locating the Joint Audit
Committee page on the Commissioner’s website. Under the new website this area was
located under Monitoring Your Commissioner section and the CFO referred Members to
the an useful search facility available on the website. Members were asked to view the
website and feedback any comments.

Meeting Dates 2016

The following dates for 2016 had been circulated to Committee Members and
representatives of WAO and TIAA - 22" March, 21% June, 20" September, 6™
December 2016.

Financial Sustainability

A report on the ‘Financial Sustainability of Police Forces in England and Wales’
produced by National Audit Office had been released in June. The report had been
briefly discussed at the June meeting where it was agreed to further discuss at the
September meeting. MM questioned whether an input into the consultation had been
sent as the deadline date for consultation had by now passed. MM expressed his
concerns as the report concentrated on high population urban forces and portrayed a
distorted picture as rural forces were not reflected within the report; similarly to the
consultation on reform of police funding arrangements in England and Wales. Whilst
an area within the content of the report referred to numbers of licensed premises, in
rural communities the number of off licences would produce more of an impact; this
was something not reflected within the document.

The CC endorsed issues around funding formula which were of concern to forces.

MM thanked the Chair for being able to raise his concerns on the report.





The Chair thanked everyone for attending the meeting.

The meeting closed at 12noon.
Next meeting - 9" December 2015
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Status of report

This document has been prepared for the internal use of Police & Crime Commissioner for
Dyfed Powys and the Chief Constable of Dyfed Powys Police as part of work performed in
accordance with statutory functions.

No responsibility is taken by the Auditor General or the staff of the Wales Audit Office in
relation to any member, director, officer or other employee in their individual capacity, or to
any third party.

In the event of receiving a request for information to which this document may be relevant,
attention is drawn to the Code of Practice issued under section 45 of the Freedom of
Information Act 2000. The section 45 Code sets out the practice in the handling of requests
that is expected of public authorities, including consultation with relevant third parties. In
relation to this document, the Auditor General for Wales and the Wales Audit Office are
relevant third parties. Any enquiries regarding disclosure or re-use of this document should
be sent to the Wales Audit Office at infoofficer@wao.gov.uk.

The team who delivered the work comprised John Herniman, Jason Garcia, Julie Owens
and Andy Bruce.
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Summary Report

Introduction

1.  This report summarises my findings from the audit work | have undertaken in relation
to both the Police & Crime Commissioner and Chief Constable of Dyfed Powys during
2015.

2. The work | have done allows me to discharge my responsibilities under the Public
Audit (Wales) Act 2004 (the 2004 Act) in respect of the audit of accounts and both
corporation soles’ arrangements to secure efficiency, effectiveness and economy in
their use of resources.

3. More detail on the specific aspects of my audit can be found in the separate reports
that | have issued during the year. My team has discussed and agreed these reports
with officers and presented them to the Police and Crime Commissioner, the Chief
Constable and Joint Audit Committee. My 2015 Audit Plan set out the significant
financial audit risks and Appendix 2 shows how they were addressed as part of the
audit.
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| issued unqualified opinions on the 2014-15 financial
statements of the Police & Crime Commissioner, the
Chief Constable and the Police Pension Fund

4.  The financial statements are an essential means by which the Police & Crime

Commissioner of Dyfed Powys (the Commissioner) and the Chief Constable for Dyfed
Powys Police (the Chief Constable) accounts for their stewardship of the resources at
their disposal and their financial performance in the use of those resources. It is their

responsibility to:

° put in place systems of internal control to ensure the regularity and lawfulness of

transactions;
° maintain proper accounting records; and
° prepare financial statements in accordance with relevant requirements.

5. | am required to audit the financial statements and to issue audit reports which include
an opinion on whether the financial statements give a ‘true and fair’ view of the state of

affairs of the Commissioner, the Chief Constable and the Police Pension Fund. The

reports also give my opinion on whether the financial statements have been properly
prepared in accordance with the Code of Practice on Local Authority Accounting in the

United Kingdom 2014-15 and relevant regulations.

6. On 29 September 2015, the Auditor General for Wales issued unqualified audit reports

on the Commissioner’s, Chief Constable’s and the Police Pension Fund'’s financial
statements.

7.  We received the draft financial statements for the year ended 31 March 2015 on
30 June 2015, which was in line with the agreed deadline.

8. | found the information and working papers provided to support the accounts to be

relevant, reliable, comparable, and easy to understand. We concluded that accounting
policies and estimates were appropriate and financial statement disclosures unbiased,

fair and clear.

9.  There were no significant difficulties encountered during the audit. We received
information in a timely and helpful manner and were not restricted in our work.

However some of the working papers requested, and set out, in our audit deliverables

document were not available at the start of the audit. We will hold a post project
learning event with the Finance department staff to consider ways the accounts

compilation and audit processes can be further improved, especially with the prospect

of earlier closing in the next few years.

10. One area that was material and particularly complex that required specific attention,
was a liability on the Police Pension Fund arising from updates to the calculation of

historic lump sum payments to pensioners retiring between 2001 and 2006. This was

the result of changes to historic commutation factors applicable to all police forces.

The statements presented for audit included an initial estimate for a provision for this

item. However, once further information was provided by the government actuary
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11.

department, the provision was revised and amendments made to the draft financial
statements. We concluded that the updated provision was a reasonable estimate of

the potential liabilities.

International Standard on Auditing (ISA) 260 requires auditors to report to ‘those
charged with governance’ the findings of the audit of the financial statements. The
Audit of the Financial Statements Report was presented to the Commissioner, Chief
Constable and to the Joint Audit Committee at their meeting on 23 September 2015. A
summary of the findings is set out in Exhibit 1.

Exhibit 1: Audit of Financial Statements Report to the Commissioner and Chief Constable

Reporting requirement Audit findings

Modifications to the auditor’s
report

Unadjusted misstatements

Views about the qualitative
aspects of the entity’s
accounting practices and
financial reporting

Matters corresponded upon with
management

Matters significant to the
oversight of the financial
reporting process

Material weaknesses in internal
controls

No modifications required, unqualified opinions given.

There are no misstatements identified in the financial
statements, which remain uncorrected.

No matters reported.

2014-15 was the first year that the accounts have been
required to disclose the ratio of the Chief Executive’s and
the Chief Constable’s remuneration to the median
remuneration of offices and staff. We noted that further
refinement to the calculation of the ratios is needed for
2015-16. No other significant matters were reported.

Changes to the definition of jointly controlled operations
within the Code of Audit Practice and audit regulations
means that additional activities need to be included in
disclosures relating to collaboration. Unfortunately, when
completing the draft accounts, information relating to a
number of these projects had not been provided by South
Wales Police. Despite this lack of information, the draft
accounts at 30 June 2015 did include an estimate of the
Force’s share of income and expenditure relating to these
jointly controlled operations in 2014-15.

This information was provided by South Wales Police in
July 2015 and amendments have been made to both
income and expenditure figures to reflect this information.
Whilst we are satisfied with the amendments made to the
2014-15 financial statements, we recommend that this
information is obtained earlier in future and reflected in the
2015-16 draft accounts.

No material weaknesses identified.

Page 6 of 14 - Annual Audit Letter for 2014-15 - Police & Crime Commissioner for Dyfed Powys and
Chief Constable of Dyfed Powys Police





Reporting requirement Audit findings

Matters specifically required by No matters reported.
other auditing standards to be

communicated to those charged

with governance

| am satisfied that the Commissioner and Chief
Constable had appropriate arrangements in place in the
year to secure economy, efficiency and effectiveness in
their use of resources

12.

13.

14.

15.

My consideration of the Commissioner’s and Chief Constable’s arrangements to
secure economy, efficiency and effectiveness has been based on the audit work
undertaken on the accounts. | have also placed reliance on the results of the audit
work undertaken on the Commissioner’s and the Chief Constable’s systems of internal
control, as reported in the Annual Governance Statements and my reports thereon; the
results of work carried out by the Auditor General; Internal Audit and other external
review bodies, eg HMIC, where relevant to my responsibilities; and any other work that
| considered necessary to discharge my responsibilities.

For the purposes of my work, | evaluated the Commissioner’s and the Chief
Constable’s systems against a number of questions. This approach is set out in detail
in Appendix 1. For each question, | consider whether there are gaps in the
arrangements expected to be in place, and the significance of those gaps.

The systems of control and governance have continued to develop in 2014-15. The
Commissioner’s Policing Board has met regularly in the year to consider Force
performance. The Corporate Governance Group has continued to review and revise as
appropriate the Corporate Governance Framework. The Joint Audit Committee has
met four times in 2014-15, and has considered the results of the work of Internal Audit
and ourselves. | and my team have also supported and worked with this Committee as
it carried out a self-assessment exercise of its own performance in the year. The Joint
Audit Committee has worked well, providing appropriate assurances and
recommendations to the Commissioner and Chief Constable.

In our 2015 Audit Plan, we stated our performance work programme would focus on a
review of the effectiveness of the Commissioner’s collaboration and partnership
arrangements, focusing primarily on Community Safety activities. Our force-level
review of community safety forms part of a national study, which is being undertaken
at an all Wales (Welsh Government), regional (PCC area) and local (local
authority/Community Safety Partnership) level. Whilst we have completed our local
fieldwork in Dyfed-Powys, our findings will also be informed by other streams of work
within the national study that have yet to be completed. This work includes data
analysis, surveys of the public and Community Safety Partnership members and
fieldwork at local authorities, partnerships and Welsh Government. Taking account of
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16.

17.

this additional work will significantly add value to our local work by providing additional
evidence and perspectives from a broad range of stakeholders.

When this additional work is completed early in 2016, we will produce a report for the
Commissioner and Chief Constable setting out our local findings on community safety
partnership working, taking account of the broader findings from evidence gathered for
the national study. Our national report will be published during 2016 and will provide
conclusions on the work of the all of the partners involved in the management of
community safety in Wales.

Based on the Commissioner’s and Chief Constable’s Annual Governance Statements
and as a result of the work carried out, as described above as part of my audit of the
2014-15 accounts, and all other information that | have considered to be relevant, | am
satisfied as to the existence of the arrangements that the Commissioner and Chief
Constable had in place during the year to properly support the achievement of his
responsibility to secure economy, efficiency and effectiveness in their use of
resources.

The Commissioner and Chief Constable effectively managed their
revenue budgets for 2014-15, and continue to respond positively to
significant financial challenges

18.

19.

The Commissioner and Chief Constable have continued to demonstrate robust
controls over their revenue budget for 2014-15. The net revenue budget for the year
was £97.9 million and a balanced budget was delivered. The Police Fund General
Reserve remained at £4.5 million at 31 March 2015 and other reserves increased from
£38.6 million to £41 million. This included £17.7 million set aside to fund specific
capital projects including the development of a new custody suite in Carmarthenshire.

The Commissioner and the Chief Constable continue to receive regular reports, on
expenditure and position against budget. The Force has estimated that £13.3 million of
cost reductions will need to be found between 2015 and 2019. At present the Force
has identified £6.3 million of the savings required and is continuing to review options to
find the remaining £7.0 of savings needed by 2018-19.

Dyfed Powys Police has made progress on developing plans to manage
the financial pressures over the medium and longer term but further
work is required

20.

21.

Our aligned work programme with HMIC involved jointly gathering evidence on
whether the Commissioner’s savings programmes are delivering positive and
measurable changes towards a sustainable police service.

In October 2015 HMIC published its PEEL assessment of efficiency for Dyfed Powys
Police. This work aimed to answer the following three questions:-

a) How well does the Force use its resources to meet its demand?
b) How sustainable and affordable is the workforce model?
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c) How sustainable is the Force’s financial position for the short and long term?

22. HMIC ‘s overall conclusion was that Dyfed Powys Police required improvement. The
Force was judged to be good on the first question but requiring improvement in
guestions two and three.

23. HMIC found that Dyfed-Powys Police was partly prepared to face its future financial
challenges. It was improving its understanding of the demands on its services and was
currently able to respond to all crimes. It was investing in technology to increase
efficiency. However HMIC was concerned that as resources reduced in the future, the
Force had not made enough progress in planning how it would be able to continue
providing effective policing with fewer staff, nor how it would deal with some of the
financial uncertainties it faced. In last year’s value for money inspection programme,
which considered how forces had met the challenge of the first spending review
period, Dyfed-Powys Police was judged to be good. Further details of the PEEL
methodology and the detailed PEEL assessment conclusions relating to Dyfed Powys
Police are available on HMIC’s website at
http://www.justiceinspectorates.gov.uk/hmic/.

24. Reviews conducted by HMIC support my conclusions about arrangements to secure
an efficient and effective police service. We continue to provide challenge and support
to senior officers and staff through our ongoing discussions on the in-year and future
plans of the Commissioner and Chief Constable.

| issued a certificate confirming that the audit of the
accounts has been completed on 29 September 2015

25. lissued a certificate confirming that the audit of the accounts for the Commissioner
and the Chief Constable had been completed on 29 September 2015.

26. | have also completed the audit of the Whole of Government Accounts return, and then
submitted the audited return to the Wales Audit Office central audit team by the
required deadline of 2 October 2015. The return was generally well compiled and there
were no matters of significance to report. | estimated in the Annual Audit Outline that
the 2014-15 audit fee would be £82,516. The actual audit fee is in line with my original
estimate.
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Appendix 1

Criteria to assess arrangements for securing economy,
efficiency and effectiveness in his use of resources

Corporate performance

management and financial

Questions on arrangements

management arrangements

Establishing objectives
determining policy and decision
making

Meeting the needs of users,
stakeholders and the local
population

Monitoring and reviewing
performance

Compliance with established
policies

Operational and financial risks

Managing financial and other
resources

Proper standards of conduct etc

Has the Commissioner/Chief Constable put in place arrangements
for setting, reviewing and implementing his strategic and
operational objectives?

Has the Commissioner/Chief Constable put in place channels of
communication with the local population, users of the service, and
other stakeholders including partners, and are there monitoring
arrangements to ensure that key messages about services are
taken into account?

Has the Commissioner/Chief Constable put in place arrangements
for monitoring and scrutiny of performance, to identify potential
variances against strategic objectives, standards and targets, for
taking action where necessary and reporting to the
Commissioner/Chief Constable?

Has the Commissioner/Chief Constable put in place arrangements
to maintain a sound system of internal control, including those for
ensuring compliance with laws and regulations, and internal
policies and procedures?

Has the Commissioner/Chief Constable put in place arrangements
to manage his significant business risks?

Has the Commissioner/Chief Constable put in place arrangements
to evaluate and improve the value for money he achieves in his
use of resources?

Has the Commissioner/Chief Constable put in place arrangements
to ensure that his spending matches his available resources?

Has the Commissioner/Chief Constable put in place arrangements
for managing and monitoring performance against budgets, taking
corrective action where appropriate, and reporting the results to
senior management and the Commissioner/Chief Constable?

Has the Commissioner/Chief Constable put in place arrangements
for monitoring and scrutinising performance, to identify potential
variances against strategic objectives, standards and targets for
taking action?

Has the Commissioner/Chief Constable put in place arrangements
that are designed to promote and ensure probity and propriety in
the conduct of his business?
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Appendix 2

Significant audit risks

My 2015 Audit plan set out the significant financial audit risks for 2015. The table below lists
these risks and sets out how they were addressed as part of the audit.

Significant audit risk Proposed audit response Work done and
outcome

The risk of management override of
controls is present in all entities. Due
to the unpredictable way in which
such an override could occur, it is
viewed as a significant risk

[ISA 240.31-33].

In a period of financial constraint,
there are risks that governance
arrangements may be weakened. For
example, as a result of the departure
of key staff from the organisation. It is
important, therefore, that the
Commissioner and the Chief
Constable report in their Annual
Governance Statements, how they
are mitigating this risk, for example
by ensuring the existence of:

e robust internal financial controls
such as comprehensive standing
orders and financial regulations,
strong budgetary control and
effective Internal Audit;

e the operation of recognised
standards of financial conduct;

e arrangements to ensure that the
Commissioner and the Chief
Constable only enter into
transactions where there is
specific legal provision for them to
do so; and

e well-established and understood
procedures to prevent and detect
fraud and corruption.

My audit team will:

o test the appropriateness of journal
entries and other adjustments
made in preparing the financial
statements;

e review accounting estimates for
biases; and

e evaluate the rationale for any
significant transactions outside
the normal course of business.

Detailed review of the revised
arrangements for the production of
the Annual Governance Statements.
We will also consider the work of
others including Internal Audit and
Her Majesty’s Inspectorate of
Constabulary (HMIC).

No issues were noted
from our review and
testing of journal
entries. There were no
issues noted in relation
to other significant
estimates in the
accounts.

No issues were
identified from our
review of the Annual
Governance
statements and our
consideration of other
external regulators’
work.
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Significant audit risk

The required legislative transfer of
functions between the Commissioner
and the Chief Constable took place
on 1 April 2014. There is a risk that
the individual financial statements of
the Police & Crime Commissioner
and Chief Constable will not reflect
the agreed delegation of functions
and staff.

There is a risk that due to
organisational changes and
reductions in support staff numbers,
internal controls will be weakened.
These need to be operating
effectively to ensure the accuracy,
regularity and lawfulness of
transactions.

Our audit plan in 2014 referred to a
potential issue relating to the
lawfulness of some discretionary
allowances paid to a small number of
chief officers at forces throughout
England and Wales, which included
Dyfed Powys Police.

Further legal advice obtained by the
Commissioner appeared to confirm
that the discretionary payments could
be unlawful. However, a judgement
on the lawfulness of these payments
is still to be received and the
Commissioner will need to respond
accordingly to whatever judgement is
made.

During the 2013-14 audit, we
encountered some delays in
obtaining additional supporting
information for certain account areas
such as exit packages, accounts
payables/receivables cut-off, title
deeds for assets and contracts of
employment to support disclosures
contained within the Remuneration
Report.

Proposed audit response

We will review the changes made to
both governance and risk
management arrangements as a
result of the stage 2 transfer of
functions.

Testing of key controls in main
financial systems including budgetary
control, the main accounting system,
and closedown procedures, and
where necessary underlying
systems, such as debtors, creditors,
payroll, treasury management and
fixed assets.

We will review the progress made by
the Commissioner in clarifying and
resolving this matter.

We will work with the Police & Crime
Commissioner’s Chief Finance
Officer and Chief Constable’s
Director of Finance to ensure that
finance department staff are fully
aware of the audit working papers
requirements prior to the 2014-15
audit commencing. We have recently
discussed an audit ‘deliverables’
document which will be provided to
aid the audit process.

Work done and
outcome

No issues were
identified in completing
this work.

No significant
weaknesses in internal
controls identified.

We have satisfied
ourselves that
appropriate
procedures have been
followed in reaching a
decision on how to
proceed with this
issue.

Some of the working
papers requested in
our audit deliverables
document were not
available at the start of
the audit. We will hold
a post project learning
event with Finance
department staff to
consider ways the
accounts compilation
and audit processes
can be improved.
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Significant audit risk Proposed audit response Work done and
outcome

There is an inherent risk within any We will carry out detailed audit Our findings from this
financial statements that they do not  testing on all material balances and work were reported in
comply with International Financial transactions. We will also continue to  our audit of the
Reporting Standards (IFRS) and the  work with the Finance departmentto  financial statements
CIPFA/LASAAC Code of Practice on  agree the most appropriate report presented to the
Local Authority Accounting in the presentation in both sets of financial ~ Joint Audit Committee
United Kingdom. To mitigate this statements. on 23 September

risk, the Commissioner and the Chief 2015.

Constable’s finance staff must have
a full understanding of both the Code
and IFRS requirements, keeping up
to date with new requirements.
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We have now completed our 2014-15 audits of the financial statements and Whole of
Government Accounts (WGA) of the Police and Crime Commissioner for Dyfed Powys and
Chief Constable for Dyfed Powys. | can confirm that the financial statements were given an
unqualified opinion on 23 September 2015. | can also confirm that our audit of the WGA

was completed on 5 October 2015.

As detailed in our Audit of Financial Statements Report presented to the Joint Audit
Committee in September, we have no concerns about the qualitative aspects of your
accounting practices and financial reporting, although we did encounter some delays
during the audit. Whilst we did not identify any material weaknesses in your internal
controls, we did identify several issues as set out in Appendix 1.

Yours sincerely,

Jason Garcia
Audit Manager
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Appendix 1 - Matters arising from our audit of DPP&CC’s Financial Statements 2014-15

Supporting working papers
Whilst the majority of supporting information was of a  Supporting working papers should be

good quality and received in a timely and helpful readily available for all key accounts areas
manner, improvements in some areas could be at the outset of the audit.
made.

Some of the working papers requested in our audit
deliverables document were not available at the start
of the audit. These included a detailed payroll
analytical review and some information to support
senior officer remuneration disclosures, with delays
experienced in obtaining confirmation of defrayment
for expenditure and income testing.

In addition some supporting information did not
match the accounting records including the PFI
calculation for which a revised schedule had not
been initially provided.

We will hold a post project learning event with
Finance department staff to consider ways the
accounts compilation and audit processes can be
improved

Valuation of assets

Whilst reviewing the valuation process for property The valuer needs to be fully aware of the
we noted that the requirements of the CIPFA Code requirements of the CIPFA Code and there
had not been followed by the valuer (GVA Grimley) is evidence of them being challenged in this
for those assets valued at ‘depreciated replacement  regard.

cost’ (DRC).

CIPFA Guidance notes confirm :-
“It should be noted that paragraph 4.1.2.6 of the





Our reference: JH3/3G Page 3 of 9

Code states that: Where DRC is used as the
valuation methodology, authorities should use the
‘instant build’ approach at the valuation date. The
‘instant build’ approach means that finance costs are
excluded from the valuation. Practitioners should
ensure that the authority’s valuer is aware that this
approach is required.”

However, it was confirmed that DRC valuations
provided by GVA Grimley for the 2013-14 valuation
exercise did not exclude finance costs. As a result, a
prior period adjustment to decrease asset values by
£3.404 million was required.

Ownership of assets

We reported last year, that there were a number of The exercise to register all outstanding
assets for which the Police and Crime Commissioner properties with the Land Registry should be
could not provide proof of ownership. Subsequently,  completed as soon as possible.

an exercise has been carried out to register these

properties at the land registry. At the time of audit,

proof of ownership was still outstanding for 7

properties with a total NBV £1.1 million.

Accounting for collaboration

Changes to the definition of jointly controlled Whilst we are satisfied with the

operations within the CIPFA Code require additional amendments made to the 2014-15 financial
activities to be included in disclosures relating to statements, we recommend that this
collaboration. These changes affected all local information is obtained earlier in future so it

government bodies in England and Wales, and in a can be more accurately reflected in the
joint workshop (held in March 2015) the four Welsh draft accounts.

police forces agreed a set of principles for

accounting for the jointly controlled operations they
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undertake across Wales.

Unfortunately, when completing the draft accounts,
information relating to a number of these projects
had not been provided as agreed by South Wales
Police. Despite this lack of information being
provided, the Chief Constable’s draft accounts at 30
June 2015 did include an estimate of the Force’s
share of income and expenditure relating to these
jointly controlled operations in 2014-15.
Subsequently, the required information was provided
by South Wales Police in July 2015 and further
amendments were made to both income and
expenditure figures in the final statements to reflect
this information.

An asset verification exercise was carried out in July  Controls should be introduced to confirm
2013 to confirm the existence of assets (on a sample the existence of assets at the year-end on
basis), however, this had not been repeated or an annual basis.

followed up since that date or at year-end.

Remuneration Disclosures

2014-15 is the first year that the accounts have been The remuneration disclosures in the
required to disclose the ratio of the Chief Executive’s financial statements need to comply with
and the Chief Constable’s remuneration to the the required guidance and appropriate
median remuneration of offices and staff. However, systems need to be in place to collect the
the accounting regulations are not completely clear required information.

on the method for calculating the ratios, for example

in relation to part-time officers and staff.

Amendments were made to the disclosures in the
financial statements and our discussions with
management on this issue have identified a need for
refinement to the calculation of the ratios for 2015-16
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Provision for backdated lump sum payments

The financial statements include a provision for
backdated lump sum payments to police pensioners.
This is a liability on the ‘Police Pension Fund’ and
arises from updates to the calculation of lump sum
payments to pensioners retiring between 2001 and
2006 for historic commutation factors. Management
made an early assessment of the likely impact and
the draft accounts at 30 June 2015 included an
estimated provision of £4.709 million for these
payments.

Significant further work by management
subsequently reduced the provision to £3.238 million
based on information received from the Government
Actuary Department in July 2015. Our review of the
calculation based on the latest information and
guidance, confirms that the provision is a reasonable
estimate of the potential liabilities. However, more
accurate information is likely to be made available in
2015-16.

Assets held for sale

The CIPFA Code requires that in order to recognise
an asset as being ‘held for sale’ the following
conditions must apply :-

¢ the asset must be available for immediate
sale in its present condition subject to terms
that are usual and customary for sales of
such assets;

e the sale must be highly probable; the
appropriate level of management must be
committed to a plan to sell the asset (or

This provision needs to reflect any revised
information received in 2015-16.

Assets recognised as ‘held for sale’ at year-
end must meet the required criteria for
recognition in the financial statements in
line with the Code.
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disposal group) and an active programme to
locate a buyer and complete the plan must
have been initiated; ,,

e the asset (or disposal group) must be
actively marketed for a sale at a price that is
reasonable in relation to its current fair value;

e the sale should be expected to qualify for
recognition as a completed sale within one
year of the date of classification.

Included within the assets held for sale balance at 31
March 2015 are assets totalling £0.430 million that
were brought forward from the previous year and for
which we have not seen suitable evidence of active
marketing during 2014-15.

Accounts preparation issues

In addition to the items reported above, there were
several other issues and amendments noted from
our audit of the financial statements that need to be
considered as part of the 2015-16 accounts
preparation process to avoid reoccurrence. These
include :-

e anumber of casting and cross-casting errors
were noted throughout the statements as
well as inconsistencies between the main
statements and supporting notes

e external audit fees disclosed in the notes to
the statements did not reflect the fee as
agreed in our annual audit plan

e an amendment for an under-accrual of £35k

These issues need to be considered as part
of the accounts preparation process for
2015-1.
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for leasing costs with Mid and West Wales
Fire Service at Llandrindod Wells.

capital commitments disclosed in the notes
were amended downwards by £0.190 million
due to identified over-statements. We also
encountered difficulties in obtaining
comprehensive supporting information for
this disclosure note.

Unpresented Cheques

A review of the unpresented cheques listing at
31 March 2015, confirmed there were a total of 55

cheques totalling £ 8853.56 which exceeded the nine

month cancellation policy.

Password controls

When reviewing controls over password controls we
noted the following :-

Agresso - when users telephone ICT to
request a ‘password reset’ there are no
formal security checks carried out. The lack
of such checks increases the risk that
access to Agresso could be gained by
unauthorised personnel.

Network — the network password lockout
control is currently five invalid attempts for
30 minutes. Whilst this provides some
protection against brute force attacks, it
allows individual hackers more attempts to
access the user.

The unpresented cheque listing should be
reviewed and those cheques that have
been outstanding in excess of the current
policy should be written-back.

These potential weaknesses in password
controls need to be considered and
appropriate mitigation action taken.
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ICT — Server Rooms

There are some weaknesses in physical and Management should ensure that
environmental controls for server rooms in all three remediation work on physical and
of the buildings housing equipment. In the IT environmental controls for all server rooms

Building and the SCC, server rooms are more easily is completed as soon as possible.
identifiable through signage or windows incorporated
within the doors, making it easier for unauthorised
persons to identify and access the equipment. Fire
suppression is only installed in one server room in
one building, increasing the risk of loss of
service/equipment in the case of a major fire.
Funding for fire suppression has been granted, but
until it is installed the increased security risk
remains.

The Old HQ building has the weakest physical and
environmental controls. Server rooms are visibly
identifiable and insufficient air conditioning and fire
suppression facilities are installed, which has led to
actions such as opening already unprotected
windows to help with temperature reduction. This
also provides increased physical security issues.
Although remediation is planned the increased risk
of system failure remains until it is completed.

ICT — Disaster Recovery

All production and Disaster Recovery (DR) server Disaster recovery facilities should be
rooms are currently on the same HQ site so any moved to alternative premises as soon as
significant issue affecting the whole site could render practicable.

all server rooms unusable and all systems

inoperable (excluding the Agresso finance system

which is hosted by Carmarthenshire County
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Council).

We understand that plans are in place to re-site the
Disaster Recovery facility to Carmarthenshire
Council premises, but until this is implemented the
increased risk remains.
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We have now completed our 2014-15 audits of the financial statements and Whole of
Government Accounts (WGA) of the Police and Crime Commissioner for Dyfed Powys and
Chief Constable for Dyfed Powys. | can confirm that the financial statements were given an
unqualified opinion on 23 September 2015. | can also confirm that our audit of the WGA

was completed on 5 October 2015.

As detailed in our Audit of Financial Statements Report presented to the Joint Audit
Committee in September, we have no concerns about the qualitative aspects of your
accounting practices and financial reporting, although we did encounter some delays
during the audit. Whilst we did not identify any material weaknesses in your internal

controls, we did identify several issues as set out in Appendix 1.

Yours sincerely,

Jason Garcia
Audit Manager
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Appendix 1 - Matters arising from our audit of DPP&CC’s Financial Statements 2014-15

Supporting working papers
Whilst the majority of supporting information was of a  Supporting working papers should be

good quality and received in a timely and helpful readily available for all key accounts areas
manner, improvements in some areas could be at the outset of the audit.
made.

Some of the working papers requested in our audit
deliverables document were not available at the start
of the audit. These included a detailed payroll
analytical review and some information to support
senior officer remuneration disclosures, with delays
experienced in obtaining confirmation of defrayment
for expenditure and income testing.

In addition some supporting information did not
match the accounting records including the PFI
calculation for which a revised schedule had not
been initially provided.

We will hold a post project learning event with
Finance department staff to consider ways the
accounts compilation and audit processes can be
improved

Valuation of assets

Whilst reviewing the valuation process for property The valuer needs to be fully aware of the
we noted that the requirements of the CIPFA Code requirements of the CIPFA Code and there
had not been followed by the valuer (GVA Grimley) is evidence of them being challenged in this
for those assets valued at ‘depreciated replacement  regard.

cost’ (DRC).

CIPFA Guidance notes confirm :-
“It should be noted that paragraph 4.1.2.6 of the
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Code states that: Where DRC is used as the
valuation methodology, authorities should use the
‘instant build’ approach at the valuation date. The
‘instant build’ approach means that finance costs are
excluded from the valuation. Practitioners should
ensure that the authority’s valuer is aware that this
approach is required.”

However, it was confirmed that DRC valuations
provided by GVA Grimley for the 2013-14 valuation
exercise did not exclude finance costs. As a result, a
prior period adjustment to decrease asset values by
£3.404 million was required.

Ownership of assets

We reported last year, that there were a number of The exercise to register all outstanding
assets for which the Police and Crime Commissioner properties with the Land Registry should be
could not provide proof of ownership. Subsequently,  completed as soon as possible.

an exercise has been carried out to register these

properties at the land registry. At the time of audit,

proof of ownership was still outstanding for 7

properties with a total NBV £1.1 million.

Accounting for collaboration

Changes to the definition of jointly controlled Whilst we are satisfied with the

operations within the CIPFA Code require additional amendments made to the 2014-15 financial
activities to be included in disclosures relating to statements, we recommend that this
collaboration. These changes affected all local information is obtained earlier in future so it

government bodies in England and Wales, and in a can be more accurately reflected in the
joint workshop (held in March 2015) the four Welsh draft accounts.

police forces agreed a set of principles for

accounting for the jointly controlled operations they
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undertake across Wales.

Unfortunately, when completing the draft accounts,
information relating to a number of these projects
had not been provided as agreed by South Wales
Police. Despite this lack of information being
provided, the Chief Constable’s draft accounts at 30
June 2015 did include an estimate of the Force’s
share of income and expenditure relating to these
jointly controlled operations in 2014-15.
Subsequently, the required information was provided
by South Wales Police in July 2015 and further
amendments were made to both income and
expenditure figures in the final statements to reflect
this information.

An asset verification exercise was carried out in July  Controls should be introduced to confirm
2013 to confirm the existence of assets (on a sample the existence of assets at the year-end on
basis), however, this had not been repeated or an annual basis.

followed up since that date or at year-end.

Remuneration Disclosures

2014-15 is the first year that the accounts have been The remuneration disclosures in the
required to disclose the ratio of the Chief Executive’s financial statements need to comply with
and the Chief Constable’s remuneration to the the required guidance and appropriate
median remuneration of offices and staff. However, systems need to be in place to collect the
the accounting regulations are not completely clear required information.

on the method for calculating the ratios, for example

in relation to part-time officers and staff.

Amendments were made to the disclosures in the
financial statements and our discussions with
management on this issue have identified a need for
refinement to the calculation of the ratios for 2015-16
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Provision for backdated lump sum payments

The financial statements include a provision for
backdated lump sum payments to police pensioners.
This is a liability on the ‘Police Pension Fund’ and
arises from updates to the calculation of lump sum
payments to pensioners retiring between 2001 and
2006 for historic commutation factors. Management
made an early assessment of the likely impact and
the draft accounts at 30 June 2015 included an
estimated provision of £4.709 million for these
payments.

Significant further work by management
subsequently reduced the provision to £3.238 million
based on information received from the Government
Actuary Department in July 2015. Our review of the
calculation based on the latest information and
guidance, confirms that the provision is a reasonable
estimate of the potential liabilities. However, more
accurate information is likely to be made available in
2015-16.

Assets held for sale

The CIPFA Code requires that in order to recognise
an asset as being ‘held for sale’ the following
conditions must apply :-

¢ the asset must be available for immediate
sale in its present condition subject to terms
that are usual and customary for sales of
such assets;

e the sale must be highly probable; the
appropriate level of management must be
committed to a plan to sell the asset (or

This provision needs to reflect any revised
information received in 2015-16.

Assets recognised as ‘held for sale’ at year-
end must meet the required criteria for
recognition in the financial statements in
line with the Code.
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disposal group) and an active programme to
locate a buyer and complete the plan must
have been initiated; ,,

e the asset (or disposal group) must be
actively marketed for a sale at a price that is
reasonable in relation to its current fair value;

e the sale should be expected to qualify for
recognition as a completed sale within one
year of the date of classification

Included within the assets held for sale balance at 31
March 2015 are assets totalling £0.430 million that
were brought forward from the previous year and for
which we have not seen suitable evidence of active
marketing during 2014-15.

Accounts preparation issues

In addition to the items reported above, there were
several other issues and amendments noted from
our audit of the financial statements that need to be
considered as part of the 2015-16 accounts
preparation process to avoid reoccurrence. These
include :-

e anumber of casting and cross-casting errors
were noted throughout the statements as
well as inconsistencies between the main
statements and supporting notes

o external audit fees disclosed in the notes to
the statements did not reflect the fee as
agreed in our annual audit plan

e an amendment for an under-accrual of £35k

These issues need to be considered as part
of the accounts preparation process for
2015-1.
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for leasing costs with Mid and West Wales
Fire Service at Llandrindod Wells.

capital commitments disclosed in the notes
were amended downwards by £0.190 million
due to identified over-statements. We also
encountered difficulties in obtaining
comprehensive supporting information for
this disclosure note.

Unpresented Cheques

A review of the unpresented cheques listing at
31 March 2015, confirmed there were a total of 55

cheques totalling £ 8853.56 which exceeded the nine

month cancellation policy.

Password controls

When reviewing controls over password controls we
noted the following :-

Agresso - when users telephone ICT to
request a ‘password reset’ there are no
formal security checks carried out. The lack
of such checks increases the risk that
access to Agresso could be gained by
unauthorised personnel.

Network — the network password lockout
control is currently five invalid attempts for
30 minutes. Whilst this provides some
protection against brute force attacks, it
allows individual hackers more attempts to
access the user.

The unpresented cheque listing should be
reviewed and those cheques that have
been outstanding in excess of the current
policy should be written-back.

These potential weaknesses in password
controls need to be considered and
appropriate mitigation action taken.
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ICT — Server Rooms

There are some weaknesses in physical and Management should ensure that
environmental controls for server rooms in all three remediation work on physical and
of the buildings housing equipment. In the IT environmental controls for all server rooms

Building and the SCC, server rooms are more easily is completed as soon as possible.
identifiable through signage or windows incorporated
within the doors, making it easier for unauthorised
persons to identify and access the equipment. Fire
suppression is only installed in one server room in
one building, increasing the risk of loss of
service/equipment in the case of a major fire.
Funding for fire suppression has been granted, but
until it is installed the increased security risk
remains.

The Old HQ building has the weakest physical and
environmental controls. Server rooms are visibly
identifiable and insufficient air conditioning and fire
suppression facilities are installed, which has led to
actions such as opening already unprotected
windows to help with temperature reduction. This
also provides increased physical security issues.
Although remediation is planned the increased risk
of system failure remains until it is completed.

ICT — Disaster Recovery

All production and Disaster Recovery (DR) server Disaster recovery facilities should be
rooms are currently on the same HQ site so any moved to alternative premises as soon as
significant issue affecting the whole site could render practicable.

all server rooms unusable and all systems

inoperable (excluding the Agresso finance system

which is hosted by Carmarthenshire County
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Council).

We understand that plans are in place to re-site the
Disaster Recovery facility to Carmarthenshire

Council premises, but until this is implemented the
increased risk remains.

For management to consider Management Response
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HEDDLU A THROSEDDU

POLICE AND CRIME
MINUTES
10t November, 2015
ACPO, Police Headquarters

Attendees: Edwin Harries (Chair) Director of Finance

Samantha Gainard Director of Legal and Compliance

Jayne Woods Chief Financial Officer, OPCC

Helen Morgan Howard Chief of Staff, OPCC

1. Apologies for Absence

The following apologies were received:

Carl Langley Deputy Chief Constable
Adrian Williams Director of Resources
Gawain Evans Chair of the Joint Audit Committee

2. Disclosure of any other Business ltems

a) Chair of the Joint Audit committee —new role within Welsh Government.

3. Previous Minutes dated 1+ September, 2015

The minutes of the last meeting held on the 15t September, 2015 were agreed.
Action — WAO Return to go to the Audit Committee — completed and discharged.

4. Corporate Governance Statements CC/OPCC

e No feedback has yet been received in relation to the consultation that took place by
CIPFA in July, 2015 on a revised CIPFA/Solace Governance Model. The consultation
provided a potentially useful model for the future. It was agreed to await the outcome
of that consultation and official revised guidance and In light of that, the format of the
Annual Governance statements may be reviewed by June of each year.

e There were no significant changes from 2014 in terms of updating the Corporate
Governance Statement.

5. Review of Current Issues that may have an Impact on Governance Arrangements more
widely.
A general discussion was held on the following issues:-

e Risk
- The updated versions of the Corporate and Dynamic Risk Registers were
considered.
- Corporate Risk Register — ‘Records Management’ has now been incorporated
within the Register and an Action Plan assigned to that.
- Dynamic Risk Register — An update on the current position was provided and
progress had been good against most areas but with two areas being escalated.

e OPCC
- Risks identified included Scrutiny and Accountability, Availability of Management
Information and Single Source of Truth. Meetings have recently been held and






these issues are now being progressed.

- PCC Elections — Mark James, Carmarthenshire County Council has been
appointed the Police Area Returning Officer. Discussions have been held to agree
roles and responsibilities.

- In relation to raising awareness around the Election and the need to vote, Helen
Morgan-Howard is taking advice from the Home Office.

- The risk in relation to Ministry of Justice Funding is currently under review, modelling
5% and 8% cuts to MoJ funding.

- Funding Formula. Any changes will not be implemented next financial year due to
the errors disclosed by Devon and Cornwall Constabulary in relation to Home
Office figures. Subsequently, the Home Office will re-instigate the consultation
process which could in effect result in there still being a £7m reduction.

Internal Audit

- Several draft reports have been received, in particular the Pensions report in
relation to Substantial Assurance.

- A review of Joint Operational Firearms Collaboration has been undertaken across
the three Southern Welsh Forces as part of the TIAA audit. Several issues have been
raised which are governance related. It was agreed to await the responses
following Nigel Stephens’ discussions with the TIAA.

HMIC
- There was nothing of significance to discuss.

Operational Issues and Ethics

- The Ethics Committee have recently met. An action plan has been set assigning
actions to various areas. These are progressing well.

- DCC Langley had previously raised the issue of the OPCC officially signing up to
The Code of Ethics. In a letter of response, the Commissioner explained that the
CoE is designed for the police and not for the PCC. He is democratically
accountable to the public for the Chief Constable’s behaviour and that there was
also no requirement for the OPCC to sign up. The Police and Crime Panel are
aware of the PCCs decision. It was agreed that the OPCC staff will have sight of
the Solace Code of Ethics which explains the Nolan Principles which are relevant to
staff in the public sector.

COG
- Noissues were raised.

External Issues

- Inrelation to Police Officer Misconduct Hearings, the PCC has been responsible for
electing legally qualified Chairs to sit on these hearings. PCC Roddick fromm NWP
and PCC Michael from SWP have interviewed approximately 20 applicants and
have appointed approximately 50% conditionally and approximately 50%
unconditionally of those candidates.

Financial Matters
- Already discussed.

Joint Audit Committee
- No furtherissues to raise.

Complaints
- None to consider.






6. Monitoring of On-going Tasks

Ed Harries provided an update on the current progress of tasks.

1. Corporate Governance Framework — no update currently required.

2. Risk — already discussed.

3. Partnership Working — work is currently being undertaken by Paul Morris in relation to
collaboration.

4. Public First Programme — A review has been carried out by the Director of Resources
which will be discussed at the next meeting.

5. Discretfionary Payment — it was confirmed that during September, correspondence
was circulated and therefore, the matter was now closed. A decision log reflecting this
in more detail has been documented by Jayne Woods.

7. Review of Updated Core Principles

Jayne Woods referred to item 6.4 of the minutes at the last meeting -

Taking Informed and Transparent Decisions and Effective Scrutiny on the Management of Risk
- ‘It was noted that the role of the Ethics Group in reviewing Key Decisions would strengthen
this further’.

ltem 6.5 Developing Capacity and Capability of PCC Officers and the Force to be effective
in Corporate Governance (training issue)
- ‘Through the Corporate Governance group, WAO and JAC'.

Jayne Woods will reflect both these issues in the core documents paperwork and await the
release of the new guidance from CIPFA SOLACE.
Action - Jayne Woods to progress.

8. Any Other Business

a) Chair of the Audit Committee —implications of new role:
Jayne Woods presented the following circumstances -

1. Mr Evans has been appointed Finance Director for the Welsh Government, and

therefore currently sits on the Management Board.

2. Mr Evans would very much like to continue as the Chair of the Joint Audit

Committee.

3. The majority of the funding for the police service comes through the Home Office,
however, Mr Evans will have oversight of all other aspects of funding which could
impact on Dyfed-Powys Police.

The Director of Governance in the Welsh Government is aware of his involvement.
5. Jayne Woods referred to Mr Evans’ job specification, highlighting the most
important issue being, he is ‘The Lead on advice to Ministers across all Major

Expenditure Groups'.

6. Mr Evans has stated that during the 3 years in central finance, he has not had sight
of any issues remotely related to Dyfed-Powys.
Action:- It was agreed that Jayne Woods liaise with the WAO for advice on the matter.

»

9. Date of Next meeting

The next meeting will be held on Tuesday, 15t March, 2016 at 2.00pm.






ACTIONS

AGREED ACTIONS

Jayne Woods referred to agenda item 7 and will update the Principles

paperwork and await the release of the new guidance from CIPFA Jayne
SOLACE. Woods

Jayne Woods to progress.

In relation to the matter of the Chair of Audit. Jayne

It was agreed that Jayne Woods liaise with the WAO for advice on the Woods

matter.
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