Annual Audit
Letter

Kent Police Authority
Audit 2009/10

‘B gcl)'rﬁr"ﬁission



The Audit Commission is an independent watchdog,
driving economy, efficiency and effectiveness in local

public services to deliver better outcomes for eve

for logal people:
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Key messages

This report summarises my findings from the 2009/10
audit. My audit comprises two elements:
the audit of your financial statements (page 3); and

my assessment of your arrangements to achieve v
for money in your use of resources (pages 5 to

Audit opinion and financial statements

;Y'on the financial
pents submitted for

1 lissued an audit report including an unqualified opi
statements on 24 September 2010. The financial stz

to the accounts closedown and preparatio
Governance Committee has considered th
responsibilities.

Value for money

Force have worked tQgejHer over the last year on a prudent financial
strategy that aims to minimise the impact of budget cuts on front-line
services. Members and officers are working through the difficult choices
which they will need to make in service delivery.
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Financial statements and annual governance
statement

The financial statements and annual governance
statement are an important means by which the
Authority accounts for its stewardship of public fun

officers, and the revised accounts were r
Governance Committee in September.

Governance Committee;

m to ensure that al| yeap<end journal transfers are properly authorised; and

m To introduce a moré formal documented agreement for the provision of
the Authority's treasury management service.

8 The Authority has accepted all the recommendations in my Annual
Governance Report, and the action plan will be monitored by the Audit and
Governance Committee.

9 The Authority had £11.1m placed with Icelandic banks when they
collapsed in October 2008. This exposure has since reduced to £10m. It is
still exposed to an element of uncertainty regarding the return of these
investments. In its financial statements for 2009/10 it impaired these funds
in line with the latest guidance from CIPFA. The Authority has identified that
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at some stage a significant loss may need to be recognised. It has taken
steps to defer the impact of any loss on the General Fund and minimise any
future impact on service delivery.

10

International Financial Reporting Standards

11 From 2010/11 the Authority's financial statements will be based on
International Financial Reporting Standards (IFRS). The transition to IFRS
has proved problematic for the private sector due to additional reporting
demands. Early preparation is vital to successful implementation of the n
standards. Restating the 2009/10 financial statements is a key stage i
moving to IFRS compliant accounts in 2010/11.

12 | assessed the Authority's preparations for the transition in

prepares its restated accounts,
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Value for money

| considered whether the Authority is managing and
using its money, time and people to deliver value for
money.

| assessed the Authority's performance against the
criteria specified by the Audit Commission and havé
reported the outcome as the value for mone FM)

conclusion.

2009/10 use of resources assessment

adequate arrangemeqts
shown below:

hd issued an unqualified VFM conclusion. This is
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Criteria Adequate

arrangements?

Managing finances

Planning for financial health Yes

Understanding costs and achieving Yes

efficiencies

Financial Reporting Yes

Governing the business )
Commissioning and procurement Yes <
Use of information Yes (

Risk management and internal control Yes )

Managing resources

Natural Resources

average compared to similar forces, the cost per Kent household is low with
less than average contribution coming from local council taxes. Robust data
systems support decision making. The Force uses a number of mechanisms
to assess the efficiency of its processes. Business process re-engineering is
delivering service improvements and savings. It has invested in the ability
for police officers to access information on patrol, increasing officer time to
frontline activities. This is highlighted as good practice in the 2009
inspection by Her Majesty's Inspectorate of Constabulary (HMIC).

21 Financial reporting: The Authority produces reports that integrate
financial and performance information, and these are used to support
forecasting and decision making. Unplanned variances are examined
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promptly, and monitoring is focused on high risk budgets. Financial risks
associated with significant partnerships are monitored effectively. The
Authority's accounts are prepared on a timely basis, statutory deadlines and
standards have been met although the number of errors increased in
2009/10. The Kent Police and separate Authority websites are easy to
navigate and contain sufficient financial and budget information to inform
visitors.

Governing the Business

22 Commissioning services: Kent Police has a clear vision of what the
community wants and how the police will deliver this to local residents. |
one of only eight forces to be assessed as 'good' in meeting the Poligi
Pledge. It is committed to working with partners to improve customé

with the service they receive from-the police. \t
analysis tools which provide/offieers with the in

Chair & Chief Constable ehgage well with the community, and have
successfully delivered their joint vision in the policing plan.

25 Risk management: The Authority and Force have strengthened risk
management arrangements, with senior officers and members being fully
aware of risks. The force risk register includes partnership working, enabling
risk to be mitigated more effectively. The clear strategy for managing fraud
and corruption is overseen by the Professional Standards Division who
widely publicise convictions. There is a strong system of internal control with
a highly effective Audit and Governance Committee.
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Managing Resources

26 Kent Police is developing its strategic response to reducing carbon
emissions. It is one of only two police forces that has signed up to the
LACMP through the Carbon Management Trust. Its Carbon Management
Plan came into effect on 1 April 2010, and sets a target of reducing carbon
by 35% over the next 5 years, increasing to a 50% reduction in 10 years. It
is too early to measure the impact it will have on the way the Force
operates.

27 Baselines for energy usage have been established, however water
usage still needs to be incorporated. Good initiatives to manage energy
perfomance are taking place but many of these are in the early stages and
is too early to measure outcomes. Environmental audits (healthche

with car sharing and bike to work initiatives, but it is uncle
commuting mileage has been saved fromt

30 My work will be based on a reduced number of reporting criteria,
specified by the Commission, concentrating on:

m securing financial resilience; and

m prioritising resources within tighter budgets.

31 For your audit, | will determine a local programme of VFM audit work
based on my audit risk assessment, informed by these criteria and my
statutory responsibilities. | will no longer be required to provide an annual
scored judgement relating to my local VFM audit work. Instead | will report
the results of my local VFM audit work and the key messages for the
Authority in my annual report to those charged with governance and in my
annual audit letter.
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Current and future challenges

Future developments

32 Across the country, police services face severe and long term social

and financial challenges over the next few years. The recent comprehensive
spending review confirmed that central government police funding will
reduce by 20% in real terms over the next four years. For Kent Police,

where we can.

Police reform

not:

m taking a strategicNe
their area; and

m ensuring a clear and sustained focus on VFM and collaboration.

dd in deciding the longer- term shape of policing for

38 Replacing police authorities with PCCs raises several risks relevant to

these key themes of leadership and VFM for authorities. Authorities will

need to review their:

m capacity to ensure members and officers have the vision, drive and
ability to deal with the risks, associated with the transition;

m strategic direction to focus on key priorities ensuring the constabulary
preserves performance with fewer resources;
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m scrutiny role in both engaging with and challenging the constabulary to
achieve VFM; and

m governance role in upholding key financial controls during major
organisational change.

39 | am satisfied that the Kent Police Authority is working with the Force to
proactively address all the strategic and operational issues raised by the
abolition of the Authority. A Members' Briefing Session was held in October,
and key issues and risks identified for discussion by the Authority. | will
monitor your progress over the next year, and pass on good practice where
appropriate

Audit Commission, Her Majesty’s Inspectors of Constabulary (H
and Wales Audit Office (WAQ) National Reports

40 In the last six months, inspectorates have issued four nati
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Closing remarks

43 | have discussed and agreed this letter with the Chief Executive and the
Treasurer. | will present this letter at the Audit and Governance Committee
on 24 November 2010 and will provide copies to all members.

44 Full detailed findings, conclusions and recommendations in the arg
covered by my audit were included in the reports | issued to the Au
during the year.

Audit Fee Letter June 2009
Opinion Audit Plan June 2010

Annual Governance Report

cooperation during the lagt'y

Darren
District AuditQ

November 2010
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Appendix 1 — Audit fees

Financial statements and annual
governance statement

Actual jProposed Varlance
(£) (£)

75,319 75,319

Value for money

22,786 22,786 }/

Whole of Government Accounts

2,856 2,856/\< /0/

Total

100,961 100/9€y 0
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Appendix 2 — Glossary

Annual governance statement

Governance is about how local government bodies ensure that they are
doing the right things, in the right way, for the right people, in a timely,
inclusive, open, honest and accountable manner.

It comprises the systems and processes, cultures and values, by which
government bodies are directed and controlled and through which tr
account to, engage with and where appropriate, lead their comm

The annual governance statement is a public report by the AUthdrity on the
extent to which it complies with its own local governance€ode€, including
how it has monitored the effectiveness of its governap€e arrangements in
the year, and on any planned changes in the comirg

Audit opinion

On completion of the audit of the accoun
on the financial statements, including:
||

The auditor has\some resgrvations or concerns.

Unqualified

The auditor does not have any reservations.

Value for money conclusion

The auditor’s conclusion on whether the audited body has put in place
proper arrangements for securing economy, efficiency and effectiveness in
its use of money, people and time.
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