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The contents of this report relate only to the
matters which have come to our attention,
which we believe need to be reported to you
as part of our audit planning process. It is
not a comprehensive record of all the
relevant matters, which may be subject to
change, and in particular we cannot be held
responsible to you for reporting all of the
risks which may affect the entity or all
weaknesses in your internal controls. This
report has been prepared solely for your
benefit and should not be quoted in whole or
in part without our prior written consent. We
do not accept any responsibility for any loss
occasioned to any third party acting, or
refraining from acting on the basis of the
content of this report, as this report was not
prepared for, nor intended for, any other
purpose.

Grant Thornton UK LLP is a limited liability
partnership registered in England and Wales:
No.OC307742. Registered office: 30 Finsbury
Square, London, EC2A 1AG. A list of members is
available from our registered office. Grant
Thornton UK LLP is authorised and regulated
by the Financial Conduct Authority. Grant
Thornton UK LLP is a member firm of Grant
Thornton International Ltd (GTIL). GTIL and the
member firms are not a worldwide partnership.
Services are delivered by the member firms.
GTIL and its member firms are not agents of,
and do not obligate, one another and are not
liable for one another’s acts or omissions.
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Introduction

Your key Grant Thornton This paper provides the Joint Audit and Standards Committee with a report
team members are: on progress in delivering our responsibilities as your external auditors.

Jackson Murray

Engagement Lead The paper also includes a summary of emerging national issues and developments that may
T 0117 305 7859 be relevant to you as a police body.
E Jackson.Murray@uk.gt.com Members of the Joint Audit and Standards Committee can find further useful material on our

website, where we have a section dedicated to our work in the public sector. Here you can
download copies of our publications www.grantthornton.co.uk.

Andy Reid If you would like further information on any items in this briefing or would like to register with
Senior Manager Grant Thornton to receive regular email updates on issues that are of interest to you, please
T 0121 232 5280 contact either your Engagement Lead or Engagement Manager.

E Andy.S.Reid@uk.gt.com

Nikita Rai

Audit Incharge

T 0121232 5143

E Nikita.K.Rai@uk.gt.com
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Progress at June 2021

Financial Statements Audit

We undertook our initial planning for the 2020/21 audit earlier in the
year. We expect to begin our work on your draft financial
statements in September 2021, with some samples selected in June
2021 to enable the finance team to collate the information in
advance of our audit visit.

Our interim fieldwork included:

* updating our understanding of the control environment;

* updating our understanding of financial systems;

* review of Internal Audit reports on core financial systems; and

* understanding how the Police and Crime Commissioner and
Chief Constable make material estimates for the financial
statements.

This work forms the basis of our detailed joint audit plan, setting out
our proposed approach to the audit of the 2020/21 financial
statements, which is also included on the Committee’s agenda.

We will report our work in the Joint Audit Findings Report and aim to
give our opinion on the Statement of Accounts by
October/November 2021.

© 2021 Grant Thornton UK LLP.

Value for Money

The new Code of Audit Practice (the “Code”) came into force on 1 April
2020 for audit years 2020/21 and onwards. The most significant
change under the new Code is the introduction of an Auditor’s Annuall
Report, containing a commentary on arrangements to secure value
for money and any associated recommendations, if required.

The new approach is more complex, more involved and will make more
impact. Our initial planning has been completed and the findings are
included within our joint audit plan which is a separate item on the
Committee’s agenda.

Further detail is also included on pages 12 to 14.

Other areas
Meetings

We met with Finance Officers in May as part of our quarterly liaison
meetings and continue to be in discussions with finance staff
regarding emerging developments and to ensure the audit process is
smooth and effective.
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Progress at June 2021 (cont.)

Audit Fees

During 2017, PSAA awarded contracts for audit for a five year period
beginning on 1 April 2018. 2020/21 is the third year of that contract.
Since that time, there have been a number of developments within the
accounting and audit profession. Across all sectors and firms, the
Financial Reporting Council (FRC]) has set out its expectation of
improved financial reporting from organisations and the need for
auditors to demonstrate increased scepticism and challenge and to
undertake additional and more robust testing.

Our work in the Local Government and Police sector in 2018/19 and
2019/20 has highlighted areas where financial reporting, in particular,
property, plant and equipment and pensions, needs to improve. There
is also an increase in the complexity of Local Government financial
transactions and financial reporting. This combined with the FRC
requirement that all Local Government audits are at or above the “few
improvements needed” (2A) rating means that additional audit work is
required.

We have reviewed the impact of these changes on both the cost and
timing of audits. We have discussed this with your s151 Officers
including our proposed variations to the Scale Fee set by PSAA
Limited, and have communicated fully with the Joint Audit and
Standards Committee on these as part of the joint audit plan.

As a firm, we are absolutely committed to meeting the expectations of
the FRC with regard to audit quality and local government financial
reporting.
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Audit Deliverables

Public

2020/21 Deliverables

Planned Date

Status

Accounts Joint Audit Plan June 2021 On this Committee’s
We are required to issue a detailed accounts joint audit plan to the Joint Audit and Standards agenda
Committee setting out our proposed approach in order to give an opinion on the 2020/21 financial

statements.

Joint Audit Findings (ISA260) Report October/November 2021 Not due yet
The Joint Audit Findings Report will be reported to the October/November Joint Audit and

Standards Committee.

Auditors Report October/November 2021 Not due yet
This is the opinion on your financial statements and annual governance statement.

Auditor’s Annual Report October/November 2021 Not due yet

The key output from local audit work on arrangements to secure VFM is an annual commentary on
arrangements, which will be published as part of the Auditor’s Annual Report (AAR). At this stage
we propose that a draft of the AAR will be taken to the October/November Joint Audit and
Standards Committee. The final version of the AAR will be published within three months of the
Auditors Report.
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Sector Update

Policing services are rapidly changing. Increased
demand from the public and more complex
crimes require a continuing drive to achieve
greater efficiency in the delivery of police
services. Public expectations of the service
continue to rise in the wake of recent high-profile
incidents, and there is an increased drive for
greater collaboration between Forces and wider
blue-light services.

Our sector update provides you with an up to date summary
of emerging national issues and developments to support you.
We cover areas which may have an impact on your
organisation, the wider Police service and the public sector as

a whole. Links are provided to the detailed report/briefing to
allow you to delve further and find out more.

Our public sector team at Grant Thornton also undertake
research on service and technical issues. We will bring you the
latest research publications in this update. We also include
areas of potential interest to start conversations within the
organisation and with audit committee members, as well as
any accounting and regulatory updates.

© 2021 Grant Thornton UK LLP.
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 Grant Thornton Publications

* Insights from sector specialists

* Accounting and regulatory updates

More information can be found on our dedicated public sector and police sections
on the Grant Thornton website by clicking on the logos below:

Public Sector




HMICFRS o
HMICFRS

Police generally responded well to exceptional circumstances of pandemic

Based on an inspection of policing between March and November 2020, Her Majesty’s Inspectorate of Constabulary and Fire & Rescue Services
(HMICFRS) said that although there were some inconsistencies, in general police forces took immediate and decisive action to respond to the
extreme circumstances of the pandemic.

HMICFRS found that during the first lockdown the demand on policing changed. There were fewer reports of some crimes such as theft and

robbery, and an increased need to support the work of other frontline services as well as enforcing lockdown restrictions. This change meant
forces utilised their resources differently. For example, some forces were able to clear backlogs of outstanding arrest warrants.

Inspectors also found that the fast-paced announcement and introduction of new legislation affected some forces’ ability to produce timely and
clear guidance for staff. This sometimes led to confusion over the difference between legislation and government guidance, with the inspectorate
stressing that the police can only enforce legislation.

The inspectorate acknowledged the criticism some forces faced for their interpretation of lockdown restrictions, including undertaking road
checks to identify unnecessary journeys, drone surveillance, and police action in relation to non-essential shopping and what was thought to be
excessive exercise.

While these actions were viewed by some as heavy-handed or inconsistent, inspectors were assured that police forces had learnt from these
instances and in general did well to maintain public trust.

The full report can be accessed here.

© 2021 Grant Thornton UK LLP.
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Home Offic

Police to receive more than £15 billion to fight crime and recruit more officers

Policing will receive up to £15.8 billion to support safer communities and cut crime.

The 2021 to 2022 funding package will include over £400 million to recruit 20,000 extra officers by 2023, building on the success of the first year
of the recruitment campaign - which has already delivered almost 6,000 additional police officers.

Alongside getting more officers out on the street, the funding settlement will enable policing to tackle serious violence and increase the number
of specialist officers tackling terrorism and serious organised crime, including child sexual abuse and drug trafficking.

The 2021 to 2022 funding package means an increase of up to £636 million on last year, should police and crime commissioners (PCCs) take full
advantage of police precept flexibility.

The government also recognises that, during the coronavirus pandemic, huge demands have been made of the police.

That is why it has provided additional support throughout, including £30 million of surge funding to help forces step up COVID-19 enforcement
activities in 2020 to 2021, and why it reimbursed all additional personal protective equipment (PPE) purchased between March and July.

The full article can be accessed here.
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Home Office

Recruitment drive delivers almost 9,000 additional police

An extra 8,771 police officers have been recruited to cut crime and keep
communities across the country safer as part of the government’s campaign to
bring in 20,000 additional officers, new Home Office figures show.

As of 31 March 2021, every one of the 43 police forces in England and Wales
has hit or surpassed its first-year recruitment target since the launch of the
Police Uplift Programme in September 2019.

The new figures show that the government is already 44% of the way towards
meeting its ambition of hiring 20,000 additional officers by 2023, with many of
these new recruits already on the streets and doing their bit to protect
neighbourhoods.

The Police Uplift Programme is an unprecedented opportunity to create a more
representative police workforce, and the statistics show that forces are more
diverse than ever before.

More women (45,996) are now employed as police officers in forces across
England and Wales than ever before. Since April 2020, 42% (5,037) of the new
recruits have identified as female.

The number of Black, Asian and other ethnic minority officers is also now at its
highest point on record, with 10,218 officers from these communities employed
in forces across England and Wales. Since April 2020, recruits from these
communities have made up 10.6% (1,212) of all joiners.

The data shows the appetite for thousands to join the police has continued
despite the coronavirus pandemic, with online assessment processes, virtual
career fairs, and internet workshops continuing to run safely during lockdown.

The full article can be accessed here.

© 2021 Grant Thornton UK LLP.

Public

Home Secretary to strengthen Police and Crime
Commissioner role

Police and Crime Commissioners (PCCs) will be more
accountable to the communities they serve as a result of a
review led by Home Secretary Priti Patel, by requiring them to
explain their record on crime to the public and strengthening
their relationship with the Chief Constable and force.

The review will ensure the public have transparent,
democratically-elected, local leaders who are equipped to
drive down crime and deliver the safer communities the public
deserve. It could also see them lead a wider range of services,
in time, such as fire and rescue.

The full article can be accessed here.

Home Office
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Association of Police and Crime Commissioners

Police and Crime Commissioner Elections

Elections were held on Thursday 6 May for 35 Police and Crime Commissioners; four Police, Fire and Crime Commissioners; and three Mayors.
The winning candidates who took up their posts for a three-year term from Thursday 13 May can be found here.

'Asqociatinn of
{ Police and Crime
kCummssunners

v
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The new approach to Value for Money

The nature of value for money work

Section 20 and 21 of the Local Audit and Accountability Act 2014 (the
Act), require auditors to be satisfied that the body “has made proper
arrangements for securing economy, efficiency and effectiveness in
its use of resources”. The auditor’s work on VFM arrangements is
undertaken in accordance with the Code and its supporting statutory
guidance. The Comptroller and Auditor General has determined
through the 2020 Code and guidance that the key output from local
audit work in respect of VFM arrangements is the commentary as
reported in the Auditor’s Annual Report. It is therefore not a VFM
arrangements ‘conclusion’ or an ‘opinion’ in the same sense as the
opinion on the financial statements themselves. The Act and the Code
require auditors to consider whether the body has put in place
‘proper arrangements’ for securing VFM. The arrangements that fall
within the scope of ‘proper arrangements’ are set out in '"AGN 03
Auditors' work on VFM arrangements’, which is issued by the NAO.
When reporting on these arrangements, the Code requires auditors
to structure their commentary on arrangements under three specified
reporting criteria:

Financial sustainability

How the body plans and manages its resources to ensure it can
continue to deliver its services, including how the body:

* ensures that it identifies all the significant financial pressures that
are relevant to its short and medium-term plans and builds these
into them;

* plans to bridge its funding gaps and identifies achievable savings;

* plans finances to support the sustainable delivery of services in
accordance with strategic and statutory priorities;

© 2021 Grant Thornton UK LLP.

* ensures that its financial plan is consistent with other plans such
as workforce, capital, investment, and other operational planning
which may include working with other local public bodies as part
of a wider system; and

* identifies and manages risks to financial resilience, e.g. unplanned
changes in demand, including challenge of the assumptions
underlying its plans.

Governance

How the body ensures that it makes informed decisions and properly
manages its risks, including how the body:

* monitors and assesses risk and how the body gains assurance over
the effective operation of internal controls, including arrangements
to prevent and detect fraud;

* approaches and carries out its annual budget setting process;

* ensures effective processes and systems are in place to ensure
budgetary control; to communicate relevant, accurate and timely
management information (including non-financial information
where appropriate); supports its statutory financial reporting
requirements; and ensures corrective action is taken where
needed;

* ensures it makes properly informed decisions, supported by
appropriate evidence and allowing for challenge and
transparency. This includes arrangements for effective challenge
from those charged with governance/audit committee; and

* monitors and ensures appropriate standards, such as meeting
legislative/regulatory requirements and standards in terms of
officer or member behaviour (such as gifts and hospitality or
declarations/conflicts of interests).



The new approach to Value for Money

Improving economy, efficiency and effectiveness

How the body uses information about its costs and performance to
improve the way it manages and delivers its services, including:

* how financial and performance information has been used to
assess performance to identify areas for improvement;

* how the body evaluates the services it provides to assess
performance and identify areas for improvement;

* how the body ensures it delivers its role within significant
partnerships, engages with stakeholders it has identified, monitors
performance against expectations, and ensures action is taken
where necessary to improve; and

* where the body commissions or procures services, how the body
ensures that this is done in accordance with relevant legislation,
professional standards and internal policies, and how the body
assesses whether it is realising the expected benefits.

VFM arrangements commentary and recommendations

© 2021 Grant Thornton UK LLP.
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The new approach to Value for Money

The table below details what will be reported in the Auditor’s

Annual Report:

Section of report

Content

Commentary on
arrangements

An explanation of the VFM work that has been
undertaken during the year, including the risk
assessment and any further risk-based work. It
will also highlight any significant weaknesses
that have been identified and brought to the
body’s attention. The commentary will allow
auditors to better reflect local context and draw
attention to emerging or developing issues
which may not represent significant
weaknesses, but which may nevertheless
require attention from the body itself.

The table below details the three types of
recommendations that auditors can make. Auditors may
make recommendations at any time during the year.

Type of

recommendation

Definition

Statutory
recommendation

Where auditors make written recommendations
to the body under Section 24 and Schedule 7 of
the Local Audit and Accountability Act 2014. A
recommendation of this type requires the body
to discuss and respond publicly to the report.

Recommendations

Where an auditor concludes that there is a
significant weakness in a body’s arrangements,
they report this to the body and support it with
a recommendation for improvement.

Key
recommendation

Where auditors identify significant weaknesses
in a body’s arrangements for securing value for
money, they have to make recommendations
setting out the actions that the body should take
to address them

Progress in
implementing
recommendations

Where an auditor has reported significant
weaknesses in arrangements in the previous
year, the auditor should follow up
recommendations issued previously and include
their view as to whether the recommendations
have been implemented satisfactorily.

Improvement
recommendation

Where auditors do not identify a significant
weakness in the body’s arrangements, but still
wish to make recommendations about how the
body’s arrangements can be improved

Use of additional
powers

Where an auditor uses additional powers, such
as making statutory recommendations or
issuing a public interest report, this should be
reported in the auditor’s annual report.

Opinion on the
financial statements

The auditor’s annual report also needs to
summarise the results of the auditor’s work on
the financial statements.

© 2021 Grant Thornton UK LLP.
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Good practice in annual reporting - National
Audit Office

The National Audit Office (NAO) state that the guide, launched in Further, the NAO note “The significant impacts of the pandemic
February, “Sets out our good practice principles for good annual emerged in the UK in mid-March 2020. This means that, for many
reporting and provides illustrative examples taken from public sector  organisations, the reporting impact will be greater in 2020-21 than in
organisations who are leading the way in this area. the prior year. Transparent annual reporting will help stakeholders
The guide draws on examples of good practice from within each of understand the impact of COVID-19 on an organisation’s strategy,
the six sections of an Annual Report: plans and operational and financial performance.”
» Strategy &

Examples of good practice from the public sector i)
e Risk National Audit Office

Good practice in annual reporting
" Operations February 2021

* Governance
* Measures of success
* Financial performance

The NAO also state that the guide “provides further examples where
bodies have made their context more understandable to the reader
through use of graphics and clear language and signposting.”

However, The NAO observe "Done well, reporting in the public sector
enables the public and Parliament to understand - with ease and
confidence - an organisation’s strategy and the risks it faces, how
much taxpayers’ money has been spent and on what, and what has
been achieved as a result.”

‘We are the UK's independent
public spending watchdog

Extemnal Relations
DF Ref 11971-001

The full report can be obtained from the NAO website:

https://www.nao.org.uk/report/good-practice-in-annual-reports-february-2021/
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2019/20 audited accounts -

Appointments

In December 2020 Public Sector Audit Appointments (PSAA) published
figures relating to the audit of 2019/20 local authority financial statements.

PSAA report “Audit arrangements in local councils, police, fire and
other local government bodies are continuing to exhibit signs of stress
and difficulty. In the latest audit round, focusing on 2019/20 financial
statements and value for money arrangements, fewer than 50% of
bodies’ audits were completed by the revised target of 30 November.

Figures compiled by PSAA, the organisation responsible for
appointing auditors to 478 local bodies, reveal that 55% (265) of
audit opinions were not issued by 30 November. This is a further
deterioration on 2018/19 audits when 43% of opinions (210 out of 4+86)
were delayed beyond the then target timetable of 31 July.

This year’s timetable has been deliberately eased by Ministers in
recognition of the underlying pressures on the audit process and the
significant added complications arising from the Covid-19 pandemic.
The pandemic has posed practical challenges for bodies in producing
accounts and working papers, and for auditors to carry out their
testing. Both sets of staff have had to work remotely throughout the
period, and the second national lockdown came at a critical point in
the cycle.

Questions and concerns about the potential implications of the
pandemic for some bodies have meant that both finance staff and
auditors have needed to pay particular attention to the financial
position of each entity. Additionally, following a series of increasingly
challenging regulatory reviews, auditors have arguably been more
focused than ever on their professional duty to give their opinion only
when they are satisfied that they have sufficient assurance.”

© 2021 Grant Thornton UK LLP.
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Public Sector Audit

Public Sector

Audit Appointments

The news article can be found here:

News release: 2019/20 audited accounts — PSAA
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