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

to deliver better outcomes for everyone.

for logcal 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 (pages 6); and

* my assessment of your arrangements to achieve
value for money in your use of resources (ps
to 10).

Audit opinion and financial statements

1 | gave an unqualified opinion on the Authority’
statements on 29 September 2010.

arrangements forn2009/10.

6 The Authority mekgequired standards in all areas. The Authority has
good financial management arrangements and relevant and reliable
information to support decision making. It has good internal control and risk
management arrangements. The Force and the Authority have been able to
show how some of the initiatives put in place last year have made a positive
difference, with continued improvement in arrangements and performance.

Current and future challenges

7  All public sector bodies face a major challenge in responding to
immediate and future reductions in funding, to cut costs whilst maintaining
services to the public. Cleveland Police Authority is no exception to this.
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8 The Authority has made good progress in reviewing costs and
delivering savings in recent years. Notably, the recent decision to outsource
a number of its support services to a private company aims to deliver
significant efficiencies.

9 However, Cleveland Police Authorities costs per head of population
remain relatively high and further action is needed. The Authority has good
arrangements, including effective financial management and a sound
financial position, which will support it in responding to future challenges.

Audit fees
10 The fee for undertaking the audit in 2009/10 was £94,370 (plus VAY

subsequent amendment of the financial statements.
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Financial statements and annual governance
statement

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

public funds.
| gave an unqualified opinion on the Authorit
financial statements on 29 September 20
the statutory target date.

Overall conclusion from the audit

papers was good.

13 | reported the findings
September 2010.

initial value of the
some non-trivial erro
financial statements.

sselandrelated accounting entries. | also identified
or'adjustments for which management amended the

15 None of these changes impacted on the financial performance in the
Income and Expenditure Account and the Authority's balances were not
affected.

16 |did not identify any significant weaknesses in your internal control
arrangements.
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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 your performance against the criteria
specified by the Audit Commission and have re
the outcome as the value for money (VFM) co

2009/10 use of resources assessments

resources. The kejxmessagdes are reported below.
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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

Use of information

Risk management and internal control

Managing resources

Natural Resources

Workforce

Managing Finances

identified high spend fof several years and latest data shows Cleveland
Police Authority to beXhé second most expensive Authority nationally, per
head of population.

24 The outsourcing of support services during 2010/11 is expected to yield
significant cost savings for the future. This will be an important part of the
Authority's strategy to meet expected reductions in future funding, but
medium term financial plans show that further efficiencies are required. The
Authority will have a crucial role in holding the Force to account for the
delivery of these efficiencies and in evidencing how it has done so. Our
work has shown the Authority has the arrangements in place to undertake
this role effectively.
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Governing the business

25 The Authority’s governance arrangements remain strong, underpinned
by clear policies on ethical issues. This policy is supported by the full range
of expected procedures, which are well publicised and show high levels of

awareness among officers and members.

26 Development of the procurement function is delivering significant
savings, underpinned by good consultation arrangements that give a clear
understanding of the diverse needs of local communities. Partnership
working with local councils and the private sector is effective and well-
established. However the Authority could further consider how it uses its
capital programme investment to support its wider strategic objectives w
evaluating projects.

27 The Authority and Force have relevant, reliable informatio

outcomes.

31 There is baseline data on fuel use over time and some limited
performance measures are in place to demonstrate areas of reducing use of
resources. For example the vehicle fleet's carbon footprint has reduced by
twenty per cent since 2004.

32 However, the Authority needs to extend the range of performance
measures to encompass all significant resource areas across all of the
Authority's major in-house operations. Developing more non-financial
measures would also assist the Authority. For example while the cost of
energy use is readily available, measurements of the associated
environmental cost are not. Provision of this type of information will be
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important for the Authority to demonstrate the effectiveness of its natural
resource management and help focus action to where it can most effectively
intervene to reduce its resource use.

Other issues

33 Inresponse to the review of a specific issue arising during the audit, |
made recommendations to improve the Authority's decision making
process:

m ensure that Committees and Panels of the Authority only consider
issues within their terms of reference and the Authority's scheme of
delegation;

m ensure appropriate professional advice, including financial, legal 2
human resource advice as appropriate for all reports, with all pé
information reported to ensure an informed decision making

Police Inspection report

was ‘performing well’ in ensuring that local people f
effective police service.

economic climate, thenXudit Commission has been reviewing its work
programme for 2010/11 onwards. This review has included discussions with
key stakeholders of possible options for a new approach to local value for
money (VFM) audit work. The Commission aims to introduce a new, more
targeted and better value approach to our local VFM audit work.

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

m securing financial resilience; and

m prioritising resources within tighter budgets.

39 | will determine a local programme of VFM audit work based on my
audit risk assessment, informed by these criteria and my statutory
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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 all 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

Achieving greater efficiencies

40 Cleveland Police Authority, along with all public sector organisations,
faces significant challenges in managing its finances. The current economic
situation, with the impending spending review in October, make it more
important than ever that resources are managed strategically, getting va
for money in all areas of spend.

41 My work on the value for money conclusion confirmed that C

quired and difficult
those relating to the

be of be of most benefit to the Authority and
ges it faces.

International Findncial Reporting Standards

45 From 2010/11 the Authority will be required to produce accounts that
comply with the International Financial Reporting Standards (IFRS). | have
tracked the Authority's progress in preparing for this change during the year
and consider that to date, arrangements are timely and effective.

46 Nevertheless it remains a challenge for all public sector bodies to
successfully adopt the standards within the 2010/11 financial statements, in
terms of ensuring:

m that required information is available and in a timely manner; and

m that the complex accounting treatments are interpreted and applied.
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47 The Authority are well placed to deal with these challenges in that
some of the more complicated accounting changes were implemented in
2009/10 accounts, specifically bringing the PFI assets and liabilities into the
accounting statements (which was commented on earlier in this letter).

48 However recent staffing changes within the finance function and the
resource implications of the outsourcing arrangement create some potential
risk. The Authority need to ensure that adequate resources and financial
skills are available and applied to ensure timely and effective preparation of
the 2010/11 accounts.
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Closing remarks

49 | have discussed and agreed this letter with the Acting Chief Executive
and the Treasurer. | will provide copies to all Authority members and
present this letter at the Audit & Internal Control Panel meeting on 21
October 2010.

during the year.

Date issued

Opinion Audit Plan June 2010 v
Annual Governance Report Sember 2010 <

Final Accounts report Septe r

mber2010_
Governance report - decision Octo e@ \/

making process
™\ C

51 The Authority hasttaken a positi¥e and helpfuhapproach to our audit. |
wish to thank the Authori irgupport and cooperation
during the audi

Lynne Snowball
District Auditor

October 2010
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Appendix 1 — Audit fees

_

Financial statements and annual 56,310 64,900 8,590
governance statement /\
Value for money 29,470 29,470 0 /
Total audit fees 85,780 94,370 8;90\

Non-audit work

Total
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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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