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This sector briefing is one of the ways that
we support you and your organisation

in an environment that is constantly
changing and evolving.

It covers issues which may have an impact
on your organisation, the Police sector,
and the audits that we undertake.

The briefings are produced by our public
sector audit specialists within EY's
national Government and Public Sector
(GPS) team, using our public sector
knowledge, and EY's wider expertise
across UK and international business.

The briefings bring together not only
technical issues relevant to the Police
sector but wider matters of potential
interest to you and your organisation.

Links to where you can find out more on
any of the articles featured can be found
at the end of the briefing.

We hope that you find the briefing
informative and should this raise any
issues that you would like to discuss
further please contact your local
audit team.

Building a better
working world
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EY Item Club Winter forecast

In its latest forecast the EY Item Club cautions that, whilst it may
look like the economy is taking the referendum in its stride, the
impression could be deceptive. A timely reminder that trouble
may lie ahead is provided by Sterling's recent performance.

The UK economy is forecast to undergo a gradual dip and recovery
over the coming four years, with GDP growth slowing to 1.3% in
2017 and just 1.0% next year, before picking up to 1.4% in 2019
and 1.8% in 2020. The ability of the economy to deliver against
this forecast is seen as highly dependent on its foreign trade
performance, the expectation is that this will improve this year as
consumer spending slows down.

In terms of inflation as measured by the Consumer Prices Index

it is expected to rise in excess of 3% by the end of 2017, before
falling back towards the Bank of England’s 2.0% target in 2018.
With the economy slowing down and wage inflation remaining
subdued, the forecast is that base interest rates will be held at
0.25% by the Monetary Policy Committee until the spring of 2018.

Looking ahead, the UK's trade performance and output growth

in 2019 and beyond will depend critically on the exit terms that
can be agreed with the EU27 and other countries. Whilst there

is greater clarity about the UK's negotiating position, elections
coming up later this year in several European countries mean that
the negotiating position of the EU27 will take longer to get a clear
picture of. Additionally, the US election result complicates Britain's
exit from the EU due to uncertainty over the US economic and
foreign policy.

Police finance

The Minister of State for Fire and Policing, Brandon Lewis,
announced in Parliament in December 2016 the funding
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settlement for police forces in England and Wales for 2017/18.
The minister re-iterated some of the broad principles of
government policy on policing following the commitment by the
previous Home Secretary, Theresa May, to protect police funding.
Mr. Lewis also noted that the government believed that the police
still had the potential to leverage further efficiencies from wider
blue light collaboration. Picking up some of the themes from HMIC
such as further efficiency and savings the minister said that the
police must continue to drive efficiencies to enable a force to be fit
to face the 21st century. HMIC had recently commented that there
was some evidence that some police forces have reduced the pace,
scope and ambition of their plans from the previous year. Mr. Lewis
also re-iterated another key strand of government policy on

police funding which was announced in February 2016. Any police
force which will increase the precept to the maximum amount will
be protected at 2015/16 cash levels for two years. It was also
announced that the basis of allocation for 2017/18 would remain
the same i.e., uniform percentages would be applied to core grants
for each PCC.

The minister also noted an increase in the Transformation Fund
for 2017/18 to £175mn. This represents an increase of over £40
million, In line with the wider efficiency agenda the aim of the
Transformation Fund is to encourage greater collaboration and
efficiency amongst police forces.

Another key area of the annual funding settlement announced was
Counter Terrorism Funding. Acknowledging the continued threat
to the UK from terrorism the annual counter terrorism budget

was announced as £670 million. In addition a further £32 million
would be made available from the Police Transformation Fund to
support armed policing. Due to the sensitive nature of the counter
terrorism funding full details on a force by force basis would not be
available in the public domain.



Full details of the 2017/18 revenue and capital allocation per force
can be viewed via the attached link:

https://www.gov.uk/government/uploads/system/uploads/
attachment_data/file/577359/police-grant-report-2017-18.pdf

EY are working within the police sector to provide solutions

to the challenging financial situation, this is demonstrated by
the recent appointment of EY by West Yorkshire Police (WYP).
This engagement will involve reviewing the operating model and
business case for back office transformation.

This phase of work will design the process, technology and
cultural changes WYP need to make in order to implement the
new structure; for example, we'll look at robotics, new commercial
partnerships, and data analytics and shared services.

Policing statistics

The latest quarterly policing statistics were reported by the Home
Office. These represent the following key police statistics:

Police workforce.

Police powers and procedures.

Police powers under the Terrorism Act 2000.
Police use of taser.

Police use of firearms.
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Seizure of drugs.

The Police Workforce statistical report represents the position
of the police workforce across a number of different areas as at
31 March 2016
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Some of the key findings included:

Total workforce

The total workforce as at 31 March 2016 was 200,922. This was
across the 43 police forces in England and Wales and represented
a decrease of 6,807 workers or 3.3% compared with a year earlier

The actual number of police officers fell by 2.5% when compared
with a year earlier. This was a larger fall than the previous
two years.

Joiners and leavers

The physical number of officers serving on the frontline dropped in
year by approximately 4,500 from 110,853 to 106,411.

The % of officers on frontline policing duties was found to have
remained steady from the previous year at 93.4%.

The statistics also showed an increase from 2014/15 in both
dismissals (up 5%) and voluntary resignations (up 11%). Both of
these figures have been increasing over the last five years.

Workforce diversity

5.9% of all officers were Black and Minority Ethnic (BME) as at
31 March 2016. This was the highest figure in this category for the
last 10 years.

The statistics were also encouraging for the number of female
police officers. 28.6% of all officers were female. Again this figure
was the highest % for 10 years.

Officer wellbeing

The number of officers currently unable to work and signed off on
long term sick showed an increase of 11.5% on the previous year.
This was 2,429 police officers.


https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/577359/police-grant-report-2017-18.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/577359/police-grant-report-2017-18.pdf

Value for Money Profiles

HMIC have published the latest value for money profiles across

all 43 police forces in England and Wales. The value for money
profiles are published annually and cover a broad range of themes
enabling the user to compare police forces across disaggregated
areas of expenditure and performance. The data is extracted from
information supplied by each Force. It is important to remember
that the profiles detail what the differences are but not the
reasons or explanations for those differences. Key questions and
metrics include:

» ‘How does the force's income and expenditure compare
with peers?’

» ‘Where is the force spending money compared with peers?’
» ‘How is the local police force funded compared with peers?’

Data can be accessed at an individual force level and so can be
used at a range of levels to assess performance and to seek more
understanding.

PEEL Efficiency Assessment

HMIC have published the 2016 Police Efficiency and Legitimacy
(PEEL) assessment for Efficiency.

This year the efficiency assessment focused on the three following
questions:

» How well do police forces understand their current and likely
future demand?

» How well do police forces use their current resources to
manage demand?

» How well are police forces planning for demand in the future?
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The report was published in November 2016 and the key message
for forces was that they are good at understanding their current
demand and managing their resources.

Main Findings

The inspection was completed between March and June 2016 and
was based on data presented by each force. Of the 43 forces in
England and Wales 2 forces scored the highest available grading
of Outstanding — Durham Police and West Midlands Police. These
2 forces were able to demonstrate a sophisticated approach to
assessing not only future demand but also crime types. Their risk
assessment and planning was focused on under reported crimes
such as cyber and they were found to have a proven ability to
develop and deliver change.

The majority of forces (33) were assessed as good with a good
understanding of the demand for their services such as 999 or
111. However HMIC noted some limitations within this grading
such as forces not understanding their current capability, and
other forces that had cut back significantly on police numbers
without fully understanding the impact of such actions on
capability either now or in the medium to long term.

A positive from the 2016 Efficiency review was that HMIC was

less concerned about the future financial viability of forces than
they were in the 2016 Efficiency assessment. The 2016 review
found that forces were continuing with their savings and efficiency
plans but that the 2015 Comprehensive Spending Review and
unexpected police financial settlement had reduced the financial
strain on a number of forces.

The review also had some interesting findings from HMIC on
collaboration. It was acknowledged in the reports that most forces
are now involved in some form of collaborative arrangement/s
with other local forces. However HMIC found that having reviewed
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the collaborative arrangement/s in place that it was not always
the case that these working relationships, in key areas such as
forensics, actually brought any benefit to the victim of the crime,
the efficiency of the force or in the worst case scenario was not
actually delivering any discernible benefit to the force.

Another key finding from the efficiency review was in relation

to IT. HMIC found that there were a number of key areas for
improvement in respect of how forces are maximising the benefits
from IT. It was found that there was a lack of digital skills in forces
as well as a general lack of awareness of how the range of IT
systems worked together. This was acknowledged as a key area of
further focus for HMIC in the 2017 Efficiency assessment.

PEEL Legitimacy Assessment

Her Majesty’s Inspectorate of Constabulary (HMIC) have published
the latest national report as part of their annual inspection
programme — Police, Efficiency, Effectiveness and Legitimacy
(PEEL). The report published was:

» PEEL: Police Legitimacy 2016 — A National Overview.
The main question being addressed by the Legitimacy Review was:

‘How legitimate are the police at keeping people safe and
reducing crime?’

The Legitimacy review covered three broad themes.
These included:

» The extent to which the police treat people fairly and
with respect.

» The extent to which the police ensure that their workforces act
both ethically and lawfully.

» The extent to which the workforce themselves feel that they
have been treated fairly and with respect.
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Of the 43 forces in England and Wales inspected as part of the
assessment only 2 forces scored the highest possible score of
outstanding — Derbyshire and Kent police forces. 36 forces were
graded as good with 5 forces requiring improvement. This was
largely consistent with the prior year where the results were 1, 37
and 5 respectively.

Of particular relevance and interest to the findings was that
victim satisfaction with their treatment by the police remains
high. HMIC noted positively that forces do seek feedback on their
performance across a number of different media and platforms.
One challenge from the HMIC report was that forces needed to do
more in respect of obtaining feedback from those members of the
community who would be less willing to offer feedback. Another
key challenge for forces remained demonstrating that they had
actually acted on the feedback received.

Another area of focus in the Legitimacy assessment was the HMIC
review on the standards being set by police forces in England and
Wales. Whilst commenting positively on the general high standards
of professional behaviour demanded by police forces, there were
also instances of poor professional behaviour standards in respect
of national vetting. With regards to corruption it was found by
HMIC that some forces were only being reactive rather than
proactive in their response to corruption.

In assessing the question of how good forces were at acting
ethically and lawfully, HMIC found that only 1 Force could be
graded as outstanding. 26 forces were scored as good and 16
noted as requiring improvement. None was graded as inadequate.
One particular area of concern was in relation to officers abusing
their position of authority for sexual gain and acting without
integrity. This was the first time that HMIC had assessed this. It
was found that whilst forces were good at acting on information
once received they were lacking in their ability to seek out
intelligence.
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PSAA Audit Services Procurement Strategy for
the appointment of local auditors

The PSAA is entering into contracts with audit firms to make
auditor appointments by 31 December 2017. There are a total
of 493 eligible authorities who have been invited to opt in. These
include local authorities, combined authorities, police and crime
commissioners, chief constables, fire and rescue authorities,
waste authorities, passenger transport executives and national
park authorities.

The timetable for the appointment is as follows:

Key milestone Target date

Issue OJEU Contract Notice and Selection 16 February 2017
Questionnaire (SQ) available on request

Deadline for eligible bodies to notify 9 March 2017
PSAA of their decision to opt-into the

scheme for audits of 2018/19 accounts

Deadline of submission of SQs 21 March 2017

Issue ITT to short-listed suppliers 6 April 2017
Deadline for submission of tenders 10 May 2017
PSAA board approves contract award 30 June 2017

The contract will be awarded for five years to suppliers but PSAA
may extend this contract by two years. It is expected that opting-in
will achieve lower audit fees than those authorities that choose to
negotiate alone. Fees are expected to be published in March 2018.
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Report on the results of auditors work LG bodies
2015/16

In December 2016 PSAA published its first report on the results
of auditors’ work across 497 principal local government bodies,
including 357 councils, 31 fire and rescue authorities, 76 police
bodies and 33 other local government bodies, and 9,756 small
bodies, with a turnover of less than £6.5 million, including 9637
parish councils. The results within the report cover audit work

on the financial statements, the WGA return, arrangements to
secure value for money and any exercise of the auditor's statutory
reporting powers.

The timeliness and quality is broadly consistent with prior year,
however the number of early unqualified opinions (issued by
31 July 2016) doubled compared to those issued in respect of
2014/15.

96% of auditors issued an opinion on the accounts by

30 September 2016 and for the third year in a row there were
no qualified opinions on principal bodies. The proportion of
qualifications on value for money arrangements increased from
4% to 6%.

With faster close in place from the 2017/18 financial year, there
is a need for efficiencies from both local government bodies
and their auditors in order to maintain the level of performance
shown in this report. EY have produced an article on ‘Accelerating
your financial close arrangements’, this can be found by
following this link http://www.ey.com/Publication/vwLUAssets/
EY_-_Accelerating_your_financial_close_arrangements/SFILE/
EY-accelerating-your-financial-close-arrangements.pdf. The
report provides suggestions such as reviewing the format of the
accounts, reviewing the approach to estimates and managing
members' expectations, amongst others.


http://www.ey.com/Publication/vwLUAssets/EY_-_Accelerating_your_financial_close_arrangements/$FILE/EY-accelerating-your-financial-close-arrangements.pdf
http://www.ey.com/Publication/vwLUAssets/EY_-_Accelerating_your_financial_close_arrangements/$FILE/EY-accelerating-your-financial-close-arrangements.pdf
http://www.ey.com/Publication/vwLUAssets/EY_-_Accelerating_your_financial_close_arrangements/$FILE/EY-accelerating-your-financial-close-arrangements.pdf

What do the latest VFM profiles tell you about your Force? Do they
highlight any opportunities or risks for the Force? Are there any
outliers where the Force can seek to learn from other Forces?

Are you aware of the latest position regarding any proposed
blue light collaboration in your region? Is there any potential
governance issues emerging that need to be risk assessed and
included on the Force Risk Register/s?

Have you read the latest HMIC PEEL assessments for Efficiency
and Legitimacy? Are the findings consistent with your wider
understanding of the Force? Are there any areas of focus which
will impact on the Audit Committee in the coming year?

Have you decided if you are going to opt-into the PSAA scheme for
auditor appointment or if you are going to negotiate alone?

Has the Authority put plans in place to meet the faster close
requirements for 2017/18?
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EY Item Club winter forecast

http://www.ey.com/uk/en/issues/business-environment/financial-

markets-and-economy/item---forecast-headlines-and-projections

Police finance

http://www.parliament.uk/business/publications/written-
questions-answers-statements/written-statement/
Commons/2016-12-15/HCWS360/

Police statistics

https://www.gov.uk/government/uploads/system/uploads/
attachment_data/file/544849/hosb0516-police-workforce.pdf

Value for Money Profiles

http://www.justiceinspectorates.gov.uk/hmic/our-work/value-for-

money-inspections/value-for-money-profiles/#2016

PEEL Efficiency Assessment

http://www.justiceinspectorates.gov.uk/hmic/wp-content/
uploads/peel-police-efficiency-2016.pdf
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PEEL Legitimacy Assessment

http://www.justiceinspectorates.gov.uk/hmic/news/news-feed/
forces-good-at-treating-people-fairly/

PSAA Audit Services Procurement Strategy for the
appointment of local auditors
http://www.psaa.co.uk/supporting-the-transition/appointing-
person/procurement-strategy/

Report on the results of auditors work LG bodies 2015/16

http://www.psaa.co.uk/appointing-auditors/terms-of-
appointment/reports-on-the-results-of-auditors-work/

http://www.ey.com/Publication/vwLUAssets/EY_-_Accelerating_
your_financial_close_arrangements/SFILE/EY-accelerating-your-
financial-close-arrangements.pdf
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