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As a practising member firm of the Institute of Chartered Accountants in England and Wales (ICAEW), we are subject to its ethical and other
professional requirements which are detailed at http://www.icaew.com/en/members/regulations-standards-and-guidance.

The matters raised in this report are only those which came to our attention during the course of our review and are not necessarily a
comprehensive statement of all the weaknesses that exist or all improvements that might be made. Recommendations for improvements should be
assessed by you for their full impact before they are implemented. This report, or our work, should not be taken as a substitute for management’s
responsibilities for the application of sound commercial practices. We emphasise that the responsibility for a sound system of internal controls rests
with management and our work should not be relied upon to identify all strengths and weaknesses that may exist. Therefore, the most that the
internal audit service can provide is reasonable assurance that there are no major weaknesses in the risk management, governance and control
processes reviewed within this assignment. Neither should our work be relied upon to identify all circumstances of fraud and irregularity should
there be any.

This report is supplied on the understanding that it is solely for the use of the persons to whom it is addressed and for the purposes set out herein.
Our work has been undertaken solely to prepare this report and state those matters that we have agreed to state to them. This report should not
therefore be regarded as suitable to be used or relied on by any other party wishing to acquire any rights from RSM Risk Assurance Services LLP
for any purpose or in any context. Any party other than the Board which obtains access to this report or a copy and chooses to rely on this report (or
any part of it) will do so at its own risk. To the fullest extent permitted by law, RSM Risk Assurance Services LLP will accept no responsibility or
liability in respect of this report to any other party and shall not be liable for any loss, damage or expense of whatsoever nature which is caused by
any person’s reliance on representations in this report.

This report is released to our Client on the basis that it shall not be copied, referred to or disclosed, in whole or in part (save as otherwise permitted
by agreed written terms), without our prior written consent.

We have no responsibility to update this report for events and circumstances occurring after the date of this report.
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1 EXECUTIVE SUMMARY
1.1 Background

An audit of Medium Term Financial Planning was undertaken as part of the approved internal audit periodic plan for
2015/16.

The Police and Crime Commissioner (PCC) for North Yorkshire and Chief Constable of North Yorkshire Police have in
place a joint Medium Term Financial Plan (MTFP), which was approved as part of the budget setting process in
February 2016 and covers four years to 2019/20. The MTFP is continuously updated where forecast changes to
income and expenditure become known, and re-presented to the Executive Board on a quarterly basis.

The Force’s savings programme is led by the Affordability Group and is included within the MTFP. The MTFP is kept
under review by the Affordability Group, which consists of the PCC’s Chief Finance Officer, the Chief Constable’s
Chief Finance Officer, the Chief Constable, the Chief Executive Officer, the Head of HR. Head of O & D, Deputy Chief
Constable, Assistant Chief Constable — Kennedy and Acting Chief Superintendent — Winward. The Affordability Group
is made fully aware of any changes that are made to the income and expenditure as well as assumptions, via informal
monthly reviews of the MTFP. Management indicated that while the impact of on-going changes to the MTFP were not
actively monitored against the Force’s savings plan, a formal review of progress against savings assumptions would
be carried out by the Affordability Group from the start of the 2016/17 financial year.

The assumptions detailed within the MTFP are discussed and agreed by the Affordability Group. While there are no
formal minutes of the meetings, the PCC’s Chief Finance Officer produces a report detailing the robustness of the
assumptions, which is reported to Executive Board for review and challenge.

1.2 Conclusion

Our audit work confirmed that there are adequate controls in place around the Medium Term Financial Planning
arrangements at the Police and Crime Commissioner for North Yorkshire and Chief Constable of North Yorkshire
Police. We were able to confirm the design and operation of controls as appropriate for the delivery of a robust
financial plan as well as fair and achievable budgets. The assumptions used were found to be appropriate and
evidenced against formal documentation.

Internal Audit Opinion: Red Amb,,
Taking account of the issues identified, the Police and Crime Commissioner e b c'q,o
for North Yorkshire and Chief Constable of North Yorkshire can take ‘ )
substantial assurance that the controls upon which the organisation relies

\

to manage the identified risk are suitably designed, consistently applied and te

operating effectively. /
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1.3 Key findings

The key findings from this review are as follows:

Review of the MTFP confirmed that this contained a detailed planning and assumption section which provided
information on the expected income and expenditure for the four year period covered by the MTFP. We confirmed
that the affordability programme was also detailed within the MTFP, with links to the expenditure over the four year
period. While we were unable to confirm the 2016/17 MTFP and budget approval by the Executive Board (the Plan
was approved at the 25" February 2016 meeting). As the minutes were not available at the time of the audit we
confirmed that the previous year's MTFP had been approved in accordance with the process described above.

Review of the MTFP also included testing of the stated assumptions back to source documentation. We were able
to confirm all income and expenditure assumptions, as well as the affordability programme, figures back to
originating document including grants and precept statements, HR staffing plans and capital plans.

Review of the budget setting process confirmed that this was carried out on an annual basis via meetings between
the budget holders and Chief Financial Officer. While there are no minutes for the budget holder meetings we were
able to gain assurance on the adequacy, fairness and achievability of the budget setting process through a
guestionnaire based communication with budget holders. Out of the nine budget holders contacted who had been in
a budget holding position for more than a year we noted seven responses stating they had been actively involved in
the budget setting. In the remaining two cases a response was not provided by the budget holder.

We were able to confirm that monthly budget reviews were undertaken and that budget setting is carried out to
timetable. While there is no formal timetable for budget setting we were able to gain assurance of the timeliness of
the process through review of Affordability Group and budget review reports.

Review of the MTFP confirmed that the Police and Crime Plan was included with assumptions for future
investments to ensure delivery of the plan. The main area of investment within the Police and Crime Plan is around
protecting vulnerable people with a £3m investment included within the financial plan over the next two years. The
projects that the investments will be used on include the expansion of the Serious Crime Team, Integrated
Management Team, Digital Forensics Unit as well as creating a Historical Child Abuse Investigation Team and
enhancing the online fraud and cyber-crime capabilities.

Discussions with management confirmed that the Force undertake a sensitivity analysis and scenario review of key
assumptions within the MTFP during the drafting process as part of the Affordability Group meetings. We were able
to confirm that the ‘Robustness of Estimates and Adequacy of Reserves’ report provides commentary on the
assumptions made and the reasons to support these.

The affordability plan is an integral part of the MTFP and as such has been built into the budget for the 2016/2017
financial year. The monthly budget reviews and quarterly reporting will as such also include a review of the progress
against the affordability programme.

The reporting and monitoring of the MTFP and budget was undertaken on a monthly basis via the Affordability

Group with formal reporting to Executive Board on a quarterly basis. We have agreed the process to review of
Executive Board minutes for July 2015, November 2015 and January 2016.
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1.4 Additional information to support our conclusion

We have not raised any management actions as a result of our audit.

1.5 Additional feedback

We have also identified innovation or good practice at similar organisations that The Police and Crime Commissioner
for North Yorkshire and Chief Constable of North Yorkshire Police may wish to consider:

Good practice for further consideration
We identified the following areas of good practice which further enhance the organisation’s financial planning process:

e A formalised timetable is commonly used and monitored against for the development and approval of the annual
budgets and Financial Plans. This timetable is also used as a schedule and action plan for various involved
departments to work against to ensure that deadlines are met in a timely manner. The Force has a high level
timetable in place based around statutory and governance deadlines which the finance team and the Affordability
Group are aware of.

e Budgetary decision between management and budget holders are minuted with reasons for increases and
reductions documented. We noted that budget discussions at the Force were recorded and detailed budget
amendments made.
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APPENDIX A: SCOPE

Scope of the review

To evaluate the adequacy of risk management and control within the system and the extent to which controls have
been applied, with a view to providing an opinion. The scope was planned to provide assurance on the controls and
mitigations in place relating to the following risks:

Objective of the risk under review Risks relevant to the scope of the review Risk source
The Police and Crime Commissioner for North  The Commissioner and Chief Constable fail to  Strategic Risk
Yorkshire and the Chief Constable of North manage finances effectively i.e. arrangements  Register
Yorkshire Police have in place strategies and are not in place for strategic financial planning,

controls that provide assurance that a stable receiving funding, financial management,

financial platform can deliver effective service accounting and auditing, monitoring value for

delivery for the medium term. money, setting the police precept, allocating

funding and issuing crime and disorder
reduction grants, planning for major police
operations.

When planning the audit, the following areas for consideration and limitations were agreed:

Areas for consideration:

¢ The Police and Crime Commissioner for North Yorkshire and Chief Constable of North Yorkshire Police have
developed an adequate Medium Term Financial Plan for an appropriate period that was reviewed and approved on
a periodic basis.

* The Medium Term Financial Plan has been developed based on reasonable assumptions, including those relating
to savings plans.

¢ We have confirmed that the Police and Crime Commissioner for North Yorkshire and Chief Constable of North
Yorkshire Police complete an annual review of assumptions and that these assumptions are clearly identified and
approved at an appropriate level.

* We have obtained confirmation that scenario planning/sensitivity analysis has been completed to ensure that the
Medium Term Financial Plan is robust. We have reviewed the accuracy of the spreadsheets used in the process.

¢ We have reviewed the process for development and approval of the annual budget and confirm that this is in line
with the Medium Term Financial Plan.

¢ We reviewed the reporting mechanisms in place to ensure that the Medium Term Financial Plan is monitored on a
regular basis, including progress against any savings plans identified.

NOT PROTECTIVELY MARKED

The Police and Crime Commissioner for North Yorkshire and Chief Constable
of North Yorkshire Police / Mid Term Financial Planning 3.15/16 | 5



NOT PROTECTIVELY MARKED

Limitations to the scope of the audit assignment:

¢ The scope of the work has been limited to those areas examined and reported upon in the areas for consideration
in the context of the objectives set out for this review.

¢ Any testing has been completed on a sample basis.

¢ We have not provided an opinion on the content of the Medium Term Financial Plan.

e Our work and report have not provided any assurance on the eventual accuracy at the year end of the current
projected outturn or any assurance on the validity and accuracy of any assumptions made in producing the
projected outturn.

¢ We have not verified the accuracy of the general ledger as part of this review.

e Our work has not provided absolute assurance that material errors, loss or fraud do not exist.
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APPENDIX B: FURTHER INFORMATION

Persons interviewed during the audit:

Jane Palmer, Chief Constable’s Chief Finance Officer
Michael Porter, PCC’s Chief Finance Officer

Simon Nott, Income Generation Manager

Documentation reviewed during the audit:

Medium Term Financial Plan, February 2016

Robustness of Assumptions and Adequacy of Financial Reserves, February 2016
Priority Eight Reports, Various months

Budget Review Report, January 2016

The Police Grant Report, February 2016
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FOR FURTHER INFORMATION CONTACT

Dan Harris, Head of Internal Audit
Tel: 07792 948767

Daniel.Harris@rsmuk.com

Angela Ward, Senior Manager
Tel: 07966 091471
Angela.Ward@rsmuk.com

Philip Church, Client Manager
Tel: 07528 970082
Philip.Church@rsmuk.com

rsmuk.com

The UK group of companies and LLPs trading as RSM is a member of the RSM network. RSM is the trading name used by the members of the RSM network. Each member of the RSM network is
an independent accounting and consulting firm each of which practises in its own right. The RSM network is not itself a separate legal entity of any description in any jurisdiction. The RSM network is
administered by RSM International Limited, a company registered in England and Wales (company number 4040598) whose registered office is at 11 Old Jewry, London EC2R 8DU. The brand and
trademark RSM and other intellectual property rights used by members of the network are owned by RSM International Association, an association governed by article 60 et seq of the Civil Code of
Switzerland whose seat is in Zug.

RSM UK Consulting LLP, RSM Corporate Finance LLP, RSM Restructuring Advisory LLP, RSM Risk Assurance Services LLP, RSM Tax and Advisory Services LLP, RSM UK Audit LLP, RSM
Employer Services Limited and RSM UK Tax and Accounting Limited are not authorised under the Financial Services and Markets Act 2000 but we are able in certain circumstances to offer a limited
range of investment services because we are members of the Institute of Chartered Accountants in England and Wales. We can provide these investment services if they are an incidental part of the
professional services we have been engaged to provide. Baker Tilly Creditor Services LLP is authorised and regulated by the Financial Conduct Authority for credit-related regulated activities. RSM
& Co (UK) Limited is authorised and regulated by the Financial Conduct Authority to conduct a range of investment business activities. Whilst every effort has been made to ensure accuracy,
information contained in this communication may not be comprehensive and recipients should not act upon it without seeking professional advice.

© 2015 RSM UK Group LLP, all rights reserved
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