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Dear Member
Derbyshire Fire & Rescue Authority Governance & Performance Working Group
Please attend the meeting of the Derbyshire Fire & Rescue Authority Governance &
Performance Working Group, which will be held on Monday 24 February 2020 at 1000
hours in the Fire Service Boardroom on the second floor of the new Fire & Rescue Service
Headquarters, Butterley Hall, Ripley, Derbyshire, DE5 3RS.
The agenda is set out below.
Yours sincerely

Gavin Tomlinson
Chief Fire Officer/Chief Executive
AGENDA
1.

Apologies

2.

Declaration of Interests

3.

Minutes of the Meeting held on 11 November 2019

4.

Review of Accounting Policies – Simon Allsop, Director of Finance/Treasurer

5.

Corporate Credit Cards Final Audit Report – Mandy Marples, Derby City Council, CMAP

email: reception@derbys-fire.gov.uk
www.derbys-fire.gov.uk
Chief Fire Officer / Chief Executive
Gavin Tomlinson MBA MIFireE

6.

Financial Management Final Audit Report - Mandy Marples, Derby City Council, CMAP

7.

Cyber Security Memorandum – Mandy Marples, Derby City Council. CMAP

8.

Internal Audit Progress Report 2019/20 – Mandy Marples, Derby City Council, CMAP

9.

Internal Audit Plan 2020/21 – Mandy Marples, Derby City Council, CMAP

10. Audit Planning Report 2019/20 – Helen Henshaw, Ernst & Young
11. Update on Pensions Administration – Simon Allsop, Director of Finance/Treasurer
12. Key Subject Matter - Update on Scoping of Payroll/HR System (Presentation) – Helen
Dooley, Business Systems Project Manager
13. Budget Consultation Review (Verbal) – Simon Allsop, Director of Finance/Treasurer
14. Key Performance Measures Review and Targets 2020/21 – Roy Reynolds, Area
Manager
15. Quarter 3 Performance Update – Roy Reynolds, Area Manager
-

Balanced Scorecard

Members can access the performance dashboard via the following link to the FireView
intranet site:
Performance Dashboards

ITEM 3
DERBYSHIRE FIRE & RESCUE AUTHORITY
GOVERNANCE AND PERFORMANCE WORKING GROUP
MINUTES OF THE MEETING HELD
11 NOVEMBER 2019
Present:

Cllr Evonne Williams (Chair)
Cllr Linda Chilton
Cllr Stuart Brittain
T/DCFO Rick Roberts
Louise Taylor – Solicitor/Monitoring Officer
Simon Allsop – Director of Finance/Treasurer
AM Judi Beresford
GM Dean Gazzard
Mandy Marples (Derby City Council/CMAP)
Hannah McDonald (Derby City Council/CMAP)
Hassan Rohimun (Ernst & Young)

Apologies:

Cllr Steve Marshall-Clarke
Cllr Sue Burfoot

Committee Clerk: Jessica Daft

1.

DECLARATIONS OF INTEREST
No declarations of interest were given.

2.

MINUTES OF THE MEETING HELD ON 9 SEPTEMBER 2019
The minutes of the meeting held on 9 September 2019 were received by
Members.

3.

INTERNAL AUDIT PROGRESS REPORT
M Marples provided an update on Internal Audit Progress. All
recommendations have been accepted by Management. Members noted the
content of the report and the progress made on previous recommendations.
J Beresford thanked M Marples and H McDonald for the assistance provided
on an additional piece of work in relation to financial assurance. An extra 10
days was added to the Audit Plan for 2019-20 for this work.

4.

FINAL AUDIT REPORT – FIREVIEW
M Marples provided an update on the Fireview Final Audit Report.
The audit focused on the configuration, security and management of the
Service’s production SharePoint environment and supporting server
architecture. The audit was given a Reasonable Assurance Rating as most of
the areas reviewed were found to be adequately controlled. Members asked
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that Head of Systems and Information Nigel Glossop be invited to the next
meeting to discuss a moderate risk recommendation regarding SharePoint
backups.
5.

EXTERNAL AUDIT – ANNUAL AUDIT LETTER
H Rohimun presented the Annual Audit Letter for the year ending March
2019. H Rohimun confirmed Ernst & Young had provided an unqualified audit
opinion, the financial statements give a true and fair view of the financial
position of the Group, Authority and Pension Fund as at 31 March 2019 and
of its expenditure and income for the year then ended.

6.

QUARTER 3 AUDIT COMMITTEE BRIEFING
H Rohimun presented the Quarter 3 Audit Committee Briefing. Members
noted the briefing and the key issues raised within it.

7.

OPERATIONAL ASSURANCE BULLETIN
The Deputy Chief Fire Officer presented the Operational Assurance Bulletin,
highlighting useful information within the report. Members noted the contents
of the report and agreed the report was a good way of sharing operational
information across the Service.

8.

HR SYSTEM REPLACEMENT
J Beresford provided an update on the HR System replacement. J Beresford
discussed scoping for the project and the need for interoperability as there is
a reliance on other systems. Monthly meetings are taking place and J
Beresford provided assurance to Members that the project would be brought
to future meetings as it develops further.

9.

KEY SUBJECT MATTER – UPDATE ON NATIONAL PENSIONS ISSUE
S Allsop discussed the current national pensions issue. A remedy hearing is
due in December 2019 and an update has been provided to all employees
through a joint statement from the Service and the FBU. S Allsop confirmed
regular updates will be provided to GPWG Members through GPWG meetings
and all Members through Fire Authority meetings. The issue has been
registered on the Service’s Corporate Risk Register.

10.

QUARTER 2 UPDATE CLOSED DISCIPLINE, GRIEVANCE, COMPLAINTS
AND WHISTLEBLOWING
L Taylor presented a report on discipline, grievance, employee complaints
and whistleblowing for Quarter 2. Members noted the Quarter 2 figures.
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11.

UPDATE ON ON-CALL AVAILABLITY
GM M Lee provided an update on On-Call availability at Matlock and Glossop
Fire Stations following Members’ request for clarification around staffing
changes at the last meeting. M Lee confirmed availability was at 99.4% at
Matlock and 98.7% at Glossop since the shift change. M Lee gave assurance
that response targets are being met but the stations are still recruiting to
improve availability. Members noted the update and thanked M Lee.

12.

PERFORMANCE AND CORPORATE RISK QUARTER 2 UPDATE
The Deputy Chief Fire Officer provided an update on Performance and
Corporate Risk from Quarter 2. Members noted the reduction in deliberate
fires and the increase in vehicles fires. The Deputy Chief Fire Officer
highlighted the good work that had taken place regarding a change in the
Unwanted Fire Alarm Signals policy which led to a 56% reduction of
attendance on the previous year. J Beresford confirmed sickness statistics
were continuing to improve and a more comprehensive report would be
brought to the next meeting. Members noted the contents of the update.
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ITEM 4
OPEN

INFORMATION

GOVERNANCE AND PERFORMANCE WORKING GROUP
24 FEBRUARY 2020
REPORT OF DIRECTOR OF FINANCE/TREASURER
REVIEW OF ACCOUNTING POLICIES 2019/20
1.

Purpose of Report

1.1 To present the draft accounting policies for review by members and highlight
changes from last year.
2.

Recommendation

2.1 Members note the accounting policies for producing the 2019/20 Statement of
Accounts.
3.

Information and Analysis

3.1 The Authority must publish its draft accounts by the 31st May, and final audited
accounts by 31 July 2019. It is best practice for the Audit Committee, or in DFRS
case, the GPWG to review the accounting policies in advance of production of
the Statement of Accounts.
3.2 There are no significant changes to the policies set out in Appendix 1, mostly
minor amendments such as updating dates for the new financial year, these are
highlighted yellow. Further areas of text have been removed as not appropriate
to DFRS or to simplify the policy, these are highlighted red. The accounting
policies adopted by DFRS remain consistent with the guidance in the Code of
Practice on Local Authority Accounting in the United Kingdom 2019/20.
3.3 Property Valuations for the purposes of the 2019/20 Statement of Accounts have
been carried out by a suitably qualified RICS qualified Chartered Surveyor
employed by “ad rem property” (previously Derbyshire County Council Property
Services Division) as reflected in the accounting policies.
4.

Legal Considerations

4.1

The Accounts and Audit Regulations 2015 require that the Authority approves
the formal Statement of Accounts prior to publication by 31 July 2019.

4.2

The policies within this report ensure compliance with the Code of Practice on
Local Authority Accounting in the United Kingdom 2019/20.

5.

Other Considerations

5.1 None.
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This report has been consulted upon and approved by the following officers:
Strategic Leadership Team – 12.2.20
Contact Officer: Simon Allsop

Contact No: 01773 305 410

Background Papers:
None.
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Appendix 1
Accounting Policies for the 2019/20 Statement of Accounts

Changes since 2018/19
Deleted narrative
These accounting policies were approved by the Governance and Performance Working Group on 24th February
2020.
A) General Principles
The Statement of Accounts summarises the Authority’s transactions for the 2019/2020 financial year and its
financial position at the year-end of 31st March 2020. The Authority is required to prepare an annual Statement of
Accounts by the Accounts and Audit Regulations 2015, which those Regulations require to be prepared in
accordance with proper accounting practices. These practices primarily comprise of the Code of Practice on Local
Authority Accounting in the United Kingdom 2019/2020 and the Service Reporting Code of Practice 2018/2019,
supported by International Financial Reporting Standards (IFRS).
The accounting convention adopted in the Statement of Accounts is principally historical cost, modified by the
revaluation of certain categories of non-current assets and financial instruments.
All figures in the Statement have been rounded to the nearest £1,000, which may result in some rounding errors.
B) Accruals of Income and Expenditure
Activity is accounted for in the year that it takes place, not simply when cash payments are made or received. In
particular:


income from the sale of goods is recognised when the Authority transfers the significant risks and rewards
of ownership to the purchaser and it is probable that economic benefits or service potential associated
with the transaction will flow to the Authority;



income from the provision of services is recognised when the Authority can measure reliably the
percentage of completion of the transaction and it is probable that economic benefits or service potential
associated with the transaction will flow to the Authority;



Revenue from contracts with service recipients, whether for services or the provision of goods, is
recognised when (or as) the goods or services are transferred to the service recipient in accordance with
the performance obligations in the contract.



supplies are recorded as expenditure when they are consumed – where there is a gap between the date
supplies are received and their consumption, they are carried as inventories on the Balance Sheet;



expenses in relation to services received (including services provided by employees) are recorded as
expenditure when the services are received rather than when payments are made. An exception is now
made to this for the payment of overtime and payments made in arrears to On Call staff. These payments
are now recognised in the years they are paid rather than the year the work was carried out;



interest receivable on investments and payable on borrowings is accounted for respectively as income
and expenditure on the basis of the effective interest rate for the relevant financial instrument rather than
the cash flows fixed or determined by the contract;



where goods or services are supplied to or by the Fire Authority in the financial year, but payment does
not occur until a later financial year, a debtor or creditor for the relevant amount is recorded in the Balance
Sheet. Where debts may not be settled, the balance of debtors is written down and a charge made to
revenue for the income that might not be collected.

C) Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on notice of
not more than 24 hours. Cash equivalents are highly liquid investments that mature in three months or less from
the date of acquisition and that are readily convertible to known amounts of cash with insignificant risk of change
in value.
In the Cash Flow Statement, cash and cash equivalents are shown net of bank overdrafts that are repayable on
demand and form an integral part of the Authority’s cash management.
D) Prior Period Adjustments, Changes in Accounting Policies and Estimates and Errors
Prior period adjustments may arise as a result of a change in accounting policies or to correct a material error.
Changes in accounting estimates are accounted for prospectively, i.e. in the current and future years affected by
the change and do not give rise to a prior period adjustment.
Changes in accounting policies are only made when required by proper accounting practices, or where the change
provides more reliable or relevant information about the effect of transactions, other events and conditions on the
Authority’s financial position or financial performance. Where a material change is made, it is applied
retrospectively (unless stated otherwise) by adjusting opening balances and comparative amounts for the prior
period as if the new policy had always been applied.
Material errors discovered in prior period figures are corrected retrospectively by amending opening balances and
comparative amounts for the prior period.
E) Charges to Revenue for Non-Current Assets
Services, support services and trading accounts are debited with the following amounts to record the cost of holding
non-current assets during the year:


depreciation attributable to the assets used by the relevant service;



revaluation and impairment losses on assets used by the service where there are no accumulated gains
in the Revaluation Reserve against which the losses can be written off;



revaluation gains reversing previous losses charged to the Comprehensive Income and Expenditure
Statement;



amortisation of intangible non-current assets attributable to the service.

The Authority is not required to raise council tax to fund depreciation, revaluation and impairment losses or
amortisations. However, it is required to make an annual contribution from revenue towards the reduction in its
overall borrowing requirement equal to an amount calculated on a prudent basis determined by the Authority in
accordance with statutory guidance. This charge is calculated as follows:


For capital expenditure incurred before 1 st April 2008 or which in the future is supported capital
expenditure, the Minimum Revenue Provision (MRP) policy is to set aside a provision equal to 4% of the
previous year’s Capital Financing Requirement.



From 1st April 2008 (including 2019/2020) for all unsupported borrowing, excluding finance leases, the
MRP policy uses the Asset Life Method i.e. MRP will be an annual charge based on the estimated life of
the assets. The provision is set aside in the year following the capital expenditure.



For any finance leases, the MRP will be the equal to the element of the actual finance lease repayment
that reduces the ongoing balance sheet liability i.e. the principal element of the charge or repayment, in
line with government guidance.

Depreciation, revaluation losses, impairment losses and amortisations are therefore replaced by the MRP
contribution in the General Fund Balance, by way of an adjusting transaction with the Capital Adjustment Account
in the Movement in Reserves Statement for the difference between the two.
F) Council Tax and National Non Domestic Rates (NDR)
Billing authorities act as agents, collecting council tax and national non-domestic rates (NNDR) on behalf of the
major preceptors (including government for NNDR) and, as principals, collecting council tax and NNDR for
themselves. Billing authorities are required by statute to maintain a separate fund (i.e. the Collection Fund) for the

collection and distribution of amounts due in respect of council tax and NNDR. Under the legislative framework for
the Collection Fund, billing authorities, major preceptors and central government share proportionately the risks
and rewards that the amount of council tax and NNDR collected could be less or more than predicted.
Accounting for Council Tax and NNDR
The council tax and NNDR income included in the Comprehensive Income and Expenditure Statement is the
Authority’s share of accrued income for the year. However, regulations determine the amount of council tax and
NNDR that must be included in the Authority’s General Fund. Therefore, the difference between the income
included in the Comprehensive Income and Expenditure Statement and the amount required by regulation to be
credited to the General Fund is taken to the Collection Fund Adjustment Account and included as a reconciling
item in the Movement in Reserves Statement.
The Balance Sheet includes the Authority’s share of the end of year balances in respect of council tax and NNDR
relating to arrears, impairment allowances for doubtful debts, overpayments and prepayments and appeals.
Where debtor balances for the above are identified as impaired because of a likelihood arising
from a past event that payments due under the statutory arrangements will not be made,
the asset is written down and a charge made to the financing and investment income and
expenditure line in the CIES. The impairment loss is measured as the difference between the
carrying amount and the revised future cash flows.

G) Employee Benefits
Benefits Payable during Employment
Short-term employee benefits are those due to be settled within 12 months of the year-end. They include such
benefits as wages and salaries, paid annual leave, paid sick leave and non-monetary benefits (e.g. cars) for current
employees and are recognised as an expense for services in the year in which employees render service to the
Authority.
An accrual is made for the cost of holiday entitlements (or any form of leave, e.g. time off in lieu) earned by
employees but not taken before the year-end which employees can carry forward into the next financial year. The
accrual is made at the wage and salary rates applicable in the following accounting year, being the period in which
the employee takes the benefit. The accrual is charged to Surplus or Deficit on the Provision of Services, but then
reversed out through the Movement in Reserves Statement so that holiday benefits are charged to revenue in the
financial year in which the holiday absence occurs.
Termination Benefits
Termination benefits are amounts payable as a result of a decision by the Authority to terminate an employee’s
employment before the normal retirement date, or an employee’s decision to accept voluntary redundancy, and
are charged on an accruals basis to the appropriate service segment or, where applicable, to a corporate service
segment at the earlier of when the authority can no longer withdraw the offer of those benefits or when the authority
recognises costs for a restructuring.
Where termination benefits involve the enhancement of pensions, statutory provisions require the General Fund
Balance to be charged with the amount payable by the Authority to the pension fund or pensioner in the year, not
the amount calculated according to the relevant accounting standards. In the Movement in Reserves Statement,
appropriations are required to and from the Pensions Reserve to remove the notional debits and credits for pension
enhancement termination benefits and replace them with debits for the cash paid to the pension fund and
pensioners, and any such amounts payable but unpaid at the year-end.
Post-Employment Benefits
Employees of the Authority are members of four separate pension schemes with defined benefits related to pay
and service. The schemes are as follows:
Uniformed Firefighters – Original 1992 Scheme
On 1st April 2006 the firefighters' pension scheme was changed to a scheme funded by central government
(currently the Home Office). The pension costs charged to the Authority's accounts in respect of scheme members
are equal to the contributions paid to the pension fund for these employees. The 1992 scheme was only open to

those firefighters currently in the scheme as at 31 st March 2006 and the employers contribution was higher than
for the new firefighters pension scheme. All contributions are made into a pension fund and equally the payments
to pensioners are paid out of the same fund. This is then balanced by a contribution to or from the fund by the
government each year.
Uniformed Firefighters – 2006 Scheme
On 1st April 2006 a new firefighters' pension scheme was established for new firefighters, On call firefighters and
for uniformed employees carrying out operational duties in the old pension scheme who wished to transfer to the
new scheme. This scheme is also funded by central government and operates in exactly the same way as the old
scheme except for the reduced level of contribution from employees and employers which reflects the different
conditions and benefits of the new scheme. The Firefighters Pension Scheme (England) (Amendment) Order 2014
introduced a new modified version of the 2006 Scheme which was available to individuals who were employed as
On Call Firefighters during the period 1st July 2000 to 5th April 2006. The modified version of the scheme has
different benefits to the main 2006 scheme.
Uniformed Firefighters – 2015 Scheme
The Firefighters Pension Scheme 2015 came into effect on 1st April 2015. As part of central government pension
reform across the public sector, the Firefighters’ Pension Scheme (2015) was created which extended the normal
pension age to 60 and changed from a “final salary” to a “career average” scheme as part of a suite of initiatives
to make fire pensions more financially sustainable. To support those closer to retirement and, therefore less able
to alter their financial retirement planning, firefighters within 10-14 years of their normal pension age were wholly
or partially protected from transferring to the 2015 scheme.

Other Employees
Other employees, subject to certain qualifying criteria, are eligible to join the Local Government Pension Scheme,
administered by Derbyshire County Council. The pension costs that are charged to the Authority's accounts in
respect of these employees are equal to the contributions paid to the funded pension scheme for these employees.
Further costs arise in respect of certain pensions paid to retired employees on an unfunded basis. This scheme is,
however, funded.
Pension costs are included in the accounts to meet the requirements of IAS 19 (Employee Benefits) which requires
the Authority to see beyond its commitment to pay contributions to the pension fund and to determine the full longerterm effect that the award of retirement benefits in any year has had on the Authority's financial position.
H) The Local Government Pension Scheme
The Local Government Scheme is accounted for as a defined benefits scheme:


The liabilities of the Derbyshire Pension Fund attributable to the Authority are included in the Balance
Sheet on an actuarial basis using the projected unit credit method – i.e. an assessment of the future
payments that will be made in relation to retirement benefits earned to date by employees, based on
assumptions about mortality rates, employee turnover rates, etc., and projections of future earnings for
current employees.



Liabilities are discounted to their value at current prices, based on a discount rate that reflects the time
value of money and the characteristics of the liability, determined by the Scheme Actuary each year end.



The assets of Derbyshire Pension Fund attributable to the Authority are included in the Balance Sheet at
their fair value:





quoted securities – current bid price;



unquoted securities – professional estimate;



unitised securities – current bid price;



property – market value.

The change in the net pensions liability is analysed into the following components:


service cost comprising:



o

current service cost – the increase in liabilities as a result of years of service earned
this year – allocated in the Comprehensive Income and Expenditure Statement to the
services for which the employees worked;

o

past service cost – the increase in liabilities as a result of a scheme amendment or
curtailment whose effect relates to years of service earned in earlier years – debited
to the Surplus or Deficit on the Provision of Services in the Comprehensive Income
and Expenditure Statement;

o

net interest on the net defined benefit liability (asset), i.e. net interest expense for the
authority – the change during the period in the net defined benefit liability (asset) that
arises from the passage of time charged to the Financing and Investment Income and
Expenditure line of the Comprehensive Income and Expenditure Statement – this is
calculated by applying the discount rate used to measure the defined benefit
obligation at the beginning of the period to the net defined benefit liability (asset) at
the beginning of the period – taking into account any changes in the net defined
benefit liability (asset) during the period as a result of contribution and benefit
payments.

Re-measurements comprising:
o the return on plan assets – excluding amounts included in net interest on the net
defined benefit liability (asset) – charged to the Pensions Reserve as Other
Comprehensive Income and Expenditure;
o actuarial gains and losses – changes in the net pensions liability that arise because
events have not coincided with assumptions made at the last actuarial valuation or
because the actuaries have updated their assumptions – charged to the Pensions
Reserve as Other Comprehensive Income and Expenditure.



Contributions paid to the Derbyshire pension fund – cash paid as employer’s contributions to the
pension fund in settlement of liabilities; not accounted for as an expense.

In relation to retirement benefits, statutory provisions require the General Fund Balance to be charged with the
amount payable by the Authority to the pension fund or directly to pensioners in the year, not the amount calculated
according to the relevant accounting standards. In the Movement in Reserves Statement, this means that there
are appropriations to and from the Pensions Reserve to remove the notional debits and credits for retirement
benefits and replace them with debits for the cash paid to the pension fund and pensioners and any such amounts
payable but unpaid at the year-end. The negative balance that arises on the Pensions Reserve thereby measures
the beneficial impact to the General Fund of being required to account for retirement benefits on the basis of cash
flows rather than as benefits are earned by employees.
Discretionary Benefits
The Authority also has restricted powers to make discretionary awards of retirement benefits in the event of early
retirements. Any liabilities estimated to arise as a result of an award to any member of staff are accrued in the year
of the decision to make the award and accounted for using the same policies as are applied to the Local
Government Pension Scheme.
I) Events after the Balance Sheet Date
Events after the Balance Sheet date are those events, both favourable and unfavourable, that occur between the
end of the reporting period and the date when the Statement of Accounts is authorised for issue. Two types of
events can be identified:


Those that provide evidence of conditions that existed at the end of the reporting period – the Statement
of Accounts is adjusted to reflect such events.



Those that are indicative of conditions that arose after the reporting period – the Statement of Accounts
are not adjusted to reflect such events, but where a category of events would have a material effect,
disclosure is made in the notes of the nature of the events and their estimated financial effect.

Events taking place after the date of authorisation for issue are not reflected in the Statement of Accounts.

J) Financial Instruments
Financial Liabilities (including Creditors and borrowing costs).
Financial liabilities are initially measured at fair value and are carried at their amortised cost. Annual charges to the
Financing and Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement
for interest payable are based on the carrying amount of the liability, multiplied by the effective rate of interest for
the instrument. The effective interest rate is the rate that exactly discounts estimated future cash payments over
the life of the instrument to the amount at which it was originally recognised.
This means that the amount presented in the Balance Sheet is the outstanding principal repayable (plus accrued
interest); and interest charged to the Comprehensive Income and Expenditure Statement is the amount payable
for the year according to the loan agreement.
Gains and losses on the repurchase or early settlement of borrowing are credited and debited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement in the year of
repurchase or settlement where applicable. However, where repurchase has taken place as part of a restructuring
of the loan portfolio that involves the modification or exchange of existing instruments, the premium or discount is
respectively deducted from or added to the amortised cost of the new modified loan and the write-down to the
Comprehensive Income and Expenditure Statement is spread over the life of the loan by an adjustment to the
effective interest rate.
Where premiums and discounts have been charged to the Comprehensive Income and Expenditure Statement,
regulations allow the impact on the General Fund Balance to be spread over future years. The Authority has a
policy of spreading the gain or loss over the term that was remaining on the loan against which the premium was
payable or discount receivable when it was repaid. The reconciliation of amounts charged to the Comprehensive
Income and Expenditure Statement to the net charge required against the General Fund Balance is managed by
a transfer to or from the Financial Instruments Adjustments Account in the Movement in Reserves Statement.
Financial Assets (including Debtors).
The Authority only has one type of financial asset: loans and receivables. These are assets that have fixed or
determinable payments but are not quoted in an active market.
Loans and receivables are initially measured at fair value. They are subsequently measured at their amortised cost.
Annual credits to the Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement for interest receivable are based on the carrying amount of the asset multiplied by the
effective rate of interest for the instrument. This means that the amount presented in the Balance Sheet is the
outstanding principal receivable (plus accrued interest), and interest credited to the Comprehensive Income and
Expenditure Statement is the amount receivable for the year in the loan agreement.
Where assets are identified as impaired because of a likelihood arising from a past event that payments due under
the contract will not be made, the asset is written down and a charge made to the relevant service or Financing
and Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement. The
impairment loss is measured as the difference between the carrying amount and the present value of the revised
future cash flows discounted at the asset’s original effective interest rate.
Any gains and losses that arise on the de-recognition of an asset are credited or debited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement. It is policy to
charge 12 months interest to each financial year. Outstanding interest is not accrued to the total of the loan.
K) Government Grants and Contributions
Whether paid on account, by instalments or in arrears, government grants and third party contributions and
donations are recognised immediately in the Comprehensive Income and Expenditure Statement as due to the
Authority when there is reasonable assurance that:


the Authority will comply with the conditions attached to the payments, and



the grants or contributions will be received.

Amounts recognised as due to the Authority are not credited to the Comprehensive Income and Expenditure
Statement until conditions attached to the grant or contributions have been satisfied. Conditions are stipulations
that specify that the future economic benefits or service potential embodied in the asset acquired using the grant

or contribution are required to be consumed by the recipient as specified, or future economic benefits or service
potential must be returned to the transferor.
Monies advanced as grants and contributions for which conditions have not been satisfied, are carried in the
Balance Sheet as creditors. When conditions are satisfied, the grant or contribution is credited to the relevant
service line (attributable revenue grants and contributions) or Taxation and Non-Specific Grant Income (non-ring
fenced revenue grants and all capital grants) in the Comprehensive Income and Expenditure Statement.
Where capital grants are credited to the Comprehensive Income and Expenditure Statement, they are reversed
out of the General Fund Balance in the Movement in Reserves Statement.
Where the grant has yet to be used to finance capital expenditure, it is posted to the Capital Grants Unapplied
Reserve. Where it has been applied, it is posted to the Capital Adjustment Account. Amounts in the Capital Grants
Unapplied reserve are transferred to the Capital Adjustment Account once they have been applied to fund capital
expenditure.
L) Intangible Assets
Expenditure on non-monetary assets that do not have physical substance but are controlled by the Authority as a
result of past events (e.g. software licences) is capitalised when it is expected that future economic benefits or
service potential will flow from the intangible asset to the Authority.
Intangible assets are measured initially at cost and carried at amortised cost. The depreciable amount of an
intangible asset is amortised over its useful life to the relevant service line(s) in the Comprehensive Income and
Expenditure Statement. An asset is tested for impairment whenever there is an indication that the asset might be
impaired – any losses recognised are posted to the relevant service line(s) in the Comprehensive Income and
Expenditure Statement.
Where expenditure on intangible assets qualifies as capital expenditure for statutory purposes, amortisation and
impairment losses are not permitted to have an impact on the General Fund Balance. The losses are therefore
reversed out of the General Fund Balance in the Movement in Reserves Statement and posted to the Capital
Adjustment Account and (for any sale proceeds greater than £10,000) the Capital Receipts Reserve.
M) Interest in Companies and Other Entities
The authority has material interests in a joint venture which requires it to prepare group accounts. The joint venture
is with Derbyshire Police and Crime Commissioner, Derbyshire Police and Fire Partnership Limited Liability
Partnership. In the authority’s own single-entity accounts, the interest in the joint venture is recorded as a financial
asset at cost less any provision for losses.
N) Inventories and long term contracts
Inventories are included in the Balance Sheet at the lower of cost and net realisable value.
Long-term contracts are accounted for on the basis of charging the surplus or deficit on the
provision of services with the consideration allocated to the performance obligations satisfied
based on the goods or services transferred to the service recipient during the financial year.
O) Investment Property
Investment properties are those that are used solely to earn rentals and/or for capital appreciation. The definition
is not met if the property is used in any way to facilitate the delivery of services or production of goods or is held
for sale.
Investment properties are measured initially at cost and subsequently at fair value, based on the amount at which
the asset could be exchanged between knowledgeable parties at arm’s-length. Properties are not depreciated but
are revalued annually according to market conditions at the year-end. Gains and losses on revaluation are posted
to the Financing and Investment Income and Expenditure line in the Comprehensive Income and Expenditure
Statement. The same treatment is applied to gains and losses on disposal. Investment properties were revalued
during the year by a suitably qualified RICS Chartered Surveyor.
Rentals received in relation to investment properties are credited to the Financing and Investment Income line and
result in a gain for the General Fund Balance. However, revaluation and disposal gains and losses are not permitted
by statutory arrangements to have an impact on the General Fund Balance. The gains and losses are therefore

reversed out of the General Fund Balance in the Movement in Reserves Statement and posted to the Capital
Adjustment Account and the Capital Receipts Reserve.
P) Leases
Leases are classified as finance leases where the terms of the lease transfer substantially all the risks and rewards
incidental to ownership of the property, plant or equipment from the lessor to the lessee. All other leases are
classified as operating leases.
Where a lease covers both land and buildings, the land and buildings elements are considered separately for
classification.
Arrangements that do not have the legal status of a lease but convey a right to use an asset in return for payment
are accounted for under this policy where fulfilment of the arrangement is dependent on the use of specific assets.
The Authority as Lessee
Finance Leases
Property, plant and equipment held under finance leases is recognised on the Balance Sheet at the commencement
of the lease at its fair value measured at the lease’s inception (or the present value of the minimum lease payments,
if lower). The asset recognised is matched by a liability for the obligation to pay the lessor. Initial direct costs of the
Authority are added to the carrying amount of the asset. Premiums paid on entry into a lease are applied to writing
down the lease liability. Contingent rents are charged as expenses in the periods in which they are incurred.
Lease payments are apportioned between:


A charge for the acquisition of the interest in the property, plant or equipment – applied to write down the
lease liability.



A finance charge (debited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement).

Property, Plant and Equipment recognised under finance leases is accounted for using the policies applied
generally to such assets, subject to depreciation being charged over the lease term if this is shorter than the asset’s
estimated useful life (where ownership of the asset does not transfer to the Authority at the end of the lease period).
The Authority is not required to raise council tax to cover depreciation or revaluation and impairment losses arising
on leased assets. Instead, a prudent annual contribution is made from revenue funds towards the deemed capital
investment in accordance with statutory requirements. Depreciation and revaluation and impairment losses are
therefore substituted by a revenue contribution in the General Fund Balance, by way of an adjusting transaction
with the Capital Adjustment Account in the Movement in Reserves Statement for the difference between the two.
Operating Leases
Rentals paid under operating leases are charged to the Comprehensive Income and Expenditure Statement as an
expense of the services benefiting from use of the leased property, plant or equipment. Charges are made on a
straight-line basis over the life of the lease even if this does not match the pattern of payments (e.g. there is a rentfree period at the commencement of the lease).
The Authority as Lessor
Operating Leases
Where the Authority grants an operating lease over a property or an item of plant or equipment, the asset is retained
in the Balance Sheet. Rental income is credited to the Other Operating Expenditure line in the Comprehensive
Income and Expenditure Statement. Credits are made on a straight-line basis over the life of the lease, even if this
does not match the pattern of payments (e.g. there is a premium paid at the commencement of the lease). Initial
direct costs incurred in negotiating and arranging the lease are added to the carrying amount of the relevant asset
and charged as an expense over the lease term on the same basis as rental income.
Q) Overheads and Support Services

The costs of overheads and support services are charged to service segments in accordance with the Authority’s
arrangements for accountability and financial performance. and the CIPFA Service Reporting Code of Practice
2018/19 requirements.
R) Property, Plant and Equipment
Non Current Assets that have physical substance and are held for use in the production or supply of goods or
services, for rental to others, or for administrative purposes and that are expected to be used during more than one
financial year are classified as Property, Plant and Equipment.
Recognition
Expenditure on the acquisition, creation or enhancement of Property, Plant and Equipment is capitalised on an
accruals basis, provided that it is probable that the future economic benefits or service potential associated with
the item will flow to the Authority and the cost of the item can be measured reliably. The Authority has a deminimus level for capital spend of £10,000, so expenditure below this level will not be recorded as capital spend.
Expenditure that maintains but does not add to an asset’s potential to deliver future economic benefits or service
potential (i.e. repairs and maintenance) is charged as an expense when it is incurred.
The Authority does not own any Heritage Assets.
Measurement
Assets are initially measured at cost, comprising:


the purchase price;



any costs attributable to bringing the asset to the location and condition necessary for it to be capable of
operating in the manner intended by management.

The Authority does not capitalise borrowing costs incurred whilst assets are under construction.
The cost of assets acquired other than by purchase is deemed to be its fair value, unless the acquisition does not
have commercial substance (i.e. it will not lead to a variation in the cash flows of the Authority). In the latter case,
where an asset is acquired via an exchange, the cost of the acquisition is the carrying amount of the asset given
up by the Authority.
Donated assets are measured initially at fair value. The difference between fair value and any consideration paid
is credited to the Taxation and Non-specific Grant Income and Expenditure line of the Comprehensive Income and
Expenditure Statement, unless the donation has been made conditionally. Until conditions are satisfied, the gain is
held in the Donated Assets Account. Where gains are credited to the Comprehensive Income and Expenditure
Statement, they are reversed out of the General Fund Balance to the Capital Adjustment Account in the Movement
in Reserves Statement.
Assets are carried in the Balance Sheet using the following measurement bases:


investment properties and assets surplus to requirements –fair value;



infrastructure, community assets, specialist operational properties and assets under construction –
depreciated historical cost;



all other assets – current value, determined as the amount that would be paid for the asset in its existing
use (existing use value – EUV).

Where there is no market-based evidence of current value because of the specialist nature of an asset, Depreciated
Replacement Cost (DRC) is used as an estimate of current value.
Where non-property assets have short useful lives or low values (or both), depreciated historical cost basis is used
as a proxy for fair value.
Assets included in the Balance Sheet at current value are revalued sufficiently regularly to ensure that their carrying
amount is not materially different from their current value at the year-end, but as a minimum every five years. Land

and Building values used in the Accounts are based on a valuation carried out by a suitably qualified RICS
Chartered Surveyor on a rolling programme valuing approximately 20% of assets each year. Valuations are in
accordance with guidance from the Royal Institute of Chartered Surveyors and from the Chartered Institute of
Public Finance and Accountancy.
Asset values are included in the Asset Register at their component levels. The Authority has a de-minimus
threshold for componentisation which is a net book value (current valuation less depreciation) of £200,000. Below
this amount individual assets will be disregarded for componentisation purposes. An example of componentisation
might be that a Fire Station might be listed as land, station building, training block, breathing apparatus training
buildings etc. Components could also take the form of the roof, fixtures and fittings, lift or windows should their
value exceed the de-minimus level.
Increases in valuations are matched by credits to the Revaluation Reserve to recognise unrealised gains. Where
decreases in value are identified, they are accounted for:


where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the carrying amount
of the asset is written down against that balance (up to the amount of the accumulated gains);



where there is no balance in the Revaluation Reserve or an insufficient balance, the carrying amount of
the asset is written down against the relevant service line(s) in the Comprehensive Income and
Expenditure Statement.

The Revaluation Reserve contains revaluation gains recognised since 1 st April 2007 only, the date of its formal
implementation. Gains arising before that date have been consolidated into the Capital Adjustment Account.
Impairment
Assets are assessed at each year-end as to whether there is any indication that an asset may be impaired. Where
indications exist and any possible differences are estimated to be material, the recoverable amount of the asset is
estimated and, where this is less than the carrying amount of the asset, an impairment loss is recognised for the
shortfall.
Where impairment losses are identified, they are accounted for:


where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the carrying amount
of the asset is written down against that balance (up to the amount of the accumulated gains);



where there is no balance in the Revaluation Reserve or an insufficient balance, the carrying amount of
the asset is written down against the relevant service line(s) in the Comprehensive Income and
Expenditure Statement.

Where an impairment loss is reversed subsequently, the reversal is credited to the relevant service line(s) in the
Comprehensive Income and Expenditure Statement, up to the amount of the original loss, adjusted for depreciation
that would have been charged if the loss had not been recognised.
Depreciation
Depreciation is provided for on all Property, Plant and Equipment assets by the systematic allocation of their
depreciable amounts over their useful lives. An exception is made for assets without a determinable finite useful
life (i.e. freehold land and certain Community Assets) and assets that are not yet available for use (i.e. assets under
construction).
Deprecation is calculated on the following bases:


dwellings and other buildings – straight-line allocation over the useful life of the property as estimated by
the valuer;



vehicles – straight-line allocation over the estimated life of the vehicle;



plant and equipment (for capitalised finance leases) – over the life of the finance lease;



IT equipment – straight-line over 5 years;



Furniture – straight-line over 10 years;



infrastructure – straight-line allocation over 40 years.

Where an item of Property, Plant and Equipment has major components whose cost is significant in relation to the
total cost of the item, the components are depreciated separately.
Revaluation gains are also depreciated, with an amount equal to the difference between current value depreciation
charged on assets and the depreciation that would have been chargeable based on their historical cost being
transferred each year from the Revaluation Reserve to the Capital Adjustment Account.
It is the Authority’s policy not to charge depreciation in the year of acquisition but a full year’s charge is made in
the final year.
S) Disposals and Non-current Assets Held for Sale
When it becomes probable that the carrying amount of an asset will be recovered principally through a sale
transaction rather than through its continuing use, it is reclassified as an Asset Held for Sale. The asset is revalued
immediately before reclassification and then carried at the lower of this amount and fair value less costs to sell.
Where there is a subsequent decrease to fair value less costs to sell, the loss is posted to the Other Operating
Expenditure line in the Comprehensive Income and Expenditure Statement. Gains in fair value are recognised only
up to the amount of any losses previously recognised in the Surplus or Deficit on Provision of Services. Depreciation
is not charged on Assets Held for Sale.
If assets no longer meet the criteria to be classified as Assets Held for Sale, they are reclassified back to noncurrent assets and valued at the lower of their recoverable amount at the date of the decision not to sell, and their
carrying amount before they were classified as held for sale; adjusted for depreciation, amortisation or revaluations
that would have been recognised had they not been classified as held for sale.
Assets that are to be abandoned or scrapped are not reclassified as Assets Held for Sale.
When an asset is disposed of or decommissioned, the carrying amount of the asset in the Balance Sheet (whether
Property, Plant and Equipment or Assets Held for Sale) is written off to the Other Operating Expenditure line in the
Comprehensive Income and Expenditure Statement as part of the gain or loss on disposal. Receipts from disposals
(if any) are credited to the same line in the Comprehensive Income and Expenditure Statement also as part of the
gain or loss on disposal (i.e. netted off against the carrying value of the asset at the time of disposal). Any
revaluation gains accumulated for the asset in the Revaluation Reserve are transferred to the Capital Adjustment
Account. Amounts received for a disposal are categorised as capital receipts.
Receipts are credited to the Capital Receipts Reserve, and can then only be used for new capital investment or set
aside to reduce the Authority’s underlying need to borrow (the capital financing requirement). Receipts are
appropriated to the Reserve from the General Fund Balance in the Movement in Reserves Statement.
The written-off value of disposals is not a charge against council tax, as the cost of non-current assets is fully
provided for under separate arrangements for capital financing. Amounts are appropriated to the Capital
Adjustment Account from the General Fund Balance in the Movement in Reserves Statement.
T) Provisions
Provisions are made where an event has taken place that gives the Authority a legal or constructive obligation that
it is probable will require settlement by a transfer of economic benefits or service potential, and a reliable estimate
can be made of the amount of the obligation. For instance, the Authority may be involved in a court case that could
eventually result in the making of a settlement or payment of compensation.
Provisions are charged as an expense to the appropriate service line in the Comprehensive Income and
Expenditure Statement in the year that the Authority becomes aware of the obligation, and are measured at the
best estimate at the balance sheet date of the expenditure required to settle the obligation, taking into account
relevant risks and uncertainties.
When payments are eventually made, they are charged to the provision carried in the Balance Sheet with any
excess balance adjusted in the appropriate service line. Furthermore, estimated outstanding settlements are
reviewed annually at the end of each financial year and the provision may then be either increased or decreased
based upon the most current information with the appropriate adjusting entry processed back to the relevant
service.

Where some or all of the payment required to settle a provision is expected to be recovered from another party (eg
from an insurance claim), this is only recognised as income for the relevant service if it is virtually certain that
reimbursement will be received if the authority settles the obligation.
U) Contingent liabilities
A Contingent Liability arises where an event has taken place that gives the Authority a possible obligation whose
existence will only be confirmed by the occurrence or otherwise of uncertain future events not wholly within the
control of the Authority. Contingent liabilities also arise in circumstances where a provision would otherwise be
made but either it is not probable that an outflow of resources will be required or the amount of the obligation cannot
be measured reliably.
Contingent liabilities are not recognised in the Balance Sheet but disclosed in a note to the accounts.
V) Contingent Assets
A Contingent Asset arises where an event has taken place that gives the Authority a possible asset whose
existence will only be confirmed by the occurrence or otherwise of uncertain future events not wholly within the
control of the Authority.
Contingent assets are not recognised in the Balance Sheet but disclosed in a note to the accounts where it is
probable that there will be an inflow of economic benefits or service potential.
W) Reserves
The Authority sets aside specific amounts as reserves for future policy purposes or to cover contingencies.
Reserves are created by appropriating amounts out of the General Fund Balance in the Movement in Reserves
Statement. When expenditure to be financed from a reserve is incurred, it is charged to the appropriate service in
that year to be charged against the Surplus or Deficit on the Provision of Services in the Comprehensive Income
and Expenditure Statement. The reserve is then appropriated back into the General Fund Balance in the Movement
in Reserves Statement so that there is no net charge against council tax for the expenditure.
Certain reserves are kept to manage the accounting processes for non-current assets, financial instruments,
retirement and employee benefits and do not represent usable resources for the Authority – these reserves are
explained in the relevant policies.
X) VAT
VAT paid is included as an expense only to the extent that it is not recoverable from Her Majesty’s Revenue and
Customs. VAT received is excluded from income.
Y) Revenue Expenditure Funded from Capital under Statute
Expenditure incurred during the year that may be capitalised under statutory provisions but that does not result in
the creation of a non-current asset has been charged as expenditure to the relevant service in the Comprehensive
Income and Expenditure Statement in the year. Where the Authority has determined to meet the cost of this
expenditure from existing capital resources or by borrowing, a transfer in the Movement in Reserves Statement
from the General Fund Balance to the Capital Adjustment Account then reverses out the amounts charged so that
there is no impact on the level of council tax.
Z) Fair Value Measurement
The Authority measures some of its non-financial assets such as surplus assets and investment properties and
some of its financial instruments such as equity shareholdings [other financial instruments as applicable] at fair
value at each reporting date. Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. The fair value measurement
assumes that the transaction to sell the asset or transfer the liability takes place either:
a) in the principal market for the asset or liability, or
b) in the absence of a principal market, in the most advantageous market for the asset or liability.
The Authority measures the fair value of an asset or liability using the assumptions that market participants would
use when pricing the asset or liability, assuming that market participants act in their economic best interest.

When measuring the fair value of a non-financial asset, the Authority takes into account a market participant’s
ability to generate economic benefits by using the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.
The Authority uses valuation techniques that are appropriate in the circumstances and for which sufficient data is
available, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.
Inputs to the valuation techniques in respect of assets and liabilities for which fair value is measured or disclosed
in the Authority’s financial statements are categorised within the fair value hierarchy, as follows:
Level 1 – quoted prices (unadjusted) in active markets for identical assets or liabilities that the authority can access
at the measurement date
Level 2 – inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly or indirectly
Level 3 – unobservable inputs for the asset or liability.
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1

Executive Summary

1.1

Scope of Audit

1.1.1

This audit focused on the controls around corporate credit and procurement cards with a view to
ensuring that robust governance arrangements were in place. The audit considered;

1.2



guidance to officers



acceptable use of cards (in place of traditional procurement routes)



monitoring and analysis of card transactions



security of card transactions.

Summary of Audit Findings
Control Objectives Examined
Adequate arrangements are in place for the use,
monitoring and security of corporate credit and
procurement cards.
TOTALS

1.2.1

No of
Controls
Evaluated

No of
Adequate
Controls

No of
Partial
Controls

No of Weak
Controls

16

8

8

0

16

8

8

0

The following issues were considered to be the key control weaknesses:
Rec
Number
1

Risk
Rating
Low Risk

2

Moderate
Risk

3

Low Risk

4

Low Risk

5

Low Risk

6

Low Risk

Summary of Weakness
Procedural guidance in place for use by the Finance Team did not reflect
current card holders and processes, nor did it include actions to take in the
instance of suspected fraudulent card activity.
Two card holders had not signed to confirm they agreed to the usage and
terms and conditions of the corporate cards and one other card holder had
not attended a fraud briefing and awareness session.
The use of cards by officers other than the named card holder was not
sufficiently covered by the Service Procedure, and was not consistently
recorded for expenditure related to incidents that officers attend.
Officers had used the corporate credit and procurement cards for purchases
when alternative payment routes should have been used.
Officers were not consistently providing receipts and documentation to the
Finance Team to support their card transactions. Where these receipts and
documents were being provided, this was not always done on a timely basis.
A cash withdrawal of £60 using a procurement card had been identified during
the 2019-20 financial year: this had been withdrawn without the knowledge or
permission of the card holder or Finance officers.

Agreed Action
Date
31/03/2020
31/03/2020
31/03/2020
31/03/2020
31/03/2020
31/03/2020

1.2.2

This report focuses on the weaknesses in the Organisation’s systems of control that were
highlighted by this audit and recommends what Audit considers to be appropriate control
improvements. This report contains 6 recommendations, 5 are considered a low risk and 1 a
moderate risk. Another 1 minor risk issue has been highlighted for management's consideration.

1.3

Summary of Control Assurance Provided

1.3.1

Reasonable - We are able to offer reasonable assurance as most of the areas reviewed were
found to be adequately controlled. Generally risks were well managed, but some systems required
the introduction or improvement of internal controls to ensure the achievement of objectives.
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1.4

Distribution & Communication

1.4.1

The draft report was issued to Debra Kerry, Finance & Tax Manager for comment. A copy of the
draft report was also issued to Simon Allsop, Joint Director of Finance & Business Services, for
information.
This final version has been issued to Gavin Tomlinson, Chief Fire Officer with copies to:


Simon Allsop, Joint Director of Finance & Business Services.



Mark Nash, Head of Corporate Financial Services

 Debra Kerry, Finance & Tax Manager.
This report was produced by Hannah McDonald, Group Auditor and Mandy Marples, Audit
Manager. Any enquiry concerning the content of this report or associated issues may be made to
Hannah McDonald, Group Auditor on 01332 643284.
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2

Positive Assurance

2.1.1

We attempted to establish whether the Organisation's system of control for the following areas
contained all the key controls expected of a sound and robust process. Through a combination of
control evaluation and testing we confirmed that the following adequate controls were in operation:

2.2

Corporate Credit & Procurement Cards


Each of the card holders had been made aware of the financial limits of their card. The
financial limits could be justified and were considered to be reasonable. We did not identify
any instances where card holders had neared or exceeded their limits in the sample of
transactions tested during 2019-20.



The Finance Team maintained sufficient records to be able to identify the current and former
holders of corporate credit and procurement cards.



Corporate credit and procurement cards were held securely to ensure they could not be lost,
stolen or misused. This was confirmed through conversation with a sample of card holders.



We found evidence that the Finance Team reviewed the transactions on the credit and
procurement card statements against those records and receipts provided by the card holders
and other officers. We found evidence on file of the Finance Team chasing outstanding
documentation and querying the appropriateness of transactions, in some instances.



Fraudulent purchases made with a corporate credit card during 2019-20 were promptly
identified, reported to the card provider and were credited back to the Service. The card
holder confirmed that the card had always been held securely, had not been lent to anyone
else, had not shared the card details, including the PIN with anyone else and confirmed they
had not used the card to make the purchases. The Finance Team have strengthened their
controls around the credit cards following this instance of fraud.



Credit and procurement card statement values were matched to payment values in the
general ledger, for the sample tested; no variances were noted.



Through our testing we noted that:
o 28 transactions were incurred as part of critical incident responses (e.g. Whaley Bridge).
We were informed by the Finance & Tax Manager that in those instances, the
procurement card holder assumes budget holder responsibility. The relevant forms were
completed for all of these critical incident related transactions.
o 15 transactions had the credit card usage form completed and there was evidence of
budget holder approval, usually via signature on the form or through email.



Monitoring routines undertaken by Finance and Accountancy officers were sufficient to ensure
that payment of credit and procurement cards taken from the Service’s bank account agreed
to the credit card total expenditure value, as per the card statement.
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3

Minor Risk Issues

3.1.1

During the course of this audit, we have identified a control issue which is considered to pose only a
minor risk to the Organisation. As such, we have not raised a formal recommendation for
management to respond to and we do not intend to formally follow up this issue. Management is at
liberty to take whatever action it deems necessary to mitigate the following minor risk:

3.2

Corporate Credit & Procurement Cards


We found that card expenditure over £250 pounds was published each month on the
Derbyshire Fire & Rescue website. Review of the transactions identified two that were
inaccurately stated:
o One had been recorded on the ledger as being made at the Spar, when it was actually
made at Aldi. This did not have an impact on financial accuracy, but was a potential
issue from a data transparency point of view.
o One transaction was published as expenditure of £12.09, but was actually £14.50. The
difference was due to VAT. This transaction should technically not have been a credit
card transaction as it was for an officer’s expense. A recommendation has been made
to address the use of cards for officer’s expenses within section 3 of this report.
There is a risk that the Fire Service could be criticised for publishing inaccurate expenditure
information, which could result in reputational damage to the organisation.
We suggest management consider the process for correction of card transaction entries on
the ledger and identify a mechanism for communicating any corrections that may have an
impact on the accuracy of published data to the Accountancy team, to ensure they can
correct the published data accordingly.
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4

Control Weaknesses & Recommendations

4.1

Corporate Credit & Procurement Cards

4.1.1

We expected that procedural guidance would have been developed for the Finance Team's use,
which detailed processes for monitoring and managing the credit cards.
We found that the Finance Team had two local procedure documents in place to facilitate their
monthly reconciliation process (one for procurement cards and one for corporate credit cards). We
discussed these local procedures with the Finance & Tax Manager who stated they would benefit
from a review and refresh to bring them in line with current processes and named card holders. The
Finance & Tax Manager also agreed that the inclusion of processes around the identification and
action relating to suspected fraudulent card transactions would be beneficial.
If procedural guidance for use within the Finance Team is not kept up to date to reflect current
processes and card holders, there is a risk that the Finance officers may be unsure of the correct
processes to take when monitoring and managing the procurement and credit cards.
Recommendation 1

4.1.2

Summary Response

Risk Rating: Low Risk

Responsible Officer: Teresa Cannon

Summary of Weakness: Procedural guidance in place
for use by the Finance Team did not reflect current card
holders and processes, nor did it include actions to take
in the instance of suspected fraudulent card activity.

Issue Accepted

Suggested Actions: We recommend that the
procedures in place within the Finance Team for credit
and procurement cards are reviewed and amended to
ensure they reflect current card holders and processes
and actions to take in the instance of suspected
fraudulent card activity.

Agreed Actions: Suggested Action accepted – new
procedures to be produced.
Implementation Date: 31/03/2020

We expected that each credit card holder would have been issued with guidance and would have
signed to confirm they agree to the terms and conditions, usage and security of the card.
We noted that a credit card agreement was in place, which card holders were asked to read and
sign to confirm they agreed to the credit card stated usage and terms and conditions. The card
holder was given a copy of the signed agreement, with the original being retained by the Finance
Team.
We found through testing that two of the card holders had not signed to confirm they agreed to the
usage and terms and conditions of the card.
We also found that, in addition to asking card holders to sign up to the credit card stated usage and
terms and conditions, the Finance & Tax Manager was also having individual meetings with the
card holders where she was giving them a fraud briefing and awareness session. We noted one
instance through testing where a card holder had not been briefed although his card was issued
before the briefing sessions were introduced. We noted appointments to meet with the card holder
had been arranged but had been cancelled due to other demands on the officer’s time. The
Finance & Tax Manager was in the process of arranging another appointment.
If officers have not been provided with the card usage and terms and conditions to read and sign,
and have not been suitably briefed, there is a risk that the card holders do not understand their
responsibilities and may use their card inappropriately. This could result in financial and
reputational damage to the Fire Service.
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Recommendation 2

4.1.3

Summary Response

Risk Rating: Moderate Risk

Responsible Officer: Debra Kerry

Summary of Weakness: Two card holders had not
signed to confirm they agreed to the usage and terms
and conditions of the corporate cards and one other
card holder had not attended a fraud briefing and
awareness session.

Issue Accepted

Suggested Actions: We recommend that all card
holders are asked to read and sign the credit card
agreement, and attend a fraud awareness and briefing
session to help to evidence awareness and
understanding of appropriate use of the card,
safeguarding of the card, and associated terms and
conditions.

Agreed Actions: We need to brief one officer as all
other card holders had been briefed as the cards were
issued to them.
Implementation Date: 31/03/2020

We expected that there was only one user of each corporate credit and procurement card and that
cards were not shared between officers.
We found that in special circumstances, the Fire Service allowed for cards to be shared between
officers. This was reflected in the Out of County Deployment to National Incidents Service
Procedure and within the conditions section of the credit card agreement. However, we noted that
this contradicts a statement within the Safer Payment Journey document (given at the fraud briefing
and awareness session) which stated “Do not allow others to use your card”.
We noted that the Service Procedure, along with template forms and guidance documents, formed
the Out of County/National Deployments Pack, which was given to the Duty Strategic Managers
when an incident occurred. We reviewed the contents of the pack and noted that a number of the
documents required review and update: this was also confirmed through discussion with the
Finance & Tax Manager. We noted that following incidents that occurred in the current financial
year, there had been amendments made to some of the documents to reflect an improved level of
control and record keeping. An example of such an amendment was the addition of a column on
the reconciliation statement template to record the officer who incurred the expense.
We found through testing that there were 28 card transactions in the sample of 55 during 2019-20,
which related to three national incidents or out of county deployments: one occasion was linked to
the Whaley Bridge incident in August 2019 and the other two were for HVP (high volume pumps)
Deployments in Lincolnshire in June 2019. It was evident through review of paperwork linked to the
card usage that the card had been passed to a number of different officers for use during the
deployment incidents. Whilst it is not best practice to share cards and the Service exposes itself to
additional risk if cards are shared, we acknowledge the necessity of it in certain circumstances.
We also noted that the Service Procedure and forms referred to terminology such as out of county
deployment to national incidents. We felt this was at odds with how the cards had been used:
Whaley Bridge was in county and so technically the use of, and passing around of the card linked to
this incident, was outside of the Service Procedure which only covered out of county incidents. We
felt this was a terminology issue, and noted that officers within the Finance Team believed the use
of the card in this instance was acceptable.
There is a risk that the use of cards by officers other than the named card holder is not sufficiently
documented, resulting in a lack of audit trail and accountability in the event of card loss or misuse.
This could result in financial and reputational damage to the Fire Service.
Recommendation 3

Summary Response

Risk Rating: Low Risk

Responsible Officer: Debra Kerry

Summary of Weakness: The use of cards by officers
other than the named card holder was not sufficiently
covered by the Service Procedure, and was not
consistently recorded for expenditure related to
incidents that officers attend.

Issue Accepted
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Suggested Actions: We recommend that the Service
Procedure for Out of County Deployment to National
Incidents and the associated documents, which form
part of the Out of County/National Deployments Pack,
are reviewed and updated. This should help to ensure
that the use of cards by officers other than the named
card holder is more robustly controlled and documented,
and that the use of cards for certain in-county incidents
are included.

4.1.4

Agreed Actions: This is underway & the immediate
changes have been documented & should be uploaded
soon once signed off by an Area Manager.
Implementation Date: 31/03/2020

We expected that the credit cards would only be used in extraordinary circumstances, and would
not be used as an alternative to the official purchasing routes for the Service.
We found through testing of 55 credit and procurement card transactions during the 2019-20 year to
date that there were:


13 transactions that related to expenses: these should not have been purchased using the
corporate credit or procurement cards. These transactions should have been paid for by the
individual officers and a claim for reimbursement put forward using a C05 form.



5 transactions where there had been issues getting suppliers correctly set up/accounts set up
with suppliers and due to the urgency of the purchase, one-off use of the credit or
procurement cards were allowed rather than using the official purchasing route. There was
no evidence to suggest the officers bypassed the usual purchasing route again.



1 transaction where the card holder had used the card to pay for professional membership
fees: although she had done this with the knowledge and approval of the Budget Holder, this
was an inappropriate use of the card (a purchase order should have been raised through the
finance system) and as such, the card holder had been challenged by the Finance Team.
There was no evidence to suggest the officer had bypassed the usual purchasing route again.



3 transactions that related to hotel accommodation bookings for officers involved in the
Whaley Bridge incident, when alternative arrangements had already been made.
If official purchasing routes are bypassed through officer’s use of corporate credit or procurement
cards, there is a risk of poor financial and budgetary control which could lead to financial damage to
the Service.
Recommendation 4

4.1.5

Summary Response

Risk Rating: Low Risk

Responsible Officer: Debra Kerry

Summary of Weakness: Officers had used the
corporate credit and procurement cards for purchases
when alternative payment routes should have been
used.

Issue Accepted

Suggested Actions: We recommend that card holders
are reminded of appropriate use of the corporate credit
and procurement cards, and that Finance continue to
challenge where inappropriate use is detected.

Agreed Actions: Accepted – email to be sent to ALL
card holders.
Implementation Date: 31/03/2020

We expected that each month the credit card users would provide evidence of the credit card
usage, including appropriate VAT receipts, to the Finance Team within 5 days of the credit card
statement (20th of the month).
We found through testing of 55 card transactions during 2019-20 that:


4 transactions had no supporting VAT receipts. These related to payments for things that
should have been out of pocket expenses by a former employee.



In addition to the 4, another 9 transactions were not supported by a credit card usage form.



There were also 13 other transactions where the supporting documentation had been
provided to Finance but not on a timely basis, in addition to the 4 that had no supporting VAT
receipts.
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If officers do not provide the required supporting documentation to the Finance Team on a timely
basis, there is a risk that expenditure cannot be substantiated, VAT cannot be recovered and in
accuracies could exist within the Accounting system and published transparency data.
Recommendation 5

4.1.6

Summary Response

Risk Rating: Low Risk

Responsible Officer: Debra Kerry

Summary of Weakness: Officers were not consistently
providing receipts and documentation to the Finance
Team to support their card transactions. Where these
receipts and documents were being provided, this was
not always done on a timely basis.

Issue Accepted

Suggested Actions: We recommend that officers are
reminded of the importance of providing receipts and
any other supporting documentation to the Finance
Team on a timely basis. Where there are repeated
issues of this kind, management should consider the
appropriateness of the officer continuing to be a card
holder.

Agreed Actions: Accepted & to be included in the
same email of Recommendation 4.
Implementation Date: 31/03/2020

We expected that cash would only be withdrawn using the credit or procurement cards in
exceptional circumstances, and that this would be done with the full knowledge of the Director of
Finance and Finance & Tax Manager, and appropriately documented.
We found that card holders had been notified, and signed to agree, that cash withdrawals using the
cards was only to be done in exceptional circumstances and must be notified to the Finance & Tax
Manager and the Director of Finance to give an audit trail immediately when the withdrawal took
place.
During the audit fieldwork, we did not identify any instances of cash withdrawals when reviewing 55
card transactions during the 2019-20 financial year. However, post audit fieldwork, we were made
aware of a £60 cash withdrawal using one of the procurement cards (this carried with it a card
usage fee of £2.95). The procurement card had not been in the card holders possession at the time
of the withdrawal, and neither the card holder, Director of Finance or the Finance & Tax Manager
had given their permission to withdraw the cash, or been notified that the withdrawal would take
place. The matter had come to light through routine review of the card statements and was still
being investigated by the Finance & Tax Manager at the time of concluding and reporting the audit
findings.
There is a risk that the procurement and credit cards may be used to withdraw cash without the
awareness or permission of the card holder or Finance officers. This could have a financial impact
on the Fire Service.
Recommendation 6

Summary Response

Risk Rating: Low Risk

Responsible Officer: Debra Kerry

Summary of Weakness: A cash withdrawal of £60
using a procurement card had been identified during the
2019-20 financial year: this had been withdrawn without
the knowledge or permission of the card holder or
Finance officers.

Issue Accepted

Suggested Actions: We recommend that management
review the option of allowing cash withdrawals using the
credit and procurement cards and either:

Agreed Actions: Accepted – this incident was on the
back of the Out of County incident & that Policy has
been strengthened & made more robust in this aspect.



Develop and implement procedures to ensure
cash withdrawals only occur were there are
exceptional circumstances and with the
knowledge and permission of the card holder and
Finance officers. Should cash withdrawals
continue to be permitted, procedures should
ensure that the circumstances for withdrawing

In the email being sent on Recommendation 4&5 we will
remind card holders of the revised requirements.
In the longer term we are going to review the availability
of cash & who is a cardholder.
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the cash and the use of the cash should be fully
documented, and should make clear the
repercussions for not following the procedures.
Instruct the card provider to disable the option to
withdraw cash using the credit and procurement
cards.

Implementation Date: 31/03/2020
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1

Executive Summary

1.1

Scope of Audit

1.1.1

This audit focused on reviewing the operation of controls around key accounting tasks in-year. The
audit also considered controls regarding budget management and monitoring.

1.2

Summary of Audit Findings
No of
Controls
Evaluated

No of
Adequate
Controls

No of
Partial
Controls

No of Weak
Controls

Key accountancy tasks are operating effectively, on a
routine basis and in line with the annual work plan.

9

8

1

0

Robust budget management and monitoring arrangements
are in place.

8

5

3

0

TOTALS

17

13

4

0

Control Objectives Examined

1.2.1

The following issues were considered to be the key control weaknesses:
Rec
Number
1

Risk
Rating
Low Risk

2

Low Risk

3

Low Risk

4

Low Risk

Summary of Weakness
Salary reconciliations had not been consistently undertaken, signed and filed
each month during 2019-20. The Treasurers Advance of Pay code continued
to have a balance that, although reduced from last year, still remained largely
unresolved.
A current and complete list of Budget Managers and changes made to budget
management responsibilities was not available for audit purposes.
Formal records were not maintained to demonstrate the training given to
Budget Managers.
Accountancy staff had to maintain SharePoint lists in order for the Fireview
reports to reflect budget information correctly and consequently there was
opportunity for budget monitoring reports to be incomplete or contain errors.

Agreed Action
Date
Implemented

20/02/2020
20/02/2020
01/04/2020

1.2.2

This report focuses on the weaknesses in the Organisation’s systems of control that were
highlighted by this audit and recommends what Audit considers to be appropriate control
improvements. This report contains 4 recommendations all of which are considered a low risk.

1.3

Summary of Control Assurance Provided

1.3.1

Comprehensive - We are able to offer comprehensive assurance as the areas reviewed were
found to be adequately controlled. Internal controls were in place and operating effectively and risks
against the achievement of objectives were well managed.

1.4

Distribution & Communication

1.4.1

The draft report was issued to Rachel McNamee, Head of Accountancy for comment. A copy of the
draft report was also issued to Simon Allsop, Joint Director of Finance & Business Services, for
information.
A final version has been issued to Simon Allsop, Joint Director of Finance & Business Services with
copies to:


Gavin Tomlinson, Chief Fire Officer.



Rachel McNamee, Head of Accountancy.
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This report was produced by Hannah McDonald, Group Auditor and reviewed by Mandy Marples,
Audit Manager. Any enquiry concerning the content of this report or associated issues may be
made to Hannah McDonald, Group Auditor on 01332 643284.
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2

Positive Assurance

2.1.1

We attempted to establish whether the Organisation's system of control for the following areas
contained all the key controls expected of a sound and robust process. Through a combination of
control evaluation and testing we confirmed that the following adequate controls were in operation:

2.2

Accountancy Tasks

2.3



The Accountancy Team had a plan of work that needed to be undertaken during the financial
year and monitored these tasks through weekly team meetings. In addition, newer members
of the team had been given a list of specific tasks for which they had responsibility.



VAT reconciliations had been regularly undertaken, were supported by appropriate
documentation, and had been signed and dated by the officers undertaking and checking the
reconciliations. This was confirmed through testing of the period April to July 2019.



Testing of the current account bank reconciliations (B205), Short Term Investments Account
reconciliations (B120) and Barclays Deposit Account reconciliations (B204) for the period
April 2019 to September 2019 identified adequate supporting documentation was on file and
there were appropriate separation of duties in the reconciliation process. Despite a small
delay in undertaking the June and July reconciliations, we confirmed the most recent
reconciliations had been undertaken on a timely basis.



Review of the suspense, holding and error account codes identified that they were cleared
regularly and at the time of auditing (October 2019), officers were able to demonstrate there
was a zero balance on each of these account codes.



We confirmed through review of processes and documentation that sales invoices had been
raised for the annual and quarterly recharges that the Fire Service made to other
organisations. The values recharged could be demonstrated through supporting
documentation.



The processing of accounting journals was either done manually, and was processed and
approved through workflow, or was done via batch processing a .bif file. The journals batch
processed were subject to a retrospective approval outside of the finance system. Testing of
journals and review of the process did not identify any instances of concern.



We found that annual and open orders had been raised during 2019 on a timely basis by the
Accountancy Assistant. We noted a process was in place for checking and verifying the
purchase order details, including values, prior to them being raised, to ensure accuracy and
appropriateness of the orders.



A part of the period-end close down process, the Systems Administrator ran a process which
identified if the Accounts Receivable / Accounts Payable ledgers reconciled. Where any
ledger entries did not reconcile, these were flagged to the Accountancy Team, who
investigated the matter and made appropriate corrections.

Budget Management & Monitoring


A Budget Management Handbook (dated September 2019) was available to Budget
Managers; this Handbook provided information to facilitate the Budget Managers in their role
and outlined their responsibilities in respect of budget management and monitoring.



The Budget Managers involved in this audit confirmed that they had a named Accountancy
officer who was the main point of contact for them. The Budget Managers confirmed they
were satisfied with the level of support and information they received from the Accountancy
officer. We also noted that the Budget Management Handbook outlined officers and their
contact details, so Budget Managers had sufficient information to be able to reach out to an
Accountancy or Finance officer, if they needed advice, information or support.



We were satisfied that budget variances were identified and discussed between the Budget
Manager and Accountancy officers. Through review of a sample of budget lines we were
satisfied that the reasons for variance could be explained and were reasonable.



The process for budget virements had been recently amended following enhanced
functionality within the upgrade to the financial system. We confirmed that the new process
ensured budget virements were subject to authorisation through the workflow process and
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that suitable evidence was being maintained to demonstrate the appropriateness of the
changes made to budget.


The Fire Authority received regular budget monitoring reports during their 2019 meetings and
also received a budget outturn report in June 2019.
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3

Control Weaknesses & Recommendations

3.1

Accountancy Tasks

3.1.1

We expected that adequate arrangements would be in place to ensure the regular and accurate
completion of salary reconciliations.
We found that in the 2019-20 financial year to date, there had been delays in performing salary
reconciliations and that there were two periods (June & July) where a reconciliation had not been
performed. In addition, we found that one reconciliation had not been signed by the person
undertaking it (September 2019) and one reconciliation was missing from the folder and had to be
reproduced for the purposes of the audit (April 2019). We are aware that the Accountancy Team
had resourcing issues and greater demands on officers’ time than usual.
We noted that officers were making efforts to improve the process for undertaking salary
reconciliations, and had made the decision to undertaken them slightly later each month to allow
time for payments to third parties to be made. Whilst there does appear to be less reconciling items
on the reconciliation when compared with earlier periods, it is too early to comment on whether
these changes in process have resulted in greater efficiency.
We also found that there remained an unreconciled balance each period for Treasurers Advance of
Pay. Whilst the balances during 2019-20 were less than those noted in the 2018-19 Main
Accounting System audit, a continued balance for this pay code indicates that there is an
unresolved issue.
Without timely reconciliation of salary each month, there is a risk that issues with payroll payments
and deductions may not be identified and resolved on a timely basis.
Recommendation 1

Summary Response

Risk Rating: Low Risk

Responsible Officer: Rachel McNamee

Summary of Weakness: Salary reconciliations had not
been consistently undertaken, signed and filed each
month during 2019-20. The Treasurers Advance of Pay
code continued to have a balance that, although
reduced from last year, still remained largely
unresolved.

Issue Accepted

Suggested Actions: We recommend that Management
ensure that salary reconciliations are undertaken each
month, and that any balancing items be investigated
and resolved promptly. The reconciliations should be
signed and dated by both the person undertaking the
reconciliation, and the person checking and authorising
the reconciliation. Each of the reconciliations should be
appropriately filed.

Agreed Actions: Accepted. June, July and August recs
were completed together due to year end pressures.
A hard copy reconciliation had not been filed – an
electronic copy was supplied at time of audit.
Advance of Pay continues to be monitored – there will
always be a balance due to the nature of instalment
payments.
Implementation Date: Implemented

3.2

Budget Management & Monitoring

3.2.1

We expected that Budget Managers would be in place and that these would reflect the recent
changes to roles at the Fire Service.
Whilst we were satisfied that Accountancy officers and officers with budget management
responsibilities who were involved in the audit were aware of responsibilities to ensure sound
budget management, we were not able to obtain a satisfactory list of the current budget managers
from the finance system, or identify with sufficient accuracy the changes to budget management
responsibilities during the current financial year. We were provided with information that had been
obtained from the Fireview budget reports, and amended using Accountancy officer's knowledge to
reflect the Budget Managers for each accounting code; however, this did not align with information
we had been told by Accountancy officers and Budget Managers during the audit about who the
named Budget Managers were for some of the accounting codes. In addition, a spreadsheet that
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was maintained to reflect changes to the finance system, including budget management, was not
sufficiently maintained to demonstrate the budget management changes that Accountancy officers
informed us had occurred in the year.
Without a centrally maintained list of Budget Managers against each of the accounting codes, there
is a risk that budget management responsibilities have not been adequately and completely
assigned, and that officers are not aware of their budget management and monitoring
responsibilities. This could result in instances of poor budget management, leading to financial
damage to the organisation.
Recommendation 2

Summary Response

Risk Rating: Low Risk

Responsible Officer: Rachel McNamee

Summary of Weakness: A current and complete list of
Budget Managers and changes made to budget
management responsibilities was not available for audit
purposes.

Issue Accepted

Suggested Actions: We recommend that a central list
of current Budget Managers, and changes to Budget
Management responsibilities, is maintained. Ideally, this
should be based on data derived from the finance
system.

Agreed Actions: Accepted. Audit were provided with a
list of budget managers which included 2 x officers who
had since left the organisation, but had not been
removed from the list. However, access to all DFRS
systems had been removed. This did not pose a threat.
Implementation Date: 20/02/2020

3.2.2

We expected that the Budget Managers would have been trained on their responsibilities, and that
adequate records would have been maintained to demonstrate the training delivered.
We found that the Head of Accountancy had delivered training on managing and understanding key
financial systems, which included budget management, to Principal Officers and the Strategic
Leadership Team in October 2019. In addition, we found through discussion with Budget Managers
involved in the audit, and evidence provided by the Accountancy Team, that they had received
support and guidance from their colleagues in Accountancy and Finance, as well as handovers from
their predecessors. This helped to ensure that they were aware of their duties and responsibilities.
However, we noted that the training delivered had not been formally recorded.
Where records are not maintained, there is a risk that the Accountancy Team cannot demonstrate
the training delivered to the Budget Managers. Therefore in the event of a disciplinary or grievance,
the accountability of the Budget Manager could be brought into question, which could result in
reputational damage to the Fire Service.
Recommendation 3

3.2.3

Summary Response

Risk Rating: Low Risk

Responsible Officer: Rachel McNamee

Summary of Weakness: Formal records were not
maintained to demonstrate the training given to Budget
Managers.

Issue Accepted

Suggested Actions: We recommend that the
Accountancy Team develop a training record for Budget
Managers and formally record the training given to each
Budget Manager.

Agreed Actions: Accepted. Record of training to be
implemented.
Implementation Date: 20/02/2020

We expected that each Budget Manager would monitor their budget(s) on a regular basis.
Whilst we were satisfied that budget monitoring was undertaken on a regular basis in conjunction
between Budget Managers and Accountancy officers, we noted that the Budget Managers
accessed their revenue budget data through a series of Fireview reports. Whilst these reports used
data from the finance system, Accountancy had to maintain SharePoint lists (which affect the
grouping of figures presented by the report templates) in order for the Fireview reports to reflect the
correct budget information. If the SharePoint lists were not maintained, the budget position stated
in the Fireview reports could be inaccurate. The SharePoint lists that Accountancy had to maintain
were for: Account Codes, Budget Managers, Cost Centres and Forecast Data. Therefore, when a
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change was made within the finance system to one of these four areas, the change also had to be
reflected within the SharePoint lists; so duplication of data entry existed in the process for producing
budget monitoring report information.
We were informed that following the recent upgrade to the finance system, it was now possible for
budget reports to be generated by and accessed directly from that system, although we noted that
there would need to be some development works undertaken if this new function was to be rolled
out at the Fire Service.
If SharePoint lists have to be amended to generate accurate budget monitoring reports, there is a
risk of errors in the data and inefficient use of staff resources.
Recommendation 4

Summary Response

Risk Rating: Low Risk

Responsible Officer: Rachel McNamee

Summary of Weakness: Accountancy staff had to
maintain SharePoint lists in order for the Fireview
reports to reflect budget information correctly and
consequently there was opportunity for budget
monitoring reports to be incomplete or contain errors.

Issue Accepted

Suggested Actions: We recommend that Management
consider the benefits of Budget Managers accessing
budget data directly through the finance system, and if it
is felt to bring benefit to the Service, that a project be
developed to roll out the reporting function to Budget
Managers throughout the organisation.

Agreed Actions: Accepted. We will be looking to set up
Agresso ‘browsers’ to replace FireView reports when
time allows within the team.
Implementation Date: 01/04/2020
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AUDIT PLAN
Progress on Audit Assignments
The following table provides the Governance & Performance Working Group with information on how
audit assignments were progressing as at 31th January 2020.

Financial Management
Fixed Assets / Property Management
Data Quality & Performance Management
Corporate Credit Cards
SharePoint/Fireview
Cyber Security
Business Continuity & Emergency Planning

Final Report
Allocated
In Progress
Final Report
Final Report
In Progress
In Progress

%
Complete
100%
0%
75%
100%
100%
70%
60%

Financial Assurance

Final Report

100%

2019-20 Jobs

B/Fwd Jobs
Main Accounting System
Payroll

Status

Status
Final Report
Final Report

%
Complete
100%
100%

Assurance Rating
Comprehensive

Reasonable
Reasonable

N/A

Assurance Rating
Reasonable
Comprehensive

Audit Plan Changes
None to Report.
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AUDIT COVERAGE
Completed Audit Assignments
Between 29th October 2019 and 31th January 2020, the following audit assignments have been
finalised since the last progress update was given to the Governance & Performance Working Group.

Audit Assignments Completed in Period
Financial Management
Corporate Credit Cards

Assurance Rating
Comprehensive
Reasonable

TOTALS

Recommendations Made
Critical Significant
Moderate
Risk
Risk
Risk
0
0
0
0
0
1
0
0
1

Low
Risk
4
5
9

% Recs
Closed
25%
0%
10%

Financial Management

Controls
Evaluated

Adequate
Controls

Partial
Controls

Weak
Controls

Key accountancy tasks are operating effectively, on a routine
basis and in line with the annual work plan.

9

8

1

0

Robust budget management and monitoring arrangements are in
place.

8

5

3

0

17

13

4

0

Control Objectives Examined

TOTALS
Summary of Weakness

Risk Rating

Agreed Action Date

Salary reconciliations had not been consistently undertaken, signed and filed each
month during 2019-20. The Treasurers Advance of Pay code continued to have a
balance that, although reduced from last year, still remained largely unresolved.

Low Risk

Implemented

A current and complete list of Budget Managers and changes made to budget
management responsibilities was not available for audit purposes.

Low Risk

20/02/2020

Formal records were not maintained to demonstrate the training given to Budget
Managers.

Low Risk

20/02/2020

Accountancy staff had to maintain SharePoint lists in order for the Fireview reports
to reflect budget information correctly and consequently there was opportunity for
budget monitoring reports to be incomplete or contain errors.

Low Risk

01/04/2020
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Corporate Credit Cards

Control Objectives Examined

Adequate arrangements are in place for the use, monitoring and
security of corporate credit and procurement cards.
TOTALS

Controls
Evaluated

Adequate
Controls

Partial
Controls

Weak
Controls

16

8

8

0

16

8

8

0

Summary of Weakness

Risk Rating

Agreed Action Date

Procedural guidance in place for use by the Finance Team did not reflect current
card holders and processes, nor did it include actions to take in the instance of
suspected fraudulent card activity.

Low Risk

31/03/2020

Two card holders had not signed to confirm they agreed to the usage and terms
and conditions of the corporate cards and one other card holder had not attended
a fraud briefing and awareness session.

Moderate
Risk

31/03/2020

The use of cards by officers other than the named card holder was not sufficiently
covered by the Service Procedure, and was not consistently recorded for
expenditure related to incidents that officers attend.

Low Risk

31/03/2020

Officers had used the corporate credit and procurement cards for purchases when
alternative payment routes should have been used.

Low Risk

31/03/2020

Officers were not consistently providing receipts and documentation to the
Finance Team to support their card transactions. Where these receipts and
documents were being provided, this was not always done on a timely basis.

Low Risk

31/03/2020

A cash withdrawal of £60 using a procurement card had been identified during the
2019-20 financial year: this had been withdrawn without the knowledge or
permission of the card holder or Finance officers.

Low Risk

31/03/2020
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RECOMMENDATION TRACKING
Final Report
Date

26-Mar-18
16-May-18
29-Apr-19
29-Apr-19
06-Nov-18
21-Oct-19
25-Nov-19
31-Jan-20

Audit Assignments with Open
Recommendations
Data Matching
Joint Contracts Review
Payroll
Main Accounting System
Web Server Security
SharePoint/Fireview
Financial Management
Corporate Credit Cards

Recommendations Open
Action
Being
Future
Due
Implemented
Action

Assurance
Rating

N/A
Reasonable

0

1

0

0

2

0

Comprehensive

0

0

1

Reasonable
Reasonable
Reasonable

0

3

2

0

1

0

0

1

6

Comprehensive

0

0

3

Reasonable

0
0

0
8

6
18

TOTALS

Action Due = The agreed actions are due, but Internal Audit has been unable to ascertain any
progress information from the responsible officer.
Being Implemented = The original action date has now passed and the agreed actions have yet to
be completed. Internal Audit has obtained status update comments from the responsible officer and
a revised action date.
Future Action = The agreed actions are not yet due, so Internal Audit has not followed the matter up.

Audit Assignments with
Recommendations Due
Data Matching
Joint Contracts Review
Main Accounting System
Web Server Security
SharePoint/Fireview
TOTALS

Significant
Risk
0
0
0
0
0
0

Action Due
Moderate
Risk
0
0
0
0
0
0

Low Risk
0
0
0
0
0
0

Being Implemented
Significant
Moderate
Low Risk
Risk
Risk
0
0
1
0
1
1
0
0
3
0
0
1
0
0
1
0
1
7
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Highlighted Recommendations
The following recommendations have not yet been implemented and are detailed for the
Performance & Governance Working Group’s scrutiny.

Being Implemented Recommendations
Joint Contracts Review
Summary of Weakness / Recommendation
A separate Call-Off Contract had not been signed between the Fire Authority and the
Waste Contractor for the supply of services.

Rec No. 9
Risk Rating

Moderate Risk

We recommend that the Fire Authority make arrangements for a Call-Off contract to
be drawn up and signed between themselves and the Waste Contractor, as soon as
practically possible, to ensure that terms and conditions are duly recognised and
legally enforceable.
Management Response/Action Details
The Solicitor/Monitoring Officer will draw up an agreement for both parties to sign.

Action Date
30/09/2018

Status Update Comments
Due to the new Temp Joint Director of Finance for Derbyshire Fire and Rescue Service
and Derbyshire Constabulary role, this matter may now be picked up elsewhere within
the Fire Service. Subsequently implementation of this recommendation has been
delayed and will be picked up later in the year.

Revised Date
31/10/2019

This is being dealt with by the Derbyshire Fire & Rescue Service Solicitor and has not yet
been finalised. This is being chased up and due for completion by 31 October 2019.

Joint Contracts Review
Summary of Weakness / Recommendation
The Fire Authority’s 'Financial Regulations, Procedures and Standing Orders' had not
been reviewed since 2014 and made reference to out-of-date procurement
regulations.
We recommend that the Fire Authority review the 'Financial Regulations, Procedures
and Standing Orders' as soon as practically possible, to ensure that the regulations
reflect current legislation and best practice. A review schedule should also be written
into the policy to ensure future reviews at regular intervals, or sooner, in the event of a
significant legislative change.
Management Response/Action Details
Updated version will be presented to the Fire Authority September Meeting.
Status Update Comments
Financial Regulations will be reviewed and reported to September 2019 Fire Authority
for approval.

Rec No. 10
Risk Rating

Low Risk

Action Date
30/09/2018
Revised Date
31/01/2020
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Data Matching
Summary of Weakness / Recommendation
A number of data quality issues that may cause difficulties with data matching and
fraud detection exercises were identified in key corporate systems by the auditor.
We recommend that management reviews data entry, data validation and exception
reporting procedures to ensure data provided can be accurately matched for fraud
and error detection work.
Management Response/Action Details
We will review data entry, data validation and exception reporting procedures to
ensure data provided can be accurately matched for fraud and error detection work.
Status Update Comments
Deadline to be extended until the end of September 2020 given the planned
integration of the payroll and HR systems.

Website Audit
Summary of Weakness / Recommendation
There were no formal agreements in place with the web hosting providers, specific to
service levels for the websites uptime (availability), security, performance, incident
resolution and response.
We recommend that management looks to establish formal service level agreements
specific to website performance, availability (uptime), security, and support (incident
resolution) in the contract when it is next negotiated.
Management Response/Action Details
A letter to be sent to Binaryfold4 requesting a formal addition to the contract.
Status Update Comments
This is being addressed as part of the role out of our new website. Negotiations have
been taking place for an out of hours provision which will be in place in the contract
for the new website.

Rec No. 3
Risk Rating

Low Risk

Action Date
20/09/2018
Revised Date
30/09/2020

Rec No. 10
Risk Rating

Low Risk

Action Date
30/11/2018
Revised Date
17/05/2019
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Our Vision
To bring about improvements in the control, governance and risk management
arrangements of our Partners by providing cost effective, high quality internal audit
services.

Contacts
Richard Boneham CPFA
Head of Internal Audit (DCC) &
Head of Audit Partnership
c/o Derby City Council
Council House
Corporation Street
Derby, DE1 2FS
Tel: 01332 643280

Adrian Manifold CMIIA
Audit Manager
c/o Derby City Council
Council House
Corporation Street
Derby
DE1 2FS
Tel. 01332 643281

Mandy Marples CPFA, CCIP
Audit Manager
c/o Derby City Council
Council House
Corporation Street
Derby
DE1 2FS
Tel. 01332 643282

richard.boneham@derby.gov.uk

adrian.manifold@centralmidlandsaudit.co.uk

mandy.marples@centralmidlandsaudit.co.uk

Providing Excellent Audit Services in the Public Sector
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Introduction
Purpose of Report
The purpose of this report is for the Board to approve the Internal Audit Charter and
Annual Internal Audit Plan for 2020-21.

Role of Internal Audit
The organisation's Internal Audit service is provided by Central Midlands Audit
Partnership (CMAP). The Partnership was formed as a Joint Board under section 101
of the Local Government Act 1972. It currently serves 6 public sector organisations
and Derby City Council is the host authority. The legal agreement between the
Partners runs for 5 years from 2016 until March 2020. This agreement is currently under
review.
Internal Audit provides the Governance & Performance Working Group and senior
management with objective assurance on the organisation’s overall control
environment, comprising the systems of governance, risk management, and internal
control and highlights control weaknesses together with recommendations for
improvement. This helps senior management demonstrate that they are managing
the organisation effectively. Internal Audit's work significantly contributes to the
organisation's statutory Annual Governance Statement (AGS).
Internal Audit is part of the organisation’s governance framework which can be
summarised in the three lines of defence model shown below.
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Internal Audit Plan
The Public Sector Internal Audit Standards (PSIAS) state that annually the Chief Audit
Executive is responsible for developing a risk-based plan. In this instance, the Chief
Audit Executive is Mandy Marples, Audit Manager.
The annual Audit Plan sets out proposals on how this will be achieved in the year
ahead. It is a flexible Plan that allows Internal Audit to respond to emerging and
changing risks during the year.
The Audit Plan must incorporate sufficient work to enable the Chief Audit Executive
to give an opinion on the adequacy of the organisation’s overall control
environment. Equally Internal Audit must be adequately resourced with the
necessary level of skilled and experienced staff to deliver the Audit Plan.

Progress in completing the audit plan, will be submitted to the Governance &
Performance Working Group as part of regular Internal Audit Progress reports.

Internal Audit Charter
An Internal Audit Charter is a formal document that defines internal audit's purpose,
authority, responsibility and position within an organisation. The Internal Audit Charter
describes how internal audit will provide value to the organisation, the nature of the
services it will provide and the specific focus or emphasis required of internal audit to
help the organisation achieve its objectives.
Having an Internal Audit Charter also establishes the internal audit activity's position
within the organisation, including reporting lines, authorising access to records,
personnel, and physical properties relevant to the performance of engagements;
also defining the scope of internal audit activities. A copy of the current Internal
Audit Charter is attached at Appendix B. It is the role of the Governance &
Performance Working Group to review and approve the ‘Internal Audit Charter’ on
an annual basis.

Page 4 of 13

Governance & Performance Working Group: 24 February 2020

Derbyshire Fire & Rescue Service – Audit Plan 2020-21

Approach to Audit Planning
Internal Audit takes into account the organisation’s risk management framework,
including using risk appetite levels set by management for the different activities or
parts of the organisation. If a framework does not exist, Internal Audit must determine
its own judgment of risks following a thorough consultation process. We endeavour to
consult with relevant managers to further understand the risk areas where Internal
Audit assurance will be appropriate.
A risk based audit plan has been compiled in consultation with the organisation’s
Management, using the organisations risk registers and CMAP's bespoke risk
assessment model which considers the following 8 measures of risk

Materiality

Potentially, how much money could the
organisation lose if this area is not properly
controlled?

Criticality

How critical is this function to the effective
running of the organisation’s core
activities?

Sensitivity

How important is this area in the opinion of
senior management and the Board?

Strategic Effect

How does this function affect the
organisation’s long term aims and
objectives?

Changes

What changes (staffing, procedural, IT,
legislative) has this area been subject to?

Complexity

How complex is the area under review?

Review Process

How often is this area reviewed by audit
and other agencies?

Inherent Risks

How susceptible is this area to fraud and
irregularity?

Once the scores for each of the 27 auditable areas identified have been input to the
risk model, along with the date when the area was last audited, the risk model will
automatically generate a plan of suggested audit coverage. Senior management
are consulted on the proposed plan and their views are taken account of before
producing the final, ranked list of areas to audit. This year's risk assessment identified 4
High risk areas, 23 Medium risk areas and 0 Low risk areas.
The organisation’s External Auditors were also consulted to ensure that the proposed
coverage, where possible, complements their work.
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Types of Audit Work
Key Financial Systems Audit - Much of internal audit's assurance work comes from the
review of the risks and controls associated with the organisation’s financial systems.
External Audit will also review the work on the key financial systems to assist them
when determining their opinion on the organisation’s annual accounts.
Systems / Risk Based Audits - The auditor’s prime role is to review the internal control
systems developed by management to mitigate operational risks and report upon
the adequacy of those controls (see below for control examples). An organisation’s
overall internal control system is the product of all of those systems and processes
that the organisation has created to deliver its business objectives, both financial and
non-financial.
Control categories with examples

Preventive
Separation of duties, access
controls, authorisation

Separation of
Duties
Division of
duties
between the
appointment
and payment
of staff

Organisational
Budgets,
Performance
taregts and
KPI's

Detective

Directive

Corrective

Exception Reports,
reconciliations, control
totals, error reports

Accounting manuals,
documented procedures,
training and supervsion

Error, incident and
complaint handling, virus
isolation

Authorisation
Authority
Levels,
spending
limits,
passwords
and user ID

Personnel
Recruitment
and selection,
staff appraisal
procedures

Supervision
Day-to-day
oversight of
staff and
physical
activities

Physical

Accounting

Management

Door entry
systems,
restricted
access to files

Control
account and
bank
reconciliation

Team
meetings and
briefings,
CRSA

Source: Chartered Institute of Internal Auditors – Resources – Control

IT Audit – Typically our IT auditing coverage focuses on the following:
 Infrastructure - Infrastructure audits cover perimeter defences, authentication,
management and monitoring, and devices. Infrastructure audits help provide
assurance that the Company’s private network is protected from internet
attacks, unauthorised or inappropriate access via local or remote attacks, and
also ensure the organisation has the necessary monitoring and incident analysis
to maintain and analyse the Network.
 Applications - Application audits cover thin and fat client applications, and both
internal (Intranet) or external (Web) applications. Applications audits typically
focus on CIAA (Confidentiality, Integrity, Availability and Accountability risks) to
ensure attackers cannot exploit vulnerabilities to gain unauthorised access to
sensitive corporate data.
Governance/Ethics Reviews - The governance framework comprises the systems and
processes, and culture and values, by which the organisation is directed and
controlled. Internal Audit reviews corporate systems such as Risk Management,
Health & Safety, Data Quality, Anti –Fraud and should consider organisational ethics,
values and culture.
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Procurement/Contract Audit - Procurement involves the process of acquisition from
third parties, and spans the whole life cycle from the initial concept (determining the
need), through buying and delivery, to the end of a service contract. The audit
approach to procurement should primarily concern the organisation’s corporate
procurement strategy and associated management structures and processes,
including contract procedure rules and detailed procurement guidance.

Client Support Work
To support the organisation, a number of days have also been set aside for the
following:
Audit Management – There are certain management tasks that are specific to each
Partner organisation, such as, reporting to Audit Committee, Audit Risk Assessment &
Planning etc. These require a contingency of days to be planned.
Advice & Emerging Issues - On an ad-hoc basis, Audit is called upon to provide risk
and control advice on issues throughout the organisation. This consultancy work is a
very important service and requests for Audit input are considered to be a good
measure of the quality of the Audit service and of the satisfaction of our clients.
Anti-Fraud/Probity/Investigations - Internal audit has an important role to play in
ensuring that management has effective systems in place to detect and prevent
corrupt practices within the Organisation. Internal audit's role includes promoting
anti-fraud best practice, testing and monitoring systems through probity work and
advising on change where it is needed. Internal Audit also may be involved in the
investigation of suspected internal fraud, theft or major irregularity (where there is
some form of alleged financial irregularity, which may have resulted in financial loss
to the organisation).
Follow-up Audits - Internal Audit is committed towards ensuring that control
improvements are achieved and all agreed actions are acted upon. We have
developed a recommendation tracking database, which allows us to monitor,
follow-up and report upon the status of all management’s actions in respect of
agreed audit recommendations.
Brought Forward Jobs - A number of incomplete audits from the 2019-20 Audit Plan
will need to be concluded in 2020-21.
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Appendix A - Audit Plan Detail
Our risk assessment of the organisation activities, in consultation with senior
management, has concluded that the following audits will be undertaken in 2020-21:

Audit Plan Assignments
Key Financial Systems Reviews
Treasury Management
Governance/Ethics Reviews
Joint Working Arrangements (including LLP
review)
System/Risk Reviews
Risk Management
Workforce Planning
IT Audit Reviews
IT Applications
IT Infrastructure

Risk Rating

Indicative
Quarter

Medium

Q2

Medium

Q2

Medium
Medium

Q3
Q4

High
High

Q1
Q1

The detailed scopes of each audit assignment will be agreed with the relevant
managers nearer the commencement of the audit. The cost of the Internal Audit
Service is £27,647, subject to annual review.
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Appendix B - Audit Charter
Purpose & Mission
The purpose of the Organisation’s internal audit service is to provide independent,
objective assurance and consulting services designed to add value and improve the
Organisation’s operations. The mission of internal audit is to enhance and protect
organisational value by providing risk-based and objective assurance, advice, and
insight. The internal audit service helps the Organisation accomplish its objectives by
bringing a systematic, disciplined approach to evaluate and improve the
effectiveness of governance, risk management, and control processes.

Standards for the Professional Practice of Internal Auditing
The internal audit service will govern itself by adherence to the mandatory elements
of The Institute of Internal Auditors' (IIA) International Professional Practices
Framework, including the Core Principles for the Professional Practice of Internal
Auditing, the Code of Ethics, the International Standards for the Professional Practice
of Internal Auditing, and the Definition of Internal Auditing. The Chief Audit Executive
will report periodically to senior management1and the Board2 regarding the internal
audit service’s conformance to the Code of Ethics and the Standards.

Authority
The Chief Audit Executive will report functionally to the Governance & Performance
Working Group and administratively (i.e., day-to-day operations) to the Head of
Corporate Financial Services. To establish, maintain, and assure that the
Organisation’s internal audit service has sufficient authority to fulfil its duties, the
Governance & Performance Working Group will:






Approve the internal audit service’s charter.
Approve the risk-based internal audit plan.
Approve the internal audit service’s budget and resource plan.
Receive communications from the Chief Audit Executive on the internal audit
service’s performance relative to its plan and other matters.
Make appropriate inquiries of management and the Chief Audit Executive to
determine whether there is inappropriate scope or resource limitations.

The PSIAS defines senior management as “Those responsible for the leadership and direction of the
Council” which in this instance is the organisation's Senior Leadership Team.
1

The Standards require that Internal Audit report to the Board. CIPFA have via the Public Sector
Internal Audit Standards (PSIAS) Guidelines, determined that 'Board' may refer to an audit committee
to which the governing body has delegated certain functions. In this instance this would be the
Governance & Performance Working Group.
2
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The Chief Audit Executive will have unrestricted access to, and communicate
and interact directly with, the Governance & Performance Working Group,
including in private meetings without management present.

The Governance & Performance Working Group authorises the internal audit service
to:





Have full, free, and unrestricted access to all functions, records, property, and
personnel pertinent to carrying out any engagement, subject to accountability
for confidentiality and safeguarding of records and information.
Allocate resources, set frequencies, select subjects, determine scopes of work,
apply techniques required to accomplish audit objectives, and issue reports.
Obtain assistance from the necessary personnel of the organisation, as well as
other specialised services from within or outside the organisation, in order to
complete the engagement.

Independence & Objectivity
The Chief Audit Executive will ensure that the internal audit service remains free from
all conditions that threaten the ability of internal auditors to carry out their
responsibilities in an unbiased manner, including matters of audit selection, scope,
procedures, frequency, timing, and report content. If the Chief Audit Executive
determines that independence or objectivity may be impaired in fact or
appearance, the details of impairment will be disclosed to appropriate parties.
Internal auditors will maintain an unbiased mental attitude that allows them to
perform engagements objectively and in such a manner that they believe in their
work product, that no quality compromises are made, and that they do not
subordinate their judgment on audit matters to others.
Internal auditors will have no direct operational responsibility or authority over any of
the activities audited. Accordingly, internal auditors will not implement internal
controls, develop procedures, install systems, prepare records, or engage in any
other activity that may impair their judgment, including:





Assessing specific operations for which they had responsibility within the
previous year.
Performing any operational duties for the organisation or its affiliates.
Initiating or approving transactions external to the internal audit service.
Directing the activities of any organisation employee not employed by the
internal audit service, except to the extent that such employees have been
appropriately assigned to auditing teams or to otherwise assist internal auditors.

Where the Chief Audit Executive has or is expected to have roles and/or
responsibilities that fall outside of internal auditing, safeguards will be established to
limit impairments to independence or objectivity.
Internal auditors will:


Disclose any impairment of independence or objectivity, in fact or
appearance, to appropriate parties.
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Exhibit professional objectivity in gathering, evaluating, and communicating
information about the activity or process being examined.
Make balanced assessments of all available and relevant facts and
circumstances.
Take necessary precautions to avoid being unduly influenced by their own
interests or by others in forming judgments.

The Chief Audit Executive will confirm to the Governance & Performance Working
Group, at least annually, the organisational independence of the internal audit
service.
The Chief Audit Executive will disclose to the Governance & Performance Working
Group any interference and related implications in determining the scope of internal
auditing, performing work, and/or communicating results.

Scope of Internal Audit Activities
The scope of internal audit activities encompasses, but is not limited to, objective
examinations of evidence for the purpose of providing independent assessments to
the Governance & Performance Working Group, management, and outside parties
on the adequacy and effectiveness of governance, risk management, and control
processes for the organisation. Internal audit assessments include evaluating
whether:










Risks relating to the achievement of the organisation’s strategic objectives are
appropriately identified and managed.
The actions of the organisation’s officers, directors, employees, and contractors
are in compliance with the organisation’s policies, procedures, and applicable
laws, regulations, and governance standards.
The results of operations or programs are consistent with established goals and
objectives.
Operations or programs are being carried out effectively and efficiently.
Established processes and systems enable compliance with the policies,
procedures, laws, and regulations that could significantly impact the
organisation.
Information and the means used to identify, measure, analyse, classify, and
report such information are reliable and have integrity.
Resources and assets are acquired economically, used efficiently, and
protected adequately.

The Chief Audit Executive will report periodically to senior management and the
Governance & Performance Working Group regarding:




The internal audit service’s purpose, authority, and responsibility.
The internal audit service’s plan and performance relative to its plan.
The internal audit service’s conformance with The IIA’s Code of Ethics and
Standards, and action plans to address any significant conformance issues.
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Significant risk exposures and control issues, including fraud risks, governance
issues, and other matters requiring the attention of, or requested by, the
Governance & Performance Working Group.
Results of audit engagements or other activities.
Resource requirements.
Any response to risk by management that may be unacceptable to the
organisation.

The Chief Audit Executive also coordinates activities, where possible, and considers
relying upon the work of other internal and external assurance and consulting service
providers as needed. The internal audit service may perform advisory and related
client service activities, the nature and scope of which will be agreed with the client,
provided the internal audit service does not assume management responsibility.
Opportunities for improving the efficiency of governance, risk management, and
control processes may be identified during engagements. These opportunities will be
communicated to the appropriate level of management.

Responsibility
The Chief Audit Executive has the responsibility to:













Submit, at least annually, to senior management and the Governance &
Performance Working Group a risk-based internal audit plan for review and
approval.
Communicate to senior management and the Governance & Performance
Working Group the impact of resource limitations on the internal audit plan.
Review and adjust the internal audit plan, as necessary, in response to
changes in the organisation’s business, risks, operations, programmes, systems,
and controls.
Communicate to senior management and the Governance & Performance
Working Group any significant interim changes to the internal audit plan.
Ensure each engagement of the internal audit plan is executed, including the
establishment of objectives and scope, the assignment of appropriate and
adequately supervised resources, the documentation of work programs and
testing results, and the communication of engagement results with applicable
conclusions and recommendations to appropriate parties.
Follow up on engagement findings and corrective actions, and report
periodically to senior management and the Governance & Performance
Working Group any corrective actions not effectively implemented.
Ensure the principles of integrity, objectivity, confidentiality, and competency
are applied and upheld.
Ensure the internal audit service collectively possesses or obtains the
knowledge, skills, and other competencies needed to meet the requirements
of the Internal Audit Charter.
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Ensure trends and emerging issues that could impact the organisation are
considered and communicated to senior management and the Governance
& Performance Working Group as appropriate.
Ensure emerging trends and successful practices in internal auditing are
considered.
Establish and ensure adherence to policies and procedures designed to guide
the internal audit service.
Ensure adherence to the organisation’s relevant policies and procedures,
unless such policies and procedures conflict with the internal audit charter. Any
such conflicts will be resolved or otherwise communicated to senior
management and the Governance & Performance Working Group.
Ensure conformance of the internal audit service with the Standards, with the
following qualifications:
o If the internal audit service is prohibited by law or regulation from
conformance with certain parts of the Standards, the Chief Audit
Executive will ensure appropriate disclosures and will ensure
conformance with all other parts of the Standards.
o When the Standards are used in conjunction with requirements issued by
CIPFA, the Chief Audit Executive will ensure that the internal audit service
conforms with the Standards, even if the internal audit service also
conforms with the more restrictive requirements of CIPFA.

Quality Assurance & Improvement Programme (QAIP)
The internal audit service will maintain a quality assurance and improvement
programme that covers all aspects of the internal audit service. The program will
include an evaluation of the internal audit service’s conformance with the Standards
and an evaluation of whether internal auditors apply The IIA’s Code of Ethics. The
program will also assess the efficiency and effectiveness of the internal audit service
and identify opportunities for improvement.
The Chief Audit Executive will communicate to senior management and the
Governance & Performance Working Group on the internal audit service’s quality
assurance and improvement programme, including results of internal assessments
(both on-going and periodic) and external assessments conducted at least once
every five years by a qualified, independent assessor or assessment team from
outside the organisation.
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ITEM 10

Derbyshire Fire &
Rescue Authority
Audit planning report
Year ended 31 March 2020
February 2020

Private and Confidential

13 February 2020

Derbyshire Fire & Rescue Authority
Butterley Hall
Ripley
Derbyshire
DE5 3RS
Dear Members of the Governance and Performance Working Group
Audit planning report 2019/20
We are pleased to attach our Audit Plan which sets out how we intend to carry out our responsibilities as the auditor to Derbyshire Fire and
Rescue Authority (the ‘Authority’). Its purpose is to provide the Governance and Performance Working Group with a basis to review our proposed
audit approach and scope for the 2019/20 audit in accordance with the requirements of the Local Audit and Accountability Act 2014, the
National Audit Office’s 2015 Code of Audit Practice, the Statement of Responsibilities issued by Public Sector Audit Appointments (PSAA) Ltd,
auditing standards and other professional requirements. It is also to ensure that our audit is aligned with the Governance and Performance
Working Group’s service expectations.
This plan summarises our initial assessment of the key risks driving the development of an effective audit for the Authority, and outlines our
planned audit strategy in response to those risks.
This report is intended solely for the information and use of the Governance and Performance Working Group and management, and is not
intended to be and should not be used by anyone other than these specified parties.
We welcome the opportunity to discuss this report with you on 24 February 2020 as well as understand whether there are other matters which
you consider may influence our audit.
Yours faithfully

Helen Henshaw
For and on behalf of Ernst & Young LLP
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Public Sector Audit Appointments Ltd (PSAA) issued the “Statement of responsibilities of auditors and audited bodies”. It is available from the PSAA website (https://www.psaa.co.uk/auditquality/statement-of-responsibilities/)).The Statement of responsibilities serves as the formal terms of engagement between appointed auditors and audited bodies. It summarises where the different
responsibilities of auditors and audited bodies begin and end, and what is to be expected of the audited body in certain areas. The “Terms of Appointment and further guidance (updated April 2018)” issued
by the PSAA sets out additional requirements that auditors must comply with, over and above those set out in the National Audit Office Code of Audit Practice (the Code) and in legislation, and covers
matters of practice and procedure which are of a recurring nature. This report is made solely to the Members of the Governance and Performance Working Group in accordance with the statement of
responsibilities. Our work has been undertaken so that we might state to the Members of the Governance and Performance Working Group and management of Derbyshire Fire & Rescue Authority those
matters we are required to state to them in this report and for no other purpose. To the fullest extent permitted by law we do not accept or assume responsibility to anyone other than the Governance and
Performance Working Group and management of Derbyshire Fire & Rescue Authority for this report or for the opinions we have formed. It should not be provided to any third-party without our prior written
consent.
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Overview of our 2019/20 audit strategy
The following ‘dashboard’ summarises the significant accounting and auditing matters outlined in this report. It seeks to provide the Governance and
Performance Working Group with an overview of our initial risk identification for the upcoming audit and any changes in risks identified in the current year.
Audit risks and areas of focus
Risk / area of focus

Risk identified

Change from PY

Details

Misstatements due to
fraud or error

Fraud risk

No change in risk
or focus

As identified in ISA 240, management is in a unique position to perpetrate fraud because of its ability to
manipulate accounting records directly or indirectly and prepare fraudulent financial statements by
overriding controls that would otherwise appear to be operating effectively.

Valuation of the
Firefighters Pension
Scheme liability

Significant Risk

Change in risk

Valuation of Pension
Liabilities - LGPS

Higher inherent
risk and area of
audit focus

No change in risk
or focus

Valuation of land and
buildings

Higher inherent
risk and area of
audit focus

No change in risk
or focus

Group financial
statements

Higher inherent
risk and area of
audit focus

No change in risk
or focus

IFRS 16 - leases

Area of audit
focus

New area of focus

The pension fund valuations separately involve external specialists, to provide these actuarial
assumptions. A small movement in these assumptions could have a material impact on the value in the
balance sheet. Following the outcome of the McCloud and Sargeant judgements in 2018/19 there
remains significant uncertainty around the impact this will continue to have on the valuation of
liabilities within the scheme, as well as the implications for the triennial review and funding
requirements. Due to the current uncertainty surrounding the valuation of the pension liability as a
result of the ongoing repercussions from the McCloud judgement, we have increased the level of risk
from inherent to significant for this Financial Year.
The estimation of the defined benefit obligations is sensitive to a range of assumptions such as rates of
pay and pension inflation, mortality and discount rates. The pension fund valuations separately involve
external specialists, to provide these actuarial assumptions. A small movement in these assumptions
could have a material impact on the value in the balance sheet.
The external valuation expert undertakes a rolling programme of valuations that ensures that all land
and building assets required to be measured at fair value are revalued at least every five years. The
valuation of land and buildings is subject to a number of assumptions and judgements and a small
movement in these assumptions could have a material impact on the financial statements. As the Code
requires all land and buildings are held at fair value, there is a risk that the remaining asset base is
materially misstated.
In 2014/15, the Authority entered into two joint service arrangements with the Police and Crime
Commissioner for Derbyshire which consists of a joint headquarters and a joint training centre. There is
a risk of misstatement that the accounting treatment of these joint service arrangements are not in
accordance with the relevant accounting standards in the financial statements and that balances may
be misstated.
Although the new standard will not be included in the CIPFA Code of Practice until 2020/21, work will
be necessary to secure information required to enable authorities to fully assess their leasing position
and ensure compliance with the standard from 1 April 2020. As you will be required to include the
estimated impact of IFRS 16 within your 2019/20 financial statements, you will need to provide
evidence to demonstrate that an impact assessment has been undertaken, it is complete, and that any
disclosures are free from material misstatement.
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Overview of our 2019/20 audit strategy (continued)
Audit scope
This Audit Plan covers the work that we plan to perform to provide you with:
▪ Our audit opinion on whether the financial statements of Derbyshire Fire & Rescue Authority give a true and fair view of the financial position as at 31 March 2020
and of the income and expenditure for the year then ended; and
▪ Our conclusion on the entity’s arrangements to secure economy, efficiency and effectiveness.

We will also review and report to the National Audit Office (NAO), to the extent and in the form required by them, on the Authority’s Whole of Government Accounts
return.
Our audit will also include the mandatory procedures that we are required to perform in accordance with applicable laws and auditing standards.
When planning the audit we take into account several key inputs:
▪ Strategic, operational and financial risks relevant to the financial statements;
▪ Developments in financial reporting and auditing standards;
▪ The quality of systems and processes;
▪ Changes in the business and regulatory environment; and,
▪ Management’s views on all of the above.
By considering these inputs, our audit is focused on the areas that matter and our feedback is more likely to be relevant to the Authority.
Taking the above into account, and as articulated in this audit plan, our professional responsibilities require us to independently assess the risks associated with
providing an audit opinion and undertake appropriate procedures in response to that. Our Terms of Appointment with PSAA allow them to vary the fee dependent on
“the auditors assessment of risk and the work needed to meet their professional responsibilities”. PSAA are aware that the setting of scale fees has not kept pace with
the changing requirements of external audit with increased focus on, for example, the valuations of land and buildings, the auditing of groups, the valuation of pension
obligations, the introduction of new accounting standards such as IFRS 9 and 15 in recent years as well as the expansion of factors impacting the value for money
conclusion. Therefore to the extent any of these are relevant in the context of Derbyshire Fire & Rescue Authority’s audit, we will discuss these with management as to
the impact on the scale fee. We have highlighted a number of these items throughout our audit plan and have included the impact on fees within appendix A.
Audit team changes
Engagement Partner - Helen Henshaw
Helen has over twenty years of audit experience
working for EY with significant experience across
both the public and private sector.

Senior Manager - Hayley Clark
Hayley has a significant amount of audit experience within the public
sector and has been a Senior Manager at EY since 2017.
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Overview of our 2019/20 audit strategy (continued)
Materiality

Planning
materiality

£1.2m

Materiality has been set at £1.2m, which represents 2% of the prior years gross expenditure on provision of services less the one off
pension past service cost.

Performance
materiality

£0.6m

Performance materiality has been set at £0.6m, which represents 50% of materiality. When determining the amount to be
used as performance materiality we take into account considerations such as the past history of misstatements, our ability to
assess the likelihood of misstatements, the effectiveness of the control environment and other factors affecting the entity
and its financial reporting. Given the misstatements identified in the prior year, we have determined that performance
materiality needs to be set at 50% of planning materiality. This has an impact on the level of work we are required to perform,
and therefore the audit fee.

Audit
differences

£62k

We will report all uncorrected misstatements relating to the primary statements (comprehensive income and
expenditure statement, balance sheet, movement in reserves statement and cash flow statement greater than
£62k. Other misstatements identified will be communicated to the extent that they merit the attention of the
Governance and Performance Working Group.
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Audit risks

Our response to significant risks
We have set out the significant risks (including fraud risks denoted by*) identified for the current year audit along with the rationale and expected audit approach.
The risks identified below may change to reflect any significant findings or subsequent issues we identify during the audit.

Misstatements due
to fraud or error*

What is the risk?

What will we do?

The financial statements as a whole are not
free of material misstatements whether
caused by fraud or error.

We will;

As identified in ISA (UK) 240, management
is in a unique position to perpetrate fraud
because of its ability to manipulate
accounting records directly or indirectly
and prepare fraudulent financial
statements by overriding controls that
otherwise appear to be operating
effectively. We identify and respond to this
fraud risk on every audit engagement.
In undertaking our fraud risk assessment
we have not identified any specific risks for
inclusion in our audit plan at this stage. We
will continue to monitor this and provide
you with an update as required.

•

Identify fraud risks during the planning stages.

•

Inquire of management about risks of fraud and the controls put in
place to address those risks.

•

Understand the oversight given by those charged with governance of
management’s processes over fraud.

•

Consider the effectiveness of management’s controls designed to
address the risk of fraud.

•

Determine an appropriate strategy to address those identified risks of
fraud.

•

Performing mandatory procedures regardless of specifically identified
fraud risks, including:

•

testing of journal entries and other adjustments in the
preparation of the financial statements;

•

assessing accounting estimates for evidence of management
bias; and

•

evaluating the business rationale for significant unusual
transactions.
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Audit risks

Our response to significant risks (continued)
Valuation of the
Firefighters
Pension Scheme
liability

Financial statement
impact
Misstatements that occur
in relation to the risk of
valuation of the
Firefighters Pension
Scheme could affect
multiple balances and
disclosures throughout the
financial statements. The
Firefighters Pension
Scheme had a net liability
of £502 million in
2018/19.

What is the risk?

What will we do?

The Local Authority Accounting Code of Practice and IAS19 require the
Authority to make extensive disclosures within its financial statements
regarding its membership of the Firefighters Pension Scheme
administered by Leicestershire County Council. The Authority’s pension
fund deficit is a material estimated balance and the Code requires that
this liability be disclosed on the balance sheet. At 31 March 2019 this
totalled £502 million. The information disclosed is based on the IAS 19
report issued to the Authority by the actuary. Accounting for this scheme
involves significant estimation and judgement and therefore
management engages an actuary to undertake the calculations on their
behalf. ISAs (UK) 500 and 540 require us to undertake procedures on the
use of management experts and the assumptions underlying fair value
estimates.

We will:

Following the outcome of McCloud and Sargeant in 2018/19, initial
estimates suggest removing the difference in treatment of discrimination
will add around £4 billion per annum to scheme liabilities across public
services from 2015. The most recent valuation process set employer
contribution rates until 2023 and given there are a number of factors
that may impact on the valuation of the scheme before the next triennial
there is uncertainty around how the additional costs will be funded.
CIPFA is preparing further accounting guidance to support bodies with
the accounting for the McCloud liability in 2019-20. However, the
Authority, via their actuaries will need to ensure that they refine their
estimate of the impact of McCloud and Sargeant in 2019/20 and how
subsequent funding implications may impact on the triennial valuation.
As well as a risk to the valuation of the liabilities, there is also a timetable
risk arising from the above, as agreement of remedy (and potential
consultations starting in the spring) may necessitate refining of liability
estimates by GAD, to update the work completed in summer 2019 to
remeasure the McCloud liability.
As a result of the uncertainty associated with the above we have
designated the valuation of the Firefighters Pension Scheme liability to
be a significant risk.

•

Understand how the Authority is considering the
impact of McCloud and Sargeant on the financial
statements arising from the employment tribunals,
any resulting consultations and other
pronouncements from government on restitution.

•

Assess the work of the actuary (GAD) including the
assumptions they have used by relying on the work of
PwC - Consulting Actuaries commissioned by the
National Audit Office for all Local Government sector
auditors, and considering any relevant reviews by the
EY actuarial team;

•

Understand and consider the PwC report for how your
actuary has treated the impact of McCloud and
Sargeant in calculating the IAS 19 liability and for any
impact on the triennial revaluation;

•

Review and test the accounting entries and
disclosures made within the financial statements in
relation to IAS19;

•

Gain assurance over data that has been provided to
the actuaries;

•

Test a sample of lump sums and pension payments for
new fire fighter pensioners;

•

Complete a predictive analytical review for both the
pensions payroll and employees and employers
pension contributions; and

•

Assess management’s arrangements to reconcile the
active and pensioner membership numbers.
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Audit risks

Other areas of audit focus
We have identified other areas of the audit, that have not been classified as significant risks, but are still important when considering the risks of material
misstatement to the financial statements and disclosures.
What is the risk/area of focus?

What will we do?

Valuation of Land and Buildings

We will:

The fair value of Property, Plant and Equipment (PPE) and
Investment Properties (IP) represent significant balances in the
entity’s accounts and are subject to valuation changes, impairment
reviews and depreciation charges. Management is required to make
material judgemental inputs and apply estimation techniques to
calculate the year-end balances recorded in the balance sheet.

•

Consider the work performed by the external valuer, including the adequacy of the scope of
the work performed, their professional capabilities and the results of their work;

•

Sample test key asset information used by the valuers in performing their valuation (e.g.
floor plans to support valuations based on price per square metre);

•

Consider the annual cycle of valuations to ensure that assets have been valued within a 5
year rolling programme as required by the Code for PPE and annually for IP. We will also
consider if there are any specific changes to assets that have occurred and that these have
been communicated to the valuer;

•

Review assets not subject to valuation in 2019/20 to confirm that the remaining asset base
is not materially misstated;

•

Consider changes to useful economic lives as a result of the most recent valuation; and

•

Test accounting entries have been correctly processed in the financial statements.

The Authority will engage an external expert valuer who will apply a
number of complex assumptions to these assets. Annually assets are
assessed to identify whether there is any indication of impairment.
As the Authority’s asset base is significant, and the outputs from the
valuer are subject to estimation, there is a risk fixed assets may be
under/ overstated. ISAs (UK and Ireland) 500 and 540 require us to
undertake procedures on the use of management experts and the
assumptions underlying fair value estimates.
Pension Liability Valuation - LGPS

We will:

The Local Authority Accounting Code of Practice and IAS19 require
the Authority to make extensive disclosures within its financial
statements regarding its membership of the Local Government
Pension Scheme administered by Derbyshire County Council. The
Authority’s pension fund deficit is a material estimated balance and
the Code requires that this liability be disclosed on the Authority’s
balance sheet. At 31 March 2019 this totalled £19 million. The
information disclosed is based on the IAS 19 report issued to the
Authority by the actuary. Accounting for this scheme involves
significant estimation and judgement and therefore management
engages an actuary to undertake the calculations on their behalf.
ISAs (UK) 500 and 540 require us to undertake procedures on the
use of management experts and the assumptions underlying fair
value estimates.

•

Liaise with the auditors of Derbyshire Pension Fund, to obtain assurances over the
information supplied to the actuary in relation to the Authority;

•

Assess the work of the Pension Fund actuary including the assumptions they have used by
relying on the work of PwC - Consulting Actuaries commissioned by the National Audit Office
for all Local Government sector auditors, and considering any relevant reviews by the EY
actuarial team; and

•

Review and test the accounting entries and disclosures made within the Authority’s financial
statements in relation to IAS 19.
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Audit risks

Other areas of audit focus (continued)
What is the risk/area of focus?

Our audit approach?

Group financial statements

We will:

The Authority prepares group accounts which incorporate the activities of
the DPFP LLP which is a joint venture with Derbyshire Police used to provide
both organisations with a joint headquarters and joint training centre. The
Authority currently has a 42.84% share of the net assets of the DPFP LLP.
The Group Accounts have been produced using the equity method to reflect
the nature of the partnership.

•

Update our understanding of the joint service agreements to understand the nature
and responsibilities for both the Authority and the Police and Crime Commissioner
and Chief Constable for Derbyshire.

•

Review management’s assessment of the required accounting treatment in the
Financial Statements.

•

Test the accounting entries and disclosures to confirm that the correct accounting
standard has been applied.

•

Ensure that we have gained assurance over any balances included within the DPFP
LLP accounts which are material to the entity’s Group Financial Statements.

The DPFP LLP financial statements are currently not subject to audit.
Therefore, we will be required to undertake procedures on the balances and
disclosures associated with the LLP to ensure that the group financial
statements are not materially misstated.
There is a risk of misstatement that the accounting treatment of the joint
service arrangements are not in accordance with the relevant accounting
standard in the financial statements.
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Audit risks

Other areas of audit focus (continued)
What is the risk/area of focus?

What will we do?

IFRS16 – leases

IFRS 16 – leases introduces a number of significant changes which go beyond
accounting technicalities. For example, the changes have the potential to
impact on procurement processes as more information becomes available on
the real cost of leases.

IFRS 16 Leases was issued by the IASB in 2016. Its main impact is to remove (for
lessees) the traditional distinction between finance leases and operating leases.
Finance leases have effectively been accounted for as acquisitions (with the asset on
the balance sheet, together with a liability to pay for the asset acquired). In contrast,
operating leases have been treated as “pay as you go” arrangements, with rentals
expensed in the year they are paid. IFRS 16 requires all substantial leases to be
accounted for using the acquisition approach, recognising the rights acquired to use
an asset.
Implementation of IFRS 16 will be included in the Code of Practice on Local Authority
Accounting in the United Kingdom (the Code) for 2020/21. This Code has yet to
published, but in July 2019 CIPFA/LASAAC issued ‘IFRS 16 leases and early guide for
practitioners’.
This early guidance provides comprehensive coverage of the requirements of the
forthcoming provisions, including:
• the identification of leases
• the recognition of right-of-use assets and liabilities and their subsequent
measurement
• treatment of gains and losses
• derecognition and presentation and disclosure in the financial statements,
• the management of leases within the Prudential Framework.
The guidance also covers the transitional arrangements for moving to these new
requirements, such as:

The key accounting impact is that assets and liabilities in relation to
significant lease arrangements previously accounted for as operating leases
will need to be recognised on the balance sheet.
Although the new standard will not be included in the CIPFA Code of Practice
until 2020/21, work will be necessary to secure information required to
enable authorities to fully assess their leasing position and ensure compliance
with the standard from 1 April 2020.
In particular, full compliance with the revised standard for 2020/21 is likely
to require a detailed review of existing lease and other contract
documentation prior to 1 April 2020 in order to identify:
• all leases which need to be accounted for
• the costs and lease term which apply to the lease
• the value of the asset and liability to be recognised as at 1 April 2020
where a lease has previously been accounted for as an operating lease.
We will discuss progress made in preparing for the implementation of IFRS 16
– leases with the finance team over the course of our 2019/20 audit.
As you will be required to include the estimated impact of IFRS 16 within your
2019/20 financial statements, you will need to provide evidence to
demonstrate that an impact assessment has been undertaken, it is complete,
and that any disclosures are free from material misstatement.

• the recognition of right-of-use assets and liabilities for leases previously
accounted for as operating leases by lessees
• the mechanics of making the transition in the 2020/21 financial statements
(including the application of transitional provisions and the preparation of
relevant disclosure notes).
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Other matters
What is the risk/area of focus?

What will we do?

Going Concern Compliance with ISA 570

The revised standard requires:

This auditing standard has been revised in response to enforcement cases
and well-publicised corporate failures where the auditor’s report failed to
highlight concerns about the prospects of entities which collapsed shortly
after.

• auditor’s challenge of management’s identification of events or conditions
impacting going concern, more specific requirements to test management’s
resulting assessment of going concern, an evaluation of the supporting evidence
obtained which includes consideration of the risk of management bias;

The revised standard is effective for audits of financial statements for
periods commencing on or after 15 December 2019, which for Derbyshire
Fire & Rescue Authority will be the audit of the 2020/21 financial
statements. The revised standard increases the work we are required to
perform when assessing whether the Authority is a going concern. It
means UK auditors will follow significantly stronger requirements than
those required by current international standards; and we have therefore
judged it appropriate to bring this to the attention of the Governance and
Performance Working Group.

• greater work for us to challenge management’s assessment of going concern,
thoroughly test the adequacy of the supporting evidence we obtained and evaluate
the risk of management bias. Our challenge will be made based on our knowledge of
the Authority obtained through our audit, which will include additional specific risk
assessment considerations which go beyond the current requirements;

The CIPFA Guidance Notes for Practitioners 2019/20 accounts states ‘The
concept of a going concern assumes that an authority’s functions and
services will continue in operational existence for the foreseeable future.
The provisions in the Code in respect of going concern reporting
requirements reflect the economic and statutory environment in which
local authorities operate. These provisions confirm that, as authorities
cannot be created or dissolved without statutory prescription, they must
prepare their financial statements on a going concern basis of accounting.’
‘If an authority were in financial difficulty, the prospects are thus that
alternative arrangements might be made by central government either for
the continuation of the services it provides or for assistance with the
recovery of a deficit over more than one financial year. As a result of this,
it would not therefore be appropriate for local authority financial
statements to be provided on anything other than a going concern basis.

• improved transparency with a new reporting requirement for public interest
entities, listed and large private companies to provide a clear, positive conclusion
on whether management’s assessment is appropriate, and to set out the work we
have done in this respect. While the Authority are not one of the three entity types
listed, we will ensure compliance with any updated reporting requirements;

• a stand back requirement to consider all of the evidence obtained, whether
corroborative or contradictory, when we draw our conclusions on going concern;
and
• necessary consideration regarding the appropriateness of financial statement
disclosures around going concern.
The revised standard extends requirements to report to regulators where we have
concerns about going concern.
We will discuss the detailed implications of the new standard with finance staff during
2019/20 ahead of its application for 2020/21.
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Background

We are required to consider whether the entity has put in place ‘proper arrangements’ to secure economy,
efficiency and effectiveness on its use of resources. This is known as our value for money conclusion.
For 2019/20 this is based on the overall evaluation criterion:
“In all significant respects, the audited body had proper arrangements to ensure it took properly informed
decisions and deployed resources to achieve planned and sustainable outcomes for taxpayers and local people”
Proper arrangements are defined by statutory guidance issued by the National Audit Office. They comprise
your arrangements to:
▪

Take informed decisions;

▪

Deploy resources in a sustainable manner; and

▪

Work with partners and other third parties.

Informed
decision making

In considering your proper arrangements, we will draw on the requirements of the CIPFA/SOLACE framework
for local government to ensure that our assessment is made against a framework that you are already required
to have in place and to report on through documents such as your annual governance statement.

Proper arrangements for
securing value for money

We are only required to determine whether there are any risks that we consider significant, which the Code of
Audit Practice defines as:
“A matter is significant if, in the auditor’s professional view, it is reasonable to conclude that the matter would
be of interest to the audited body or the wider public”
Our risk assessment supports the planning of sufficient work to enable us to deliver a safe conclusion on
arrangements to secure value for money and enables us to determine the nature and extent of further work
that may be required. If we do not identify any significant risks there is no requirement to carry out further
work. We consider business and operational risks insofar as they relate to proper arrangements at both sector
and organisation-specific level. We consider business and operational risks insofar as they relate to proper
arrangements at both sector and organisation-specific level. This has included consideration of the steps taken
by the Authority to consider the impact of Brexit on its future service provision, medium-term financing and
investment values. Although the precise impact cannot yet be modelled, we anticipate that Authorities will be
carrying out scenario planning and that Brexit and its impact will feature on operational risk registers.

Sustainable
resource
deployment

Working with
partners and
third parties

Our risk assessment has therefore considered both the potential financial impact of the issues we have
identified, and also the likelihood that the issue will be of interest to local taxpayers, the Government and other
stakeholders. This has resulted in the identification of the significant risks noted on the following page which we
view as relevant to our value for money conclusion.
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Value for Money Risks
What is the significant value for money risk?
Securing financial resilience
In common with other Fire and Rescue Services, the Authority is
facing significant financial pressures in the medium term.
Whilst the Authority is predicting an underspend for 2019/20,
the forecast deficits in the MTFS over the next four years are as
follows:
•

2020/21 - £815,640

•

2021/22 - £1,284,130

•

2022/23 - £1,703,500

•

2023/24 - £2,128,160

What arrangements
does the risk affect?
Deploy resources in a
sustainable manner.
Planning finances
effectively to support the
sustainable delivery of
strategic priorities and
maintain statutory
functions

What will we do?
We plan to review:
• the MTFS including the adequacy of any major assumptions;
• how the organisation has monitored progress of strategic
delivery plans;
• how the Authority has considered the impact of the Local
Government settlement on the MTFS;
• the adequacy of plans that have been developed to identify
future savings and the level of reported savings delivered in
year.

This decreases overall useable reserves to £4.9 million, which is
below the level of £8.9 million considered acceptable by the
Authority going into 2020/21.
Given the uncertainty of the funding settlement post 2020/21
and the financial pressures set out above, we have considered
this to be a significant area of focus in forming our value for
money conclusion.
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Audit materiality

Materiality
Materiality

Key definitions

For planning purposes, materiality for 2019/20 has been set at £1.2 million. This
represents 2% of the Authority’s prior year gross expenditure on the
(Surplus)/Deficit on provision of services but excluding the £13.15m past service
cost included as a result of the McCloud adjustment. It will be reassessed
throughout the audit process. We have provided supplemental information about
audit materiality in Appendix D.

Planning materiality – the amount over which we anticipate misstatements
would influence the economic decisions of a user of the financial statements.

Gross expenditure

Performance
materiality

£61.9m
Planning
materiality

£1.2m

£0.6m

Audit
differences

£62k

We have also considered the materiality to be applied to the group financial
statements. Given the net impact on the gross expenditure is similar to that of the
single entity financial statement we have applied the same materiality level to the
group.

We request that the Governance and Performance Working Group confirm its
understanding of, and agreement to, these materiality and reporting levels.

Performance materiality – the amount we use to determine the extent of our
audit procedures. We have set performance materiality at £0.6 million which
represents 50% of planning materiality. When determining the amount to be
used as performance materiality we take into account considerations such as the
past history of misstatements, our ability to assess the likelihood of
misstatements, the effectiveness of the control environment and other factors
affecting the entity and its financial reporting. Given the misstatements
identified in the prior year, we have determined that performance materiality
needs to be set at 50% of planning materiality. This has an impact on the level of
work we are required to perform, and therefore the audit fee.
Audit difference threshold – we propose that misstatements identified below
this threshold are deemed clearly trivial. We will report to you all uncorrected
misstatements over this amount relating to the comprehensive income and
expenditure statement and balance sheet that have an effect on income or that
relate to other comprehensive income. Other uncorrected misstatements, such
as reclassifications and misstatements in the cashflow statement and movement
in reserves statement or disclosures, and corrected misstatements will be
communicated to the extent that they merit the attention of the Governance and
Performance Working Group, or are important from a qualitative perspective.

Specific materiality – We have set a materiality for remuneration disclosures,
related party transactions and member allowances. As these disclosures are
considered to be of interest to users of the accounts we have adopted judgement
in ensuring that we have tested the disclosures in sufficient detail to ensure they
are correctly disclosed.
Pension Fund Materiality - Pension Fund Planning materiality of £277k has
been set by using 2% of benefits payable as per the audited 2018/19 Financial
Statements. Performance materiality of £207k has been set at 50% of planning
materiality and the audit difference threshold is set at £14k.
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Scope of our audit

Our Audit Process and Strategy
Objective and Scope of our Audit scoping
Under the Code of Audit Practice our principal objectives are to review and report on the Authority’s financial statements and arrangements for securing economy,
efficiency and effectiveness in its use of resources to the extent required by the relevant legislation and the requirements of the Code.
We issue an audit report that covers:
1. Financial statement audit
Our objective is to form an opinion on the financial statements under International Standards on Auditing (UK).
We also perform other procedures as required by auditing, ethical and independence standards, the Code and other regulations. We outline below the procedures we will
undertake during the course of our audit.

Procedures required by standards
•

Addressing the risk of fraud and error;

•

Significant disclosures included in the financial statements;

•

Entity-wide controls;

•

Reading other information contained in the financial statements and reporting whether it is inconsistent with our understanding and the financial statements; and

•

Auditor independence.

Procedures required by the Code
•

Reviewing, and reporting on as appropriate, other information published with the financial statements, including the Annual Governance Statement; and

•

Reviewing and reporting on the Whole of Government Accounts return, in line with the instructions issued by the NAO.

2. Arrangements for securing economy, efficiency and effectiveness (value for money)
We are required to consider whether the Authority has put in place ‘proper arrangements’ to secure economy, efficiency and effectiveness on its use of resources.
Our audit involves:
•

Identifying and understanding the key processes and internal controls; and

•

Substantive tests of detail of transactions and amounts.

For 2019/20 we plan to follow a substantive approach to the audit as we have concluded this is the most efficient way to obtain the level of audit assurance required to
conclude that the financial statements are not materially misstated.
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Our Audit Process and Strategy (continued)
Audit Process Overview
Analytics: We will use our computer-based analytics tools to enable us to capture whole populations of your financial data, in particular journal entries. These tools:
•

Help identify specific exceptions and anomalies which can then be subject to more traditional substantive audit tests; and

•

Give greater likelihood of identifying errors than random sampling techniques.

We will report the findings from our process and analytics work, including any significant weaknesses or inefficiencies identified and recommendations for
improvement, to management and the Governance and Performance Working Group.
Internal audit: We will review internal audit plan and the results of their work. We will reflect the findings from these reports, together with reports from any other
work completed in the year, in our detailed audit plan, where they raise issues that could have an impact on the financial statements.
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Scoping the group audit
Group scoping
Our audit strategy for performing an audit of an entity with multiple locations is risk based. We identify components as:
1. Significant components: A component is significant when it is likely to include risks of material misstatement of the group financial statements, either because of its
relative financial size to the group (quantitative criteria), or because of its specific nature or circumstances (qualitative criteria). We generally assign significant
components a full or specific scope given their importance to the financial statements.

2. Not significant components: The number of additional components and extent of procedures performed depended primarily on: evidence from significant
components, the effectiveness of group wide controls and the results of analytical procedures.
Our preliminary audit scoping has identified 2 significant components and 0 non-significant components.

Scoping by entity and scope definitions

1

1

Full scope: locations where a full audit is performed to the materiality levels
assigned by the Group audit team for purposes of the consolidated audit. Procedures
performed at full scope locations support an interoffice conclusion on the reporting
package. These may not be sufficient to issue a stand-alone audit opinion on the local
statutory financial statements because of the materiality used and any additional
procedures required to comply with local laws and regulations. This scope is relevant
to the Authority as a single entity.

Group audit team involvement in component audits
Auditing standards require us to be involved in the work of our
component teams.
The DPFP LLP financial statements are currently not subject to
audit. Therefore, we will be required to undertake procedures on
the balances and disclosures associated with the LLP to ensure that
the group financial statements are not materially misstated.

Specific scope: locations where the audit is limited to specific accounts or
disclosures identified by the Group audit team based on the size and/or risk profile of
those accounts. This scope is relevant to DPFP LLP.
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Audit team
The engagement team is led by Helen Henshaw, who is supported by Hayley Clark, Senior Manager, who is responsible for the day-to-day direction of audit work and is
the key point of contact for the finance team. Both work within our dedicated Government and Public Sector team and have significant experience on local government
audits. Sam Forrest, your lead senior for the audit, will provide continuity in your team and will be responsible for leading the team on site.

Use of specialists
When auditing key judgements, we are often required to rely on the input and advice provided by specialists who have qualifications and expertise not possessed by the
core audit team. The areas where either EY or third party specialists provide input for the current year audit are:
Area

Specialists

Valuation of Land and Buildings

EY Valuations Team will be utilised where any specific risks or issues are identified that require further consultation.

Pensions disclosures

EY Actuaries

In accordance with Auditing Standards, we will evaluate each specialist’s professional competence and objectivity, considering their qualifications, experience and
available resources, together with the independence of the individuals performing the work.
We also consider the work performed by the specialist in light of our knowledge of the organisation’s business and processes and our assessment of audit risk in the
particular area. For example, we would typically perform the following procedures:
•

Analyse source data and make inquiries as to the procedures used by the specialist to establish whether the source data is relevant and reliable;

•

Assess the reasonableness of the assumptions and methods used;

•

Consider the appropriateness of the timing of when the specialist carried out the work; and

•

Assess whether the substance of the specialist’s findings are properly reflected in the financial statements.
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Timetable of communication and deliverables
Timeline
Below is a timetable showing the key stages of the audit and the deliverables we have agreed to provide to you through the audit cycle in 2019/20.

From time to time matters may arise that require immediate communication with the Governance and Performance Working Group and we will discuss them with the
Chair as appropriate. We will also provide updates on corporate governance and regulatory matters as necessary.

Audit phase

Timetable

Audit committee timetable

Deliverables

Governance and Performance
Working Group

Audit Planning Report

Planning: Risk assessment and setting
of scopes.
January
Walkthrough of key systems and
processes
Interim audit testing

February and March

Early review of property valuations

April

Year end audit

June

Governance and Performance
Working Group

July

Governance and Performance
Working Group

Year end audit
Audit Completion procedures
August - October

Governance and Performance
Working Group

Audit Results Report
Audit opinions and completion certificates
Annual Audit Letter
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Independence

Introduction
The FRC Ethical Standard and ISA (UK) 260 “Communication of audit matters with those charged with governance”, requires us to communicate with you on a timely basis
on all significant facts and matters that bear upon our integrity, objectivity and independence. The Ethical Standard, as revised in June 2016, requires that we
communicate formally both at the planning stage and at the conclusion of the audit, as well as during the course of the audit if appropriate. The aim of these
communications is to ensure full and fair disclosure by us to those charged with your governance on matters in which you have an interest.
Required communications

Planning stage
►

►

►
►

►

The principal threats, if any, to objectivity and
independence identified by Ernst & Young (EY)
including consideration of all relationships between
the you, your affiliates and directors and us;

Final stage
►

The safeguards adopted and the reasons why they
are considered to be effective, including any
Engagement Quality review;
The overall assessment of threats and safeguards;
Information about the general policies and process
within EY to maintain objectivity and independence.
Where EY has determined it is appropriate to apply
more restrictive independence rules than permitted
under the Ethical Standard [note: additional
wording should be included in the communication
reflecting the client specific situation]

►
►

►
►

►

►

In order for you to assess the integrity, objectivity and independence of the firm and each covered person,
we are required to provide a written disclosure of relationships (including the provision of non-audit
services) that may bear on our integrity, objectivity and independence. This is required to have regard to
relationships with the entity, its directors and senior management, its affiliates, and its connected parties
and the threats to integrity or objectivity, including those that could compromise independence that these
create. We are also required to disclose any safeguards that we have put in place and why they address
such threats, together with any other information necessary to enable our objectivity and independence to
be assessed;
Details of non-audit services provided and the fees charged in relation thereto;
Written confirmation that the firm and each covered person is independent and, if applicable, that any
non-EY firms used in the group audit or external experts used have confirmed their independence to us;
Written confirmation that all covered persons are independent;
Details of any inconsistencies between FRC Ethical Standard and your policy for the supply of non-audit
services by EY and any apparent breach of that policy;

Details of any contingent fee arrangements for non-audit services provided by us or our network firms;
and
An opportunity to discuss auditor independence issues.

In addition, during the course of the audit, we are required to communicate with you whenever any significant judgements are made about threats to objectivity and
independence and the appropriateness of safeguards put in place, for example, when accepting an engagement to provide non-audit services.
We also provide information on any contingent fee arrangements , the amounts of any future services that have been contracted, and details of any written proposal to
provide non-audit services that has been submitted;
We ensure that the total amount of fees that EY and our network firms have charged to you and your affiliates for the provision of services during the reporting period,
analysed in appropriate categories, are disclosed.
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Relationships, services and related threats and safeguards
We highlight the following significant facts and matters that may be reasonably considered to bear upon our objectivity and independence, including the principal threats,
if any. We have adopted the safeguards noted below to mitigate these threats along with the reasons why they are considered to be effective. However we will only
perform non –audit services if the service has been pre-approved in accordance with your policy.
Overall Assessment

Overall, we consider that the safeguards that have been adopted appropriately mitigate the principal threats identified and we therefore confirm that EY is independent
and the objectivity and independence of Helen Henshaw, your audit engagement partner and the audit engagement team have not been compromised.
Self interest threats
A self interest threat arises when EY has financial or other interests in the organisation. Examples include where we receive significant fees in respect of non-audit
services; where we need to recover long outstanding fees; or where we enter into a business relationship with you. At the time of writing, there are no long outstanding
fees.
We believe that it is appropriate for us to undertake permissible non-audit services and we will comply with the policies that you have approved. At the time of writing,
there are no non-audit services to be provided.
A self interest threat may also arise if members of our audit engagement team have objectives or are rewarded in relation to sales of non-audit services to you. We
confirm that no member of our audit engagement team, including those from other service lines, has objectives or is rewarded in relation to sales to you, in compliance
with Ethical Standard part 4.
There are no other self interest threats at the date of this report.
Self review threats
Self review threats arise when the results of a non-audit service performed by EY or others within the EY network are reflected in the amounts included or disclosed in
the financial statements.
There are no self review threats at the date of this report.

Management threats
Partners and employees of EY are prohibited from taking decisions on behalf of senior management of the organisation. Management threats may also arise during the
provision of a non-audit service in relation to which management is required to make judgements or decision based on that work.
There are no management threats at the date of this report.
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Relationships, services and related threats and safeguards
Other threats
Other threats, such as advocacy, familiarity or intimidation, may arise.
There are no other threats at the date of this report.

Other communications
EY Transparency Report 2019
Ernst & Young (EY) has policies and procedures that instil professional values as part of firm culture and ensure that the highest standards of objectivity, independence
and integrity are maintained.
Details of the key policies and processes in place within EY for maintaining objectivity and independence can be found in our annual Transparency Report which the firm
is required to publish by law. The most recent version of this Report is for the year ended 1 July 2019 and can be found here:
https://www.ey.com/en_uk/who-we-are/transparency-report-2019
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Fees
Public Sector Audit Appointments Ltd (PSAA) has published the fee scale for the audit of the 2019/20 accounts of opted-in principal local government and police bodies.
This is defined as the fee required by auditors to meet statutory responsibilities under the Local Audit and Accountability Act 2014 in accordance with the requirements
of the Code of Audit Practice and supporting guidance published by the National Audit Office, the financial reporting requirements set out in the Code of Practice on
Local Authority Accounting published by CIPFA/LASAAC, and the professional standards applicable to auditors’ work.

Total fee
2018/19
£
Total Fee – Code work
- Additional pensions work (use of specialists)

25,184
3,750

- PPE valuations (use of specialists)

875

- Group accounts

800

- Exit packages (2018/19) and Value for Money
Total audit
Other non-audit services not covered above
Total fees

Our fee for 2018/19 has been set out to the left. The 18/19 Code work includes an
additional fee of £6,450, which relates to the areas identified. We have agreed the
variation with officers, but are awaiting approval from PSAA.
In relation to 2019/20 the scale fee has been set at the same level as the prior year
being £25,184. The results of our planning procedures has identified areas where
audit work will be required over and above the level of the fee previously set which
also correspond to the risks set out in our audit plan and the implications of operating
using a lower level of materiality. The identified areas are:
•

Use of 50% materiality (refer to pages 7 and 19);

•

Additional pensions work (use of specialists);

1,025

•

PPE valuations (use of specialists);

31,634

•

Group accounts;

•

Value for Money.

0
31,634

All fees exclude VAT
The agreed fee presented is based on the following assumptions:

We have discussed these with management and provided indicative fee levels for
each of these areas. The actual amounts may differ and will be based on the actual
audit effort incurred. Following discussions with management we have not included
these amounts in this plan but will report the final levels to you upon conclusion of
our work and agreement with management.

► Officers meeting the agreed timetable of deliverables;
► Our accounts opinion and value for money conclusion being unqualified;
► Appropriate quality of documentation is provided by the entity; and
► The entity has an effective control environment.
If you are unable to meet key dates within our agreed timetable, we will notify you of the impact on the timing of your audit, which may be that we postpone your audit
until later in the summer and redeploy the team to other work to meet deadlines elsewhere.
Where additional work is required to complete your audit, due to additional risks being identified, additional work being required as a result of scope changes, or poor
audit evidence, we will notify you of the impact on the fee and the timing of the audit. Such circumstances may result in a delay to your audit while we complete other
work elsewhere. Fees for the auditor’s consideration of correspondence from the public and formal objections will be charged in addition to the scale fee.
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Required communications with the GPWG
We have detailed the communications that we must provide to the Governance and Performance Working Group.
Our Reporting to you
Required communications

What is reported?

Terms of engagement

Confirmation by the GPWG of acceptance of terms of engagement as written in the
engagement letter signed by both parties.

Our responsibilities

Reminder of our responsibilities as set out in the engagement letter

Planning and audit
approach

Communication of the planned scope and timing of the audit, any limitations and the
significant risks identified.

Significant findings from
the audit

•

Misstatements

The statement of responsibilities serves as the
formal terms of engagement between the
PSAA’s appointed auditors and audited bodies.
The statement of responsibilities serves as the
formal terms of engagement between the
PSAA’s appointed auditors and audited bodies.
Audit planning report

Our view about the significant qualitative aspects of accounting practices including
accounting policies, accounting estimates and financial statement disclosures
Significant difficulties, if any, encountered during the audit
Significant matters, if any, arising from the audit that were discussed with management
Written representations that we are seeking
Expected modifications to the audit report
Other matters if any, significant to the oversight of the financial reporting process

Audit results report

Events or conditions identified that may cast significant doubt on the entity’s ability to
continue as a going concern, including:
• Whether the events or conditions constitute a material uncertainty
• Whether the use of the going concern assumption is appropriate in the preparation and
presentation of the financial statements
• The adequacy of related disclosures in the financial statements
• Uncorrected misstatements and their effect on our audit opinion, unless prohibited by
law or regulation
• The effect of uncorrected misstatements related to prior periods
• A request that any uncorrected misstatement be corrected
• Corrected misstatements that are significant
• Material misstatements corrected by management

Audit results report

•
•
•
•
•
Going concern

When and where

Audit results report
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Required communications with the Audit Committee (continued)
Our Reporting to you
Required communications
Fraud

What is reported?
•

•

Enquiries of the Governance and Performance Working Group to determine whether they Audit results report
have knowledge of any actual, suspected or alleged fraud affecting the entity
Any fraud that we have identified or information we have obtained that indicates that a
fraud may exist
A discussion of any other matters related to fraud

•

Audit results report

•

Related parties

Independence

External confirmations

When and where

Significant matters arising during the audit in connection with the entity’s related parties
including, when applicable:
• Non-disclosure by management
• Inappropriate authorisation and approval of transactions
• Disagreement over disclosures
• Non-compliance with laws and regulations
• Difficulty in identifying the party that ultimately controls the entity
Communication of all significant facts and matters that bear on EY’s, and all individuals
involved in the audit, objectivity and independence
Communication of key elements of the audit engagement partner’s consideration of
independence and objectivity such as:
• The principal threats
• Safeguards adopted and their effectiveness
• An overall assessment of threats and safeguards
• Information about the general policies and process within the firm to maintain objectivity
and independence
• Management’s refusal for us to request confirmations
• Inability to obtain relevant and reliable audit evidence from other procedures

Audit Planning Report and Audit Results
Report

Audit results report
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Required communications with the Audit Committee (continued)
Our Reporting to you
Required communications
Consideration of laws and
regulations

What is reported?
•

•

When and where

Audit findings regarding non-compliance where the non-compliance is material and
Audit results report
believed to be intentional. This communication is subject to compliance with legislation
on tipping off
Enquiry of the GPWG into possible instances of non-compliance with laws and regulations
that may have a material effect on the financial statements and that the GPWG may be
aware of

Internal controls

•

Representations

Written representations we are requesting from management and/or those charged with
governance
Material inconsistencies or misstatements of fact identified in other information which
management has refused to revise
• Any circumstances identified that affect the form and content of our auditor’s report

Audit results report

Fee Reporting

•
•
•

Audit planning report
Audit results report

Certification work

Summary of certification work undertaken

Material inconsistencies
and misstatements
Auditors report

Significant deficiencies in internal controls identified during the audit

Breakdown of fee information when the audit plan is agreed
Breakdown of fee information at the completion of the audit
Any non-audit work

Audit results report

Audit results report
Audit results report

Certification report
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Additional audit information
Other required procedures during the course of the audit
In addition to the key areas of audit focus outlined in section 2, we have to perform other procedures as required by auditing, ethical and independence standards and
other regulations. We outline the procedures below that we will undertake during the course of our audit.
Our responsibilities required
by auditing standards

•

•
•
•
•
•

•

Identifying and assessing the risks of material misstatement of the financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis
for our opinion.
Obtaining an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of internal control.
Evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures
made by management.
Concluding on the appropriateness of management’s use of the going concern basis of accounting.
Evaluating the overall presentation, structure and content of the financial statements, including the disclosures, and whether the
financial statements represent the underlying transactions and events in a manner that achieves fair presentation.
Obtaining sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the
Group to express an opinion on the consolidated financial statements. Reading other information contained in the financial
statements, the GPWG reporting appropriately addresses matters communicated by us to the GPWG and reporting whether it is
materially inconsistent with our understanding and the financial statements; and
Maintaining auditor independence.

Purpose and evaluation of materiality

For the purposes of determining whether the accounts are free from material error, we define materiality as the magnitude of an omission or misstatement that,
individually or in the aggregate, in light of the surrounding circumstances, could reasonably be expected to influence the economic decisions of the users of the financial
statements. Our evaluation of it requires professional judgement and necessarily takes into account qualitative as well as quantitative considerations implicit in the
definition. We would be happy to discuss with you your expectations regarding our detection of misstatements in the financial statements.
Materiality determines:
• The locations at which we conduct audit procedures to support the opinion given on the Group financial statements; and
• The level of work performed on individual account balances and financial statement disclosures.
The amount we consider material at the end of the audit may differ from our initial determination. At this stage, however, it is not feasible to anticipate all of the
circumstances that may ultimately influence our judgement about materiality. At the end of the audit we will form our final opinion by reference to all matters that could
be significant to users of the accounts, including the total effect of the audit misstatements we identify, and our evaluation of materiality at that date.
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Status of Report:

Public

Meeting:

Governance & Performance Working Group

Date:

3rd February 2020

Subject:

Administration of the Firefighters’ Pensions Scheme

Report by:

Simon Allsop, Treasurer/Scheme Manager

Author:

Alison Greenhill, Leicestershire FRS

For:

Discussion

1. Purpose of report
1.1 The purpose of this report is to provide the Pensions Board with and update on the project to appoint a new
administrator of the Firefighters’ Pensions Scheme. The board is asked to read and note the content of this
report.
2. Background
2.1 The current administrators, Leicestershire County Council, submitted a contract termination notice with
effect from 31st March 2020 citing the increasing complexity of regulations arising from the McCloud
Supreme Court judgement.
2.2 A project team was established in collaboration with Leicestershire and Nottinghamshire Fire and Rescue
Services with the objective of appointing a new supplier.
2.3 Time constraints prevented us from initiating an open tender under OJEU rules and there are no existing
procurement frameworks. This limited options to either delegation or direct award via waiver subject to
contract value thresholds.
2.4 The Local Pensions Partnership (LPP) is a joint venture by the London Pensions Fund Authority and Lancashire
County Council providing fire pensions administration. LPP agreed in principle to a commercial contract but
further scoping determined that the contract value would have breached OJEU thresholds.
2.5 Leicestershire County Council agreed to extend their contract until December 2020 to allow us time to
conduct an open tender.
3. Project update
3.1 An overview of the project can be found in Appendix 1

4. Financial Implications
4.1 There are no financial implications arising directly from this report. Any financial implications for the
Authority will be reported to the Governance and Performance Working Group and the Pension Board.
5. Legal Implications
5.1 The Public Service Pensions Act 2013 introduced a framework for the governance and administration of
public service pension schemes. This report aims to fulfil the requirement for Pension Board members to
assist the Scheme Manager in ensuring that effective administration arrangements are in place.

Simon Allsop
SCHEME MANAGER

APPENDIX 1
WORK BREAKDOWN STRUCTURE (WBS)
Q4 2019

Q1 2020

>

Q2 & Q3 2020

>

Q4 2020

- ||------- PARALLEL PROCESS ------- || -

>

1.
INITIATING

2.
PLANNING

3.
EXECUTING

4.
MONITORING

5.
CLOSING

1.1
BUSINESS CASE

2.1
STAKEHOLDER
ANALYSIS

3.1
SUPPLIER
ENGAGEMENT

4.1
CHANGE CONTROL

5.1
OBTAIN
ACCEPTANCE

2.2
COMMUNICATIONS

3.2
CONTRACTUAL
AGREEMENTS

4.2
ACCEPTANCE
DOCUMENTS

5.2
CLOSING REVIEW

2.3
PROJECT BUDGET

3.3
DATA MIGRATION
PLAN

4.3
SCHEDULE UPDATES

5.3
TRANSITION TO BAU

2.4
PROCUREMENT
STRATEGY

3.4
DETAILED PROJECT
PLAN

4.4
BUDGET UPDATES

3.5
COMMUNICATIONS
ENGAGEMENT

4.5
QA REPORTS

3.6
DATA MIGRATION

4.6
STATUS REPORTS

PHASE

3.7
ACCEPTANCE
TESTING

4.7
RISK AND ISSUES
LOG

ARTEFACT

4.8
DECISIONS LOG

PROCESS

TIMELINE

KEY

-

APPENDIX 1
WORKSTREAM UPDATE
WBS

Workstream

Start Date

End Date

Stage in
Lifecycle

Workstream
Lead

RAG
Rating

Update

1.1

Business Case

Nov 2019

Dec 2019

Completed

Jon Lau

Business case completed and signed-off by project
board.

2.1

Stakeholder Analysis

Oct 2019

Dec 2020

Ongoing

Jon Lau

Stakeholder register completed and maintained with
regular updates.

2.2

Communications

Oct 2019

Dec 2020

Ongoing

Sean Connor

Communications planned to relevant stakeholders.

2.3

Project Budget

Oct 2019

Dec 2020

Ongoing

Jon Lau

Notional and actual project costs to be apportioned
between the three Fire Authorities.

2.4

Procurement
Strategy

Jon Lau

Procurement options fully scoped. An open tender will
be conducted under OJEU rules, assisted by the
Procurement Team at Leicester City Council.

Oct 2019

Mar 2020

Ongoing

APPENDIX 1
RISK AND ISSUE SUMMARY
Closed Risks:
Open Risks:
Risk
No.

7
3

Date
Raised

Risk
Owner

Description of Risk

Impact of Risk

Impact
(I)

Probability
(P)

Score
(I x P)

Rating

Mitigating Actions

High

The contract will be
awarded to the most
economically advantageous
tender. Software costs will
be built into the pricing
schedule which forms part
of the evaluation. Tenderers
will be responsible for
negotiating the licence fees
with the suppliers.

High

All three Authorities to
contribute staff to the
project and work to be
distributed as evenly as
possible.

Revenue costs may escalate

R-7

18/12/19

Fire
Authorities

The existing administrators have one
software licence shared between the
three Fire Authorities and the LGPS.
The software supplier has indicated
this arrangement will change upon
transition to a new supplier so that
each authority will require their own
individual licence.

Pressure on staff resources
R-8

18/12/19

Fire
Authorities

The project will add extra pressures
on staff resources.

Increased financial
liability.

Diverting time and
resources from usual
activities.

4

4

4

5

16

20

Build data migration
requirements into
specification.

Differences in data
R-9

18/12/19

Closed Issues: 0
Open Issues: 0

Scheme
Managers

The format of data provided to the
Administrators differs between
Authorities.

Potential difficulties
and errors during
data migration.

4

4

16

High

There is also an option (at
cost) to outsource the
migration to Aquila
Heywood.
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INFORMATION

GOVERNANCE & PERFORMANCE WORKING GROUP
24 FEBRUARY 2020
REPORT OF CHIEF FIRE OFFICER/CHIEF EXECUTIVE
REVISED KEY PERFORMANCE MEASURES (KPM) AND TARGETS 2020/21
1.

Purpose of Report

1.1 To inform GPWG Members of the proposed KPM targets for the period 2020/21
and to provide a summary of changes to the current suite of KPMs to be
adopted to monitor Service performance from April 2020 approved by SLT.
2.

Recommendation(s)

2.1 Members to consider the report for submission to the March FRA meeting in
order to agree to adopt the proposed KPM targets and recommended KPM
amendments for 2020/21.
3.

Information and Analysis

3.1 The KPM targets proposed for approval for the year 2020/21 are outlined in
Appendix 1.
3.2 The incident-related targets have been set in accordance with the target setting
technique implemented in 2016/17.
3.3 In order to set achievable stretched targets in response to the plateauing effect
of incident numbers, the targets will again be based on annual incident-related
targets which are less than or equal to the lowest annual total achieved
between 2009/10 (the year of introduction of the current national Incident
Recording System) and 2019/20.
3.4 All targets awaiting year-end 2019/20 outturn data for target confirmation will be
presented to the Quarter 4 Service Delivery Performance Board chaired by
DCFO Roberts for approval.
3.5 A review of the current KPM has been undertaken with the following
recommended outcomes:
3.6 KPM 3.6 – Number of full Site Specific Risk Information (SSRI) completed:
The target has been reduced to include only those properties requiring a visit
during 2020/21.
3.7 The targets for KPM 1.13, KPM 1.14 and KPM 1.16 will remain the same as
set for 2019/20 whilst the changes to the Risk Stratification Index (RSI) are
embedded within the Service.
Page 1 of 2
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3.8 Response standards met for life-risk fire incidents – 2nd pump – change
the status of this Secondary Performance Measure (SPM) to a KPM to ensure it
is monitored and challenged alongside 1st pump response standards following
the outcomes of the HMICFRS report findings. All data and KPM related to
availability, crewing and response standards will be reviewed during 2020/21 in
light of HMICFRS feedback.
3.9 Further investigation into the proposed targets for KPM 2.7 FSO premises
interacted with (%) and KPM 2.9 SSRI Lite is required before the final target
proposal can be made.
3.10 KPM Training assurance – Following a review of this KPM it was agreed to
remove it as a KPM. It was established that the measure was not measuring
assurance effectively, the KPM is in effect a satisfaction measure which is not
required as a KPM, training assurance is dealt with on a local level at the
Training Assurance Board.
4.

Options Appraisal

4.1 Not applicable.
5.

Legal Considerations

5.1 To Local Government Act 1999 requires every best value authority to secure
continuous improvement in the way its functions are exercised, having regard
to a combination of economy, efficiency and effectiveness.
5.2 The monitoring of performance indicators and performance standards is one
measure by which the Secretary of State can assess the economy, efficiency
and effectiveness of an authority.
6.

Financial Considerations

6.1 None; there are no additional costs to the Service regarding collation of data for
and monitoring against the performance measures.
7.

Inclusion and Equality Considerations

7.1 This report accords fully with the Corporate Services Equality Impact
Assessment.
8.

Further Considerations

8.1 None.
This report has been consulted upon and approved by the following officers:
AM Stanbrook, AM Taylor, GM Lee, GM Hawker, SM Stevens, GM Wells, R
McNamee, H Minion, H Haddon, N Glossop, SM Pointon, SLT (12/02/20).
Contact Officer: Carl Wilton

Contact No: 01773 305332
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APPENDIX 1

Derbyshire Fire and Rescue Service
Key Performance Measure Targets 2020/21
Community Safety - Prevention:
Measure Title

Measure Description

KPM1.1: Accidental
Dwelling Fires

Number of accidental dwelling fire
incidents attended

KPM1.2a: Fire Fatalities

Number of fatalities in accidental primary
fires.
KPM1.2b: Fire Casualties Number of casualties in accidental primary
fires (excluding precautionary checks and
first aid)
KPM1.4: Deliberate Fires Number of deliberate primary and
secondary fires attended
KPM1.13: Direct
Engagement Conversion
Rates (%)
KPM1.14: SWC Referral
rate (%)
KPM1.16: SWC delivered
to vulnerable and
targeted groups
KPM1.17: KSI in RTC
KPM8.1: Risk Reduction

Percentage of direct engagement activities
resulting in a Safe and Well Check
Percentage of Safe and Well Checks
referred to other agencies
Number of Safe and Well Checks delivered
to vulnerable and targeted groups
Number of people killed or seriously injured
in RTC’s attended by DFRS
The impact of FRS activities on community
risk levels

Estimated
Target
2019/20
2019/20
Outturn

Target
2020/21

Lead

Notes

356

397

356

Service Delivery

2020/21 target based on
mid-point 2019/20 estimated
outturn.

3

0

0

Service Delivery

Aspirational 0 target.
2020/21 target based on
mid-point 2019/20 estimated
outturn.
2020/21 target based on
mid-point 2019/20 estimated
outturn.

33

38

33

Service Delivery

862

944

862

Service Delivery

36%

31%

31%

Service Delivery

No change.

5%

10%

10%

Service Delivery

No change.

13,000

10,500

10,500

Service Delivery

156

83

83

Service Delivery

n/a

n/a

n/a

Service Delivery

Target
2019/20

Target
2020/21

No change. Target based on
Station, CSO and HandyVan activity.
2020/21 target based on
2017/18 outturn data.
Qualitative assurance
measure based on risk
reduction activities.

Community Safety – Protection
Measure Title

Measure Description

KPM2.3: False Alarms

Number of false alarms caused by
automatic fire detection in non-domestic
properties

Estimated
2019/20
Outturn
402

877

402

Lead

Notes

Service Delivery

2020/21 target based on midpoint 2019/20 estimated
outturn.

KPM2.5: Fires in NonDomestic Premises

The number of fires in non-domestic
buildings

KPM2.7: FSO premises
interacted with (%)
KPM2.8: Audits triggered
by RBIP

Percentage of Fire Safety Order (FSO)
premises interacted with
Number of Fire Safety audits completed by
review date triggered by the RBIP

KPM2.9: SSRI lite

Number of lite Site Specific Risk
Information (SSRI) completed

138

170

138

Service Delivery

12%

12%

TBC

Service Delivery

850

767

670

Service Delivery

3,500

4,344

TBC

Service Delivery

2020/21 target based on midpoint 2019/20 estimated
outturn.
Further investigation required.
Target will be reviewed at the
end of the year to account for
audit outcomes in Feb/Mar.
Further investigation required.

Operational Preparedness
Measure Title

Measure Description

KPM3.1: WDS Availability
– Staffing (%)
KPM3.2: On-Call
Availability – Staffing (%)
KPM3.3: WDS Core
Competency (%)

Percentage availability of Wholetime/Day
Crewed appliances (staffing)
Percentage availability of On-Call
appliances (staffing)
Percentage of core competency (via
assessment) measures performing on
target for Wholetime/Day crew personnel.
Percentage of core competency (via
assessment) measures performing on
target for On-Call personnel
Percentage of core competency (via
assessment) measures performing on
target for Officers
Number of full Site Specific Risk
Information (SSRI) completed

KPM3.4: On-Call Core
Competency (%)
KPM3.5: Officer Core
Competency (%)
KPM3.6: SSRI full

Estimated
Target
2019/20
2019/20
Outturn

Target
2020/21

Lead

Notes

99%

99%

99%

Service Delivery

No change.

79%

82%

82%

Service Delivery

No change.

100%

100%

100%

Service Delivery

No change.

100%

100%

100%

Service Delivery

No change.

100%

100%

100%

Service Delivery

No change.

220

666

126

Service Delivery

Target based on Very High
and High risk SSRI visits
due in 2020/21.

Incident Response
Measure Title

Measure Description

KPM4.1: Response
Standards 1st pump (%)
KPMTBC: Response
Standards 2nd pump (%)

Percentage of response standards met for
life risk fire incidents – 1st pump
Percentage of response standards met for
life risk fire incidents – 2nd pump

Estimated
Target
Target
2019/20
Lead
2019/20 20120/21
Outturn

Notes

83%

80%

80%

Service Delivery

No change.

73%

85%

85%

Service Delivery

Previously SPM.

KPM5.1: Post contact
satisfaction (%)
KPM4.6: Calls answered
in 7 seconds (%)

Percentage of respondents to post contact
surveys who showed satisfaction with the
Service
Percentage of emergency calls answered
in 7 seconds by Command and Control

KPM4.7: Mobilising
System availability (%)

Percentage availability of the mobilising
system

98%

98%

98%

Service Delivery

No change.

96%

90%

96%

Service Delivery

Target increased to 96% in
line with 2019/20 average
monthly outturn.

99%

99%

99%

Systems and
Information

No change

Lead

Notes

Service Delivery

No change.

Lead

Notes

People &
Organisational
Development
Corporate Financial
Services
Corporate Financial
Services
Corporate Financial
Services
Corporate Financial
Services
Corporate Financial
Services
Corporate Financial
Services
Corporate Financial
Services

Stretch target – average of
the last 2 years.

Training Provision
Measure Title

Measure Description

KPM7.4: Course
Attendance

Number of people taking up training
courses provided

Estimated
Target
2019/20
2019/20
Outturn
81%

90%

Target
2019/20
90%

Corporate/Financial:
Measure Title

Measure Description

KPM5.2: Shifts Lost to
Sickness (All Staff)

Average working days/shifts lost to
sickness absence by all staff

KPM5.5: CIPFA

Compliance with CIPFA code of
Governance
KPM6.1: Financial
Achievement of medium term financial
Strategy
strategy to deliver cost effective services
KPM6.2: Service
Total Service expenditure per head of
Expenditure
population
KPM6.3: Response
Total cost of response per head of
Expenditure
population
KPM6.4: Community
Total cost of community safety per head of
Safety Expenditure
population
KPM6.5: Non Operational Total cost of non-operational expenditure
Expenditure
per head of population
KPM6.6: Band D Council Cost of Service per band D dwelling
Tax charge
council tax

Estimated
Target
2019/20
2019/20
Outturn

Target
2020/21

7.0

8.0

7.1

100%

100%

100%

100%

100%

100%

TBC

£35.79

TBC

TBC

£20.22

TBC

TBC

£3.24

TBC

TBC

£12.32

TBC

TBC

£76.22

TBC

No change.
No change.
Awaiting budget approval.
Awaiting budget approval.
Awaiting budget approval.
Awaiting budget approval.
Awaiting budget approval.

