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Audit Resources

	Title
	Name
	Email 
	Telephone

	Audit Manager
	Emma Toyne
	emma.toyne@cumbria.gov.uk
	01228 226261

	Lead Auditor(s)
	Gemma Benson
	gemma.benson@cumbria.gov.uk
	01228 226252


Audit Report Distribution 

	For Action:
	Vivian Stafford, Head of Partnerships and Commissioning.

	For Information:
	Gill Shearer, Deputy Chief Executive / Head of Communications and Business Services

	Audit Committee
	The Joint Audit & Standards Committee, which is due to be held on 21st March 2018, will receive the report.


Note: Audit reports should not be circulated wider than the above distribution without the consent of the Audit Manager.
1. Background

1.1. This report summarises the findings from the audit of Commissioning. This was a planned audit assignment which was undertaken in accordance with the 2017/18 Audit Plan. 

1.2. Commissioning is important to the Office of the Police and Crime Commissioner because it allows the Commissioner to work with other organisations, the community and the voluntary sector to help deliver initiatives aimed at supporting the objectives in the Police and Crime Plan. 
1.3. The Commissioner has a number of funds which organisations can apply to for funding.  These include the Property Fund, whose balance results from the disposal of property coming into the possession of the police, which can be awarded up to the value of £2,500, the Community Fund (awarded up to £10,000) and the Innovation Fund (awarded up to £100,000).
1.4. The processes for awarding and managing OPCC grants is currently under review, with a report including recommendations for change to be presented to the Executive Team and the Police and Crime Commissioner in early 2018. 

2. Audit Approach

2.1. Audit Objectives and Methodology
2.1.1. Compliance with the mandatory Public Sector Internal Audit Standards requires that internal audit activity evaluates the exposures to risks relating to the organisation’s governance, operations and information systems.  A risk based audit approach has been applied which aligns to the five key audit control objectives which are outlined in section 4; detailed findings and recommendations are reported within section 5 of this report.
2.2. Audit Scope and Limitations
2.2.1. The Audit Scope was agreed with management prior to the commencement of this audit review.  The Client Sponsor for this review was the Head of Partnerships and Commissioning.  The agreed scope of the audit was to provide assurance over management’s arrangements for governance, risk management and internal control in the following areas:
· The arrangements for the distribution of grants from the property, community, and innovation funds.
2.2.2. Our assurance level is based on the controls currently in place, some of which have only recently been introduced, and as such assurance is not being provided on previous arrangements that were in place for earlier grants issued. 
3. Assurance Opinion

3.1. Each audit review is given an assurance opinion and these are intended to assist Members and Officers in their assessment of the overall level of control and potential impact of any identified system weaknesses.  There are 4 levels of assurance opinion which may be applied. The definition for each level is explained in Appendix A.
3.2. From the areas examined and tested as part of this audit review, we consider the current controls operating within commissioning provide Reasonable assurance.   

Note: as audit work is restricted by the areas identified in the Audit Scope and is primarily sample based, full coverage of the system and complete assurance cannot be given to an audit area.

4. Summary of Recommendations, Audit Findings and Report Distribution
4.1. There are three levels of audit recommendation; the definition for each level is explained in Appendix B. 
4.2. There are four audit recommendations arising from this audit review and these can be summarised as follows:

	No. of recommendations

	Control Objective
	High
	Medium
	Advisory

	1. Management - achievement of the organisation’s strategic objectives
	-
	-
	-

	2. Regulatory - compliance with laws, regulations, policies, procedures and contracts (see section 5.1)
	-
	2
	-

	3. Information - reliability and integrity of financial and operational information (see section 5.2)
	-
	-
	2

	4. Security - safeguarding of assets
	-
	-
	-

	5. Value - effectiveness and efficiency of operations and programmes
	-
	-
	-

	Total Number of Recommendations
	0
	2
	2


4.3. Strengths: The following areas of good practice were identified during the course of the audit:

· Legal department has been involved in the preparation and review of revised grant agreements for all three of the funds.

· Funding is not paid to successful applicants until a signed grant agreement has been received, this good practice will be built into the property fund arrangements going forward.  
· Each fund has criteria that must be met in order to be considered for a grant and information on these is included in application packs.
4.4. Areas for development: Improvements in the following areas are necessary in order to strengthen existing control arrangements:

4.4.1. High priority issues:
· No high priority issues were noted.
4.4.2. Medium priority issues:
· There are currently no local level procedures covering the grant funding process and clearly setting out managements requirements in relation to this including; the processes to be undertaken, information to be retained, checks to be performed, and documentation / evidence requirements.
· Decisions to approve some Property Fund grant applications were not clearly supported by the documented evaluation process.  
4.4.3. Advisory issues:
· No evidence could be provided to confirm that the Commissioner was aware that the 2016/17 budget for the Innovation fund would be exceeded if he decided to approve further applications in full. 

· Whilst the OPCC promotes transparency, the website was not up to date with successful grant applicants or the OPCC staff register of gifts and hospitalities.  
	Comment from the Deputy Chief Executive
 We agree with the actions that have been identified and have put plans in place to address where required.  G Shearer 


5. Matters Arising / Agreed Action Plan

5.1. Regulatory - compliance with laws, regulations, policies, procedures and contracts.
●  Medium priority
	Audit finding
	Management response

	(a) Grant Funding Processes and Procedures
 The Cumbria Office of the Police and Crime Commissioner Grant Regulations 2017-2020 provide some guidance for staff on the administration of grant funding.  However, there are no formal local procedures setting out management’s specific requirements and detailing, for example, the processes to be undertaken, information to be retained, checks to be performed, and documentation requirements.
Our audit work identified that a key aspect of the Innovation and Community Funds (that applications have to obtain at least fifty percent of the available marks when they are initially evaluated to proceed to the next stage) is not documented as a requirement in any guidance. 
Sample testing showed that it was not always clear what checks and monitoring had been performed on information received from grant recipients and the outcome of these. It was also seen that forms included in the annexes of Innovation Fund agreements are not always completed and provided by grant recipients and we were informed that they would not necessarily be followed up to provide these. It was also stated that different officers may have their own way of monitoring projects and recording this.
Procedures / guidance on monitoring would be useful to aid consistency; provide clarity on what should be monitored; any exceptions to this, and how monitoring should be evidenced. This would also help to provide resilience within the OPCC should there be a need to cover monitoring responsibilities within the team and to clearly demonstrate that key deliverables are being satisfactorily progressed and terms complied with before further payments are made to grant recipients.
The grant funding process is currently under review and we were informed that these issues and   the arrangements that Property Fund monitoring will take are being considered as part of the review. New forms (grant agreement monitoring form), grant agreements, processes (e.g. use of Geographic Area of Responsibility Inspectors and PCSO’s, scanning and retaining copies of approved Property Fund applications) are being introduced as part of the current review and it is possible that further changes will be made to processes. It is therefore an opportune time to formally document the agreed processes.
	Agreed management action: 

A process map of the general grant funding process has been documented and a checklist will be prepared for each funding stream to go alongside this. 

	Recommendation 1:

Local procedures covering all grant funding processes should be documented, approved, maintained and informed to staff, with training being provided where required. Management should then ensure they have a mechanism in place to confirm the procedures are complied with.
	

	Risk exposure if not addressed:
· Objectives are not achieved due to lack of clarity on roles, responsibilities and processes;
· Objectives are not achieved as management have not clearly defined their requirements;
· Grant funding work ceases in the absence of key staff members;
· Grant funding is used inappropriately / ineffectively;
· No evidence to support that objectives are being achieved;
· Funding payments made where satisfactory progress against key deliverables / outputs is unclear.
	Responsible manager for implementing: 

Head of Partnerships and Commissioning
Date to be implemented:

09/2018


●  Medium priority
	Audit finding
	Management response

	(b) Evaluation of Grant Applications
Whilst the funds have been running for a number of years, the evaluation of grant applications has only recently started to be documented for the Community Fund (since April 2017) and Property Fund (since September 2017).
Documentation of application evaluations is one of several recent improvements in the grant process. However, it was noted that some comments on the property fund evaluation did not clearly support the approval of applications and suggested that further information was required despite approvals being made.
	Agreed management action: 

The evaluation process will be reviewed and amended to ensure that decisions are clearly documented.

	Recommendation 2:

Management should ensure that the evaluation of grant applications clearly supports the decision of whether to approve them. 
	

	Risk exposure if not addressed:
· Reputational damage if evaluation decisions are questioned;

· Grant funding is used inappropriately / ineffectively due to a lack of robust evaluation process.
	Responsible manager for implementing: 

Head of Partnerships and Commissioning
Date to be implemented:

03/2018


5.2. Information - reliability and integrity of financial and operational information.
●  Advisory issue

	Audit finding
	Management response

	(a) Fund Budgets 
In 2016/17 the £100,000 budget for the Innovation Fund was exceeded by £7,644. Whilst budget responsibility lies with the Head of Partnerships and Commissioning, she stated that where the full approval of grant funding applications would result in the allocated budget being exceeded in a particular year, the Police and Crime Commissioner would be made aware of this before the final funding decision was made.
Nothing could be provided to demonstrate that the Commissioner had been informed that the budget would be exceeded in this case. 
	Agreed management action: 

We will document these decisions as part of the grant funding process going forward.

	Recommendation 3:

It should be clear that funding decisions are taken with full knowledge of any budget implications.
	

	Risk exposure if not addressed:
· Decisions taken based on incomplete information;
· Capacity in other areas reduced to cover exceeded budget.
	Responsible manager for implementing: 

Head of Partnerships and Commissioning
Date to be implemented:

03/2018


●  Advisory issue

	Audit finding
	Management response

	(b) Updating the OPCC Website
To aid and promote transparency the OPCC publishes successful grant applicants and registers of gifts and hospitality on its website. However, recent information on applicants and the staff gifts and hospitality register had not been published. 
Discussions confirmed that responsibility for updating the website had not been allocated to an individual and that timescales for publishing information had not been given. During the course of our audit updates to this information were made.
	Agreed management action: 

We will identify a member of staff to have ownership of updating the website.

	Recommendation 4:

A mechanism should be in place to ensure that the website is updated with relevant information on a timely basis and that responsibilities and timescales for this are clear.
	

	Risk exposure if not addressed:
· Reputational damage resulting from timely information not being provided to the public;
· Promotion of transparency undermined.
	Responsible manager for implementing: 

Head of Partnerships and Commissioning
Date to be implemented:

05/2018


Audit Assurance Opinions
There are four levels of assurance used; these are defined as follows:
	Definition:
	Rating Reason

	Substantial 
	There is a sound system of internal control designed to achieve the system objectives and this minimises risk.​

	The controls tested are being consistently applied and no weaknesses were identified.

Recommendations, if any, are of an advisory nature in context of the systems and operating controls & management of risks.

	Reasonable
	There is a reasonable system of internal control in place which should ensure that system objectives are generally achieved, but some issues have been raised which may result in a degree of risk exposure beyond that which is considered acceptable.
	Generally good systems of internal control are found to be in place but there are some areas where controls are not effectively applied and/or not sufficiently developed. 

Recommendations are no greater than medium priority.

	Partial
	The system of internal control designed to achieve the system objectives is not sufficient. Some areas are satisfactory but there are an unacceptable number of weaknesses which have been identified and the level of non-compliance and / or weaknesses in the system of internal control puts the system objectives at risk.


	There is an unsatisfactory level of internal control in place as controls are not being operated effectively and consistently; this is likely to be evidenced by a significant level of error being identified. 

Recommendations may include high and medium priority matters for address.

	Limited / None
	Fundamental weaknesses have been identified in the system of internal control resulting in the control environment being unacceptably weak and this exposes the system objectives to an unacceptable level of risk.
	Significant non-compliance with basic controls which leaves the system open to error and/or abuse.

Control is generally weak/does not exist. Recommendations will include high priority matters for address. Some medium priority matters may also be present.


Grading of Audit Recommendations

Audit recommendations are graded in terms of their priority and risk exposure if the issue identified was to remain unaddressed. There are three levels of audit recommendations used; high, medium and advisory, the definitions of which are explained below.

	Definition:

	High
	●
	Significant risk exposure identified arising from a fundamental weakness in the system of internal control

	Medium
	●
	Some risk exposure identified from a weakness in the system of internal control 

	Advisory
	●
	Minor risk exposure / suggested improvement to enhance the system of control


Recommendation Follow Up Arrangements:
· High priority recommendations will be formally followed up by Internal Audit and reported within the defined follow up timescales. This follow up work may include additional audit verification and testing to ensure the agreed actions have been effectively implemented.

· Medium priority recommendations will be followed with the responsible officer within the defined timescales.

· Advisory issues are for management consideration.
Cumbria Office of the Police and Crime Commissioner





Audit of Commissioning





29th November 2017





15th January 2018








1
1
[image: image6.png]



Cumbria Shared Internal Audit Service
[image: image3.jpg][image: image4.jpg][image: image5.png]
Page 1


