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SUMMARY AND PURPOSE OF REPORT

To consider the Annual Governance Report on the 2012/13 Accounts.

RECOMMENDATION That the Committee:

1. Reviews the Report to those charged with
Governance on the 2012/13 accounts (Appendix
A);

2. Reviews the Letters of Representation
(Appendices B1 and B2);

3. Reviews the Accounts for publication
(Appendices C1 and C2);

4. Reviews the Summary and Compact Accounts for
publication (Appendices D1 and D2);

5. Considers the timing of the approval of the
2013/14 accounts.

A. SUPPORTING INFORMATION
1. INTRODUCTION

1.1 At the June meeting of this Committee, in accordance with good practice as
indicated by the Department for Communities and Local Government, the
accounts and a presentation on the key factors included therein was provided.
This was prior to the commencement of the external audit of the accounts.
Following this meeting the respective Chief Financial Officers in accordance with
the Accounts and Audit Regulations 2011 (Regulation 8) signed and dated the
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Statements of Accounts and certified that they “presented a true and fair view of
the financial position of the body at the end of the year to which it relates and of
that body’s income and expenditure for that year”.

1.2 A copy of these accounts certified by the Chief Finance Officers has been
published on the PCC’s website with a clear notification that the accounts are
subject to audit.

1.3  The accounts are therefore submitted to this Committee following audit changes
for review prior to the 30" September deadline in order for the statutory officers to
then meet the requirement for the final signing of the accounts

1.4  KPMG is required by the Audit Commission’s statutory Code of Audit Practice for
Local Government bodies (the code) to issue a report to those charged with
governance summarising the conclusions from their audit work. The report
addressed to the Lincolnshire Police and Crime Commissioner and Chief
Constable is attached for review by the Committee.

1.5 KPMG is also required by professional auditing standards to report on certain
matters before it can give its opinion on the financial statements. These include
compliance with the International Financial Reporting Standards (IFRS) based on
the Code of Practice for Local Authority Accounting and Accounting Standards.
The section of the report covering the financial statements fulfils this requirement.

1.6  The Annual Governance Report covering the audit of the PCC group accounts
and Chief Constables accounts for the year ended 31 March 2013 is attached at
Appendix A to this report and will be presented by Tony Crawley and Nigel
Carpino, KPMG.

The principal purposes of the report are:

» to reach a mutual understanding of the scope of the audit and the
respective responsibilities of the auditor and those charged with
governance;

» to share information to assist both the auditor and those charged with
governance to fulfil their respective responsibilities; and

» to provide recommendations for improvements arising from the audit
process.

1.7  An important part of this report is the Letter of Representation which is discussed
at section 5.

1.8 KPMG have indicated that they intend to issue an unqualified audit opinion.

2. ACCOUNTING PRACTICE AND FINANCIAL REPORTING

2.1 The auditors have raised four non trivial material errors in the statements, these
are presentational and do not affect the outturn. They are set out in Appendix 1
of the Annual Governance Report; the fifth element of the appendix is a
consolidation of all other audit changes. These issues have been recognised and
the accounts amended. The following table summarises the issues together with
an explanation.
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Amendment

Explanation

Income and Expenditure Statement:
£7.3m reallocation of costs between
Investigation and Local Policing.

No impact on outturn or general reserves.

Totals were reported correctly, however,
there was an error in the apportionment
methodology which resulted in costs not
being properly identified against service
headings.

Cash Flow / Notes to the accounts
£27.3m grossing up of both cash received
and invested in note 35 to the accounts.

No impact on outturn or general reserves

Investments during the year had been
shown as a net position rather than the
gross position to show every transaction
in and out.

Notes to the accounts

Corrections for the disclosures on debtors
and creditors as financial instruments in
Note 18. Debtors disclosure changed by
£2.9m, creditors disclosure changed by
£2.4m.

No impact on outturn or general reserves

There was no change to the overall debtor
and creditor balances in the accounts.

This correction relates to their
classification as financial assets or
liabilities. The main reason was

confirmation over which transactions were
covered by another accounting standard
and so did not need to be included in Note
18.

Notes to the accounts

£16.9m employers pension contributions
moved between lines on the table in Note
29.

No impact on outturn or general reserves

Employers pension contributions need to
be described in a consistent way in both
Note 29 and Note 54.

Other changes are dominated by the
transfer of assets between Lincolnshire
Police and G48S.

This caused a reduction in the reported
income and expenditure surplus of £1.2m.

No impact on general reserves. It is
important to set the context of the change
in Outturn, due to  accounting
requirements the outturn reported is
adjusted for issues concerned with
pensions and capital accounting which
are effectively reversed out of the actual
movement in reserves these transactions
result in the reported outturn being a
deficit of £139.5 million.

The transfer of ICT assets from
Lincolnshire Police to G4S for a nominal
sum within the contract agreement was
difficult to describe in accordance with the
Accounting Code. The draft accounts
assumed that it could be treated as a ‘sale
and leaseback’ transaction. This
interpretation was described at paragraph
3.2 of the committee paper in June.

The re-examination of the arrangements
as part of the audit, led to the conclusion
that there is a better fit with the
accounting requirements of the Code if
the disposal and acquisition are
separated. There is then a loss on
disposal and the creation of assets
acquired under a finance lease.
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2.2  The report does not identify any areas of material weakness in internal control.
There are however two areas highlighted for future consideration.

» The current asset register does not have functionality to report on
component accounting. The implementation of t-police is expected to
address this for the 2013/14 accounts.

» The guidance on accounting for the PCC and Chief Constable entities is
expected to evolve. Further guidance is expected for the 2013/14
accounts.

3. STATEMENT OF ACCOUNTS

3.1 Revised versions following audit of both the PCC Group Accounts and the Chief
Constable Accounts are attached to this report at Appendices C1 and C2. These
updates include all of the changes agreed with auditors to the original version
presented to the June Committee meeting. The significant changes made have
been highlighted in Appendix 1 of the Governance report.

4, POST BALANCE SHEET EVENTS

4.1 Accounting Standards require that relevant Post Balance Sheet events be
recognised in the Financial Statements right up until the completion of the audit.

4.2 If events arise after the meeting of the Audit Committee but before the audit is
formally completed the PCC Chief Finance Officer and the Force Chief Finance
Officer will make the required changes to the Post Balance Sheet Event notes
and these will be highlighted to the next meeting of this Committee.

5. LETTER OF REPRESENTATION

5.1 In order to finalise the audit a letter of representation must be provided to the
Auditors for the PCC and the Chief Constable. A draft letter is included in
Appendix 3 of the Annual Governance Report and repeated for each audited
body at Appendices B1 and B2 to this report. This letter will be signed by the
relevant Chief Finance Officer. It includes declarations regarding the financial
statements and governance arrangements which have been employed.

6. SUMMARISED STATEMENT OF ACCOUNTS

6.1 Due to the format and content of the Chief Constable’s accounts in the first year
of incorporation, summarised accounts and compact accounts have only been
produced for the PCC Group. Draft versions are attached at Appendices D1 and
D2. They will be published alongside the audited Statement of Accounts.

7. APPROVAL OF 2013/14 ACCOUNTS
71 The auditor's Annual Governance Report recognises that the draft accounts were
provided in mid June in order to allow the audit to take place earlier than in

previous years.

7.2  This work provides an opportunity for the Audit Committee to bring forward their
review of the audited accounts to the end of July for 2013/14 and beyond. The
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Committee is asked to consider the timing of their meetings in 2014 in order to
inform the 2013/14 final accounts closedown timetable.

B. FINANCIAL CONSIDERATIONS

These have been included in the accounts.

C. LEGAL AND HUMAN RIGHTS CONSIDERATIONS

None specific

D. PERSONNEL, EQUAL OPPORTUNITIES AND DIVERSITY ISSUES

None specific.

E. RISK MANAGEMENT

The risk of non-compliance with accounting regulations leading to potential
qualification of the accounts is an on-going issue for management each year.

F. REVIEW ARRANGEMENTS

None planned.

G. PUBLIC ACCESS TO INFORMATION

Information in this report along with any supporting material is subject to the
Freedom of Information Act 2000 and other legislation.
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