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This report is addressed to the PCC and the CC and has been prepared for the sole use of the PCC and CC. We take no responsibility to any member of staff acting in their individual 
capacities, or to third parties. Public Sector Audit Appointments issued a document entitled Statement of Responsibilities of Auditors and Audited Bodies summarising where the 
responsibilities of auditors begin and end and what is expected from audited bodies. We draw your attention to this document which is available on Public Sector Audit Appointment’s website 
(www.psaa.co.uk).

External auditors do not act as a substitute for the audited body’s own responsibility for putting in place proper arrangements to ensure that public business is conducted in accordance with 
the law and proper standards, and that public money is safeguarded and properly accounted for, and used economically, efficiently and effectively.

We are committed to providing you with a high quality service. If you have any concerns or are dissatisfied with any part of KPMG’s work, in the first instance you should contact 
Darren Gilbert, the engagement lead to the PCC and CC, who will try to resolve your complaint. If you are dissatisfied with your response please contact the national lead partner for all of 
KPMG’s work under our contract with Public Sector Audit Appointments Limited, Andrew Sayers (on 0207 694 8981, or by email to andrew.sayers@kpmg.co.uk). After this, if you are still 
dissatisfied with how your complaint has been handled you can access PSAA’s complaints procedure by emailing generalenquiries@psaa.co.uk, by telephoning 020 7072 7445 or by writing 
to Public Sector Audit Appointments Limited, 3rd Floor, Local Government House, Smith Square, London, SW1P 3H.
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This document summarises 
the key findings arising from 
our work to date in relation to 
the audit of the PCC’s and 
CC’s 2016/17 financial 
statements and the 2016/17 
VFM conclusion.

Scope of this report

This report summarises the key findings arising from:

— our interim audit work at Devon & Cornwall Police and Crime 
Commissioner (PCC) and Chief Constable (CC) in relation to 
the 2016/17 financial statements; and

— our work to support our 2016/17 value for money (VFM) 
conclusion up to February 2017. 

Financial statements

Our External Audit Plan 2016/17, presented to you in February 
2017, set out the four stages of our financial statements audit 
process. 

During February-March 2017 we completed our planning and 
control evaluation work. This covered:

— review of the PCC’s and CC’s general control environment, 
including gaining an understanding of its IT systems;

— testing of certain controls over the PCC’s and CC’s key 
financial systems; 

— review of relevant internal audit work which we are seeking to 
rely upon; and

— review of the PCC’s and CC’s accounts production process, 
including work to address prior year audit recommendations 
and the specific risk areas we have identified for this year.

VFM conclusion 

Our External Audit Plan 2016/17 explained our risk-based 
approach to VFM work, which is set out in the Code of Audit 
Practice and supporting guidance published by the NAO and 
detailed our initial risk assessment. 

We have completed some initial work in response to the risks 
identified during our interim visit. We have also considered a 
further VFM risk in relation to the integrity of crime data.

Structure of this report

This report is structured as follows:

— Section 2 summarises the headline messages.

— Section 3 sets out our key findings from our interim audit work 
in relation to the 2016/17 financial statements.

— Section 4 outlines our key findings from our work on the VFM 
conclusion. 

Our recommendations are included in Appendix 1. We have also 
reviewed your progress in implementing prior recommendations 
and this is detailed in Appendix 2.

Acknowledgements

We would like to take this opportunity to thank staff for their 
continuing help and co-operation throughout our audit work.

Introduction
Section one
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This table summarises the 
headline messages from our 
work to date. The remainder 
of this report provides further 
details on each area.

Headlines
Section two

Organisational control 
environment

Our review of your organisational control environment did not identify any weaknesses. 

Controls over key 
financial systems

The controls over the majority of the key financial systems are generally sound.
However, there are some weaknesses in respect of payroll and the general ledger which we are taking into 
account in our substantive audit work at year-end. 

Review of internal 
audit

Our assessment of Internal Audit to date indicates we will be able to place reliance on their work on the key 
financial systems. 

VFM risks We identified a number of specific VFM risks during our planning work. 
Since we presented our audit plan a further VFM risk has been identified in relation to matters included in the 
recent HMIC PEEL report on effectiveness.   
We have undertaken some work to date in response these risks.
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No weaknesses were 
identified in your overall 
organisational control 
environment. 

Work completed
Controls operated at an organisational level often have an impact 
on controls at an operational level and if there were weaknesses 
this would have implications for our audit.
We obtain an understanding of the PCC’s and CC’s overall control 
environment and determine if appropriate controls have been 
implemented. We do not complete detailed testing of these 
controls.
The PCC and CC rely on information technology (IT) to support 
both financial reporting and internal control processes. In order to 
satisfy ourselves that we can rely on the use of IT, we enquired of 
management in order to understand how these controls function.
Key findings
No weaknesses were identified in your overall organisational 
control environment.

Organisational control environment
Section three – Financial statements

Aspect Assessment

Organisational controls:

Management’s philosophy and operating style 

Culture of honesty and ethical behaviour 

Oversight by those charged with governance 

Risk assessment process 

Communications 

Monitoring of controls 

Keys:  Significant gaps in the control environment.
 Deficiencies in respect of individual controls.
 Generally sound control environment.

£
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Our assessment of Internal 
Audit to date indicates we will 
be able to place reliance on 
their work on the key financial 
systems. 

Background

United Kingdom Public Sector Internal Audit Standards (PSIAS) 
apply across the whole of the public sector, including local 
government. These standards are intended to promote further 
improvement in the professionalism, quality, consistency and 
effectiveness of internal audit across the public sector. Additional 
guidance for local authorities is included in the Local Government 
Application Note on the PSIAS.

Work completed

The scope of the work of your internal auditors, the South West 
Audit Partnership (SWAP) and their findings informs our audit risk 
assessment.

We work with your internal auditors to assess the control 
framework for certain key financial systems and seek to rely on 
relevant work they have completed to minimise unnecessary 
duplication of work. Our audit fee is set on the assumption that we 
can place full reliance on their work. 

Where we intend to rely on internal audit’s work in respect of the 
PCC’s and CC’s key financial systems, auditing standards require 
us to complete an overall assessment of the internal audit function 
and to evaluate and test aspects of their work. 

The Public Sector Internal Audit Standards define the way in which 
the internal audit service should undertake its functions. Internal 
audit completes self-assessments against the PSIAS. 

We reviewed internal audit’s work on the key financial systems and 
performed testing in order to be able to assess internal audit’s 
work. We only review internal audit work that has relevance to our 
audit responsibilities, to effectively scope out other internal audit 
work from our findings. Our review of internal audit work does not 
represent an external review against PSIAS, as required at least 
every five years. 

Key findings
Based on our assessment of their files and associated testing, 
attendance at Audit Committee and regular meetings during the 
course of the year, we have not identified any significant issues 
which would prevent us from relying on internal audit’s work for 
2016/17.

Review of internal audit
Section three – Financial statements 
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The controls over the majority 
of the key financial systems 
are generally sound.

However, there are some 
weaknesses in respect of 
payroll and the general ledger 
which we are taking into 
account in our substantive 
audit work at year-end. 

Work completed
We review the outcome of internal audit’s work on the financial 
systems to influence our assessment of the overall control 
environment, which is a key factor when determining the external 
audit strategy.
Where we have determined that this is the most efficient audit 
approach to take, we evaluate the design and implementation of 
the control and then test selected controls that address key risks 
within these systems. The strength of the control framework 
informs the substantive testing we complete during our final 
accounts visit. 
Our assessment of a system will not always be in line with your 
internal auditors’ opinion on that system. This is because we are 
solely interested in whether our audit risks are mitigated through 
effective controls, i.e. whether the system is likely to produce 
materially reliable figures for inclusion in the financial statements.
Key findings
Based on the work of your internal auditors and our own testing, 
the controls over the majority of the key financial systems are 
sound.
We noted some weaknesses in respect of individual financial 
systems that will impact on our audit:
— Payroll journals: As noted by management and internal audit 

previously, there is a control issue in Agresso which has led to 
some mispostings of journals in the payroll area of the trial 
balance. Manual controls are in place to detect and correct 
errors that could have arisen as a result. Internal audit 
included recommendations in their report as appropriate. 

— Journal authorisation: There is no formal review process for 
journals posted to the General Ledger. A recommendation is 
included in Appendix 1.

We have not yet assessed the controls over the valuation of 
property, plant and equipment or pension assets and liabilities.
Many of the key controls in respect of these areas are operated 
during the closedown process and our testing will be supplemented 
by further work during our final accounts visit. 

The weaknesses identified mean that we will need to tailor our 
work, especially around journals, at the year-end. 

In addition we have discussed the process for accounts production 
in both 2016/17 and 2017/18 with finance staff. We consider that 
the overall process for the preparation of your financial statements 
is adequate. 

Controls over key financial systems
Section three – Financial statements 

Keys:  Significant gaps in the control environment.
 Deficiencies in respect of individual controls.
 Generally sound control environment 

Financial system
Controls 

Assessment

Property, Plant and Equipment Assessed at final 
audit

Cash and Cash Equivalents 

Pension Assets and Liabilities Assessed at final 
audit

Non pay expenditure 

Payroll 

General Ledger 

£
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The PCC and CC have a clear 
understanding of the issues 
we have raised and has 
responded appropriately. We 
will revisit these areas during 
our final accounts audit.

Specific audit risk areas
Section three – Financial statements 

£

Work completed

In our External Audit Plan 2016/17, presented to you in February, 
we identified the key audit risks affecting the PCC’s and CC’s 
2016/17 financial statements. 

Our audit strategy and plan remain flexible as risks and issues 
change throughout the year. To date there have been no changes 
to the risks previously communicated to you 

We have been discussing these risks with management as part of 
our regular meetings. In addition, we sought to review relevant 
workings and evidence as part of our interim work. 

Key findings

The PCC and CC have a clear understanding of the issues we 
have raised and has responded appropriately. However the 
majority of the audit work for these areas takes place during our 
final visit in June and July so we are unable to conclude on the 
risks at present. The table below provides a summary of the work 
the completed to date.

Strategic Alliance with Dorset

— Risk

As progress with implementing the business cases progresses, the methodology for apportioning cost and savings between Devon & 
Cornwall and Dorset becomes more important to the outturn for each entity. There is a risk that the process is not appropriate or 
applied consistently, leading to a distortion in financial performance. 

— Preliminary assessment and work undertaken

The methodology for apportioning these costs remains consistent with the prior year. A control issue was identified in respect of the 
Agresso finance system, which has led to some mispostings across the two entities, focused in the payroll area of the general ledger. 
This occurred when one side of the double entry was posted to Devon & Cornwall and the opposite entry to Dorset. Management 
identified the issue and from November 2016 implemented controls to ensure such errors could no longer be made. A retrospective 
review was undertaken to identify and correct any previous errors. We are using this knowledge to inform our selection of high risk 
journals for testing. Further work will be performed on the allocation of costs during our final audit visit.

Those risks requiring specific audit attention and procedures to address the likelihood of a material financial statement error.
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The PCC and CC have a clear 
understanding of the issues 
we have raised and has 
responded appropriately. We 
will revisit these areas during 
our final accounts audit.

Specific audit risk areas (cont.)
Section three – Financial statements 

£

Triennial Valuation of the Local Government Pension Scheme for Devon & Cornwall Police and Crime Commissioner and the 
Chief Constable for Devon & Cornwall (the Pension Fund)

— Risk

During the year, the Pension Fund has undergone a triennial valuation with an effective date of 31 March 2016 in line with the Local 
Government Pension Scheme (Administration) Regulations 2013. The entity’s share of pensions assets and liabilities is determined in 
detail, and a large volume of data is provided to the actuary in order to carry out this triennial valuation.

The pension liability numbers to be included in the financial statements for 2016/17 will be based on the output of the triennial valuation 
rolled forward to 31 March 2017. For 2017/18 and 2018/19 the actuary will then roll forward the valuation for accounting purposes 
based on more limited data.

There is a risk that the data provided to the actuary for the valuation exercise is inaccurate and that these inaccuracies affect the 
actuarial figures in the accounts. Most of the data is provided to the actuary by Devon County Council, which administers the Pension 
Fund.

— Preliminary assessment and work undertaken

Our work on this risk will be conducted when the actuarial reports have been received. 

From our discussions with finance staff, the process is on track, the actuarial information has been received and, at the time of writing 
this report, we are not aware of any concerns about the valuation that might indicate a material misstatement in the accounts.
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The PCC and CC have a clear 
understanding of the issues 
we have raised and has 
responded appropriately. We 
will revisit these areas during 
our final accounts audit.

Specific audit risk areas (cont.)
Section three – Financial statements 

£

Valuation of Property, Plant and Equipment

— Risk

A full valuation of assets has not historically been carried out at each year end. This creates a risk that the carrying value of assets 
does not represent fair value, either because the value of assets changes between the valuation date and the reporting date, or 
because not all assets are revalued each year. For the 31 March 2017 year end the assets are being revalued as at 1 January 2017 
(rather than 1 April the previous year) which represents a positive development from previous years and therefore reduces the risk of 
error. 

— Preliminary assessment and work undertaken

We have confirmed with management the processes being undertaken for this year. We anticipate being able to place reliance on the 
expert valuations performed and will review these during the final audit. 

Management override of controls

— Risk

Management is typically in a powerful position to perpetrate fraud owing to its ability to manipulate accounting records and prepare 
fraudulent financial statements by overriding controls that otherwise appear to be operating effectively. Our audit methodology 
incorporates the risk of management override as a default significant risk.

— Preliminary assessment and work undertaken

We have reviewed the process for posting journals. While there has been some risk-based review of journals that are posted, there 
is no formal approval process that prevents incorrect journals from being posted. 

In addition, management informed us of the control issue which is described under the risk “Strategic Alliance with Dorset” which 
resulted in some incorrect journal postings in-year. 

The control issues noted mean that we will perform a fully substantive approach to testing journals. Our interim work has identified 
factors we will consider in determining the high risk journals we will select for detailed review.  
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The PCC and CC have a clear 
understanding of the issues 
we have raised and has 
responded appropriately. We 
will revisit these areas during 
our final accounts audit.

Those risks with less likelihood of giving rise to a material error but which are nevertheless worthy of audit understanding.

Other areas of focus
Section three – Financial statements 

£

Disclosures associated with retrospective restatement of the CIES, EFA and MiRS

— Area

During past years, CIPFA has been working with stakeholders to develop better accountability through the financial statements as part 
of its ‘telling the whole story’ project. The key objective of this project was to make Local Government accounts more understandable 
and transparent to the reader in terms of how authorities are funded and how they use the funding to serve the local population. This 
project resulted in two main changes in respect of the 2016-17 Local Government Accounting Code (Code) as follows: 
• Allowing local authorities to report on the same basis as they are organised by removing the requirement for the Service Reporting 

Code of Practice (SeRCOP) to be applied to the Comprehensive Income and Expenditure Statement (CIES); and 
• Introducing an Expenditure and Funding Analysis (EFA) which provides a direct reconciliation between the way local authorities are 

funded and prepare their budget and the CIES. This analysis is supported by a streamlined Movement in Reserves Statement 
(MIRS) and replaces the current segmental reporting note. 

As a result of these changes, a retrospective restatement of the CIES (cost of services), EFA and MiRS is required from 1 April 2016 in 
the Statement of Accounts.

The new disclosure requirements and restatement of accounts require compliance with relevant guidance and the correct application of 
applicable Accounting Standards.

Though less likely to give rise to a material error in the financial statements, this is an important material disclosure change in this 
year’s accounts, worthy of audit understanding.

— Preliminary assessment and work undertaken

Finance staff have a good understanding of the new requirements and given early consideration to how the 2016-17 financial 
statements will be presented. We discussed the key changes with them as part of planning. We have also reviewed the workings which 
support the restatement of the 2015/16 figures in the revised format. There are no concerns arising from our work. 
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We identified a number of 
specific VFM risks during our 
planning work. 

Since we presented our audit 
plan a further VFM risk has 
been identified in relation to 
matters included in the recent 
HMIC PEEL report on 
effectiveness.   

We have undertaken some 
work to date in response 
these risks.

Key findings

Below we set out our preliminary findings in respect of those areas where we have identified a residual audit risk for our VFM conclusion. 

Since we presented our audit plan, HMIC published the 2016 PEEL reports on effectiveness. Devon and Cornwall were graded “needs 
improvement”, with particular concerns highlighted around crime data integrity. We have included this as an additional VFM risk and are 
currently considering our audit response.

We will report our final conclusions in our ISA 260 Report 2016/17. 

Specific VFM risks
Section four – VFM conclusion 

Crime Data Integrity (new risk)

— Risk

The 2016 Peel Report from HMIC graded Devon and Cornwall as good in terms of legitimacy, but requiring improvement in terms of 
efficiency and effectiveness. This reflected a crime data inspection undertaken earlier in the year which reported that crime recording 
was inadequate. 

HMIC have issued a set of areas for improvement and the force is managing these areas through various action groups and overseen
by the DCC. The crime data issues are subject to an improvement plan that is monitored through a group chaired by the Executive. 

— Preliminary assessment and work undertaken

We will undertake further work to understand HMIC’s findings, progress on the improvement plan and their impact on our VFM 
responsibilities.
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We identified a number of 
specific VFM risks during our 
planning work. 

Since we presented our audit 
plan a further VFM risk has 
been identified in relation to 
matters included in the recent 
HMIC PEEL report on 
effectiveness.   

We have undertaken some 
work to date in response 
these risks.

Specific VFM risks (cont.)
Section four – VFM conclusion 

Medium Term Financial Plan

— Risk

The PCC is responsible for delivering a balanced budget. The robustness of the MTFP is critical to the effective identification of any 
required savings and consequently any actions that the PCC and CC need to take to secure those savings. 

— Preliminary assessment and work undertaken

We have reviewed the historical accuracy of the MTFP and the reasonableness of the assumptions underpinning the current plan.
There are no findings at present that would impact on the VFM opinion. 

Workforce Planning

— Risk

Staff costs represent a large proportion of the PCC’s and CC’s cost base. Effective workforce planning is essential to achieving a 
balanced budget. 

— Preliminary assessment and work undertaken

We have begun our review of workforce planning and will complete this during our final audit. There are no findings at present that 
would impact on the VFM opinion. 

Strategic Alliance with Dorset Police

— Risk

The realisation of savings arising from the alliance will be critical to the PCC and CC achieving the objectives of the Medium Term 
Financial Plan. 

— Preliminary assessment and work undertaken

We have reviewed the progress in implementing business cases to date, and the actions being taken to maximise the effectiveness of 
the proposals to achieve the cost savings required while maintaining service levels. There are no findings at present that would impact 
on the VFM opinion. 
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We have given each recommendation a risk rating and agreed what action management will need to take. 

The PCC and CC should closely monitor progress in addressing specific risks and implementing our recommendations.

We will formally follow up these recommendations next year.

Key issues and recommendations
Appendix 1

Priority rating for recommendations

 Priority one: Issues that are 
fundamental and material to your 
system of internal control. We 
believe that these issues might mean 
that you do not meet a system 
objective or reduce (mitigate) a risk.

 Priority two: Issues that have an 
important effect on internal controls 
but do not need immediate action. 
You may still meet a system 
objective in full or in part or reduce 
(mitigate) a risk adequately but the 
weakness remains in the system. 

 Priority three: Issues that would, if 
corrected, improve the internal 
control in general but are not vital to 
the overall system. These are 
generally issues of best practice that 
we feel would benefit you if you 
introduced them.

No. Risk Issue and recommendation Management response/responsible officer/due date

1  Authorisation of journals
There is no formal authorisation process which requires 
journals to be approved by a separate person to the 
preparer before being posted to the general ledger. This 
increases the risk of journal errors. 

Recommendation

Configure the finance system to require a journal 
approver as well as a journal preparer and grant 
appropriate permissions to those roles.  

A retrospective review and approval of journals between 
1st April to date will be undertaken. We are in the process 
of looking at the most efficient way of processing journals 
whilst ensuring the accuracy of them. 

Lucinda Hines
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This document summarises 
the key findings arising from 
our work to date in relation to 
the audit of the PCC’s and 
CC’s 2016/17 financial 
statements and the 2016/17 
VFM conclusion.

Scope of this report

This report summarises the key findings arising from:

— our interim audit work at Dorset Police and Crime 
Commissioner (PCC) and Chief Constable (CC) in relation to 
the 2016/17 financial statements; and

— our work to support our 2016/17 value for money (VFM) 
conclusion up to February 2017. 

Financial statements

Our External Audit Plan 2016/17, presented to you in February 
2017, set out the four stages of our financial statements audit 
process. 

During February-March 2017 we completed our planning and 
control evaluation work. This covered:

— review of the PCC’s and CC’s general control environment, 
including gaining an understanding of its IT systems;

— testing of certain controls over the PCC’s and CC’s key 
financial systems; 

— review of relevant internal audit work which we are seeking to 
rely upon; and

— review of the PCC’s and CC’s accounts production process, 
including work to address prior year audit recommendations 
and the specific risk areas we have identified for this year.

VFM conclusion 

Our External Audit Plan 2016/17 explained our risk-based 
approach to VFM work, which is set out in the Code of Audit 
Practice and supporting guidance published by the NAO and 
detailed our initial risk assessment. 

We have completed some initial work in response to the risks 
identified during our interim visit. We have also considered a 
further VFM risk in relation to the integrity of crime data.

Structure of this report

This report is structured as follows:

— Section 2 summarises the headline messages.

— Section 3 sets out our key findings from our interim audit work 
in relation to the 2016/17 financial statements.

— Section 4 outlines our key findings from our work on the VFM 
conclusion. 

Our recommendations are included in Appendix 1. We have also 
reviewed your progress in implementing prior recommendations 
and this is detailed in Appendix 2.
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This table summarises the 
headline messages from our 
work to date. The remainder 
of this report provides further 
details on each area.

Headlines
Section two

Organisational control 
environment

Our review of your organisational control environment did not identify any weaknesses. 

Controls over key 
financial systems

The controls over the majority of the key financial systems are generally sound.
However, there are some weaknesses in respect of payroll and the general ledger which we are taking into 
account in our substantive audit work at year-end. 

Review of internal 
audit

Our assessment of Internal Audit to date indicates we will be able to place reliance on their work on the key 
financial systems. 

VFM risks We identified a number of specific VFM risks during our planning work. 
Since we presented our audit plan a further VFM risk has been identified in relation to matters included in the 
recent HMIC PEEL report on effectiveness.   
We have undertaken some work to date in response these risks.
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No weaknesses were 
identified in your overall 
organisational control 
environment. 

Work completed
Controls operated at an organisational level often have an impact 
on controls at an operational level and if there were weaknesses 
this would have implications for our audit.
We obtain an understanding of the PCC’s and CC’s overall control 
environment and determine if appropriate controls have been 
implemented. We do not complete detailed testing of these 
controls.
The PCC and CC rely on information technology (IT) to support 
both financial reporting and internal control processes. In order to 
satisfy ourselves that we can rely on the use of IT, we enquired of 
management in order to understand how these controls function.
Key findings
No weaknesses were identified in your overall organisational 
control environment.

Organisational control environment
Section three – Financial statements

Aspect Assessment

Organisational controls:

Management’s philosophy and operating style 

Culture of honesty and ethical behaviour 

Oversight by those charged with governance 

Risk assessment process 

Communications 

Monitoring of controls 

Keys:  Significant gaps in the control environment.
 Deficiencies in respect of individual controls.
 Generally sound control environment.

£
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Our assessment of Internal 
Audit to date indicates we will 
be able to place reliance on 
their work on the key financial 
systems. 

Background

United Kingdom Public Sector Internal Audit Standards (PSIAS) 
apply across the whole of the public sector, including local 
government. These standards are intended to promote further 
improvement in the professionalism, quality, consistency and 
effectiveness of internal audit across the public sector. Additional 
guidance for local authorities is included in the Local Government 
Application Note on the PSIAS.

Work completed

The scope of the work of your internal auditors, the South West 
Audit Partnership (SWAP) and their findings informs our audit risk 
assessment.

We work with your internal auditors to assess the control 
framework for certain key financial systems and seek to rely on 
relevant work they have completed to minimise unnecessary 
duplication of work. Our audit fee is set on the assumption that we 
can place full reliance on their work. 

Where we intend to rely on internal audit’s work in respect of the 
PCC’s and CC’s key financial systems, auditing standards require 
us to complete an overall assessment of the internal audit function 
and to evaluate and test aspects of their work. 

The Public Sector Internal Audit Standards define the way in which 
the internal audit service should undertake its functions. Internal 
audit completes self-assessments against the PSIAS. 

We reviewed internal audit’s work on the key financial systems and 
performed testing in order to be able to assess internal audit’s 
work. We only review internal audit work that has relevance to our 
audit responsibilities, to effectively scope out other internal audit 
work from our findings. Our review of internal audit work does not 
represent an external review against PSIAS, as required at least 
every five years. 

Key findings
Based on our assessment of their files and associated testing, 
attendance at Audit Committee and regular meetings during the 
course of the year, we have not identified any significant issues 
which would prevent us from relying on internal audit’s work for 
2016/17.

Review of internal audit
Section three – Financial statements 
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The controls over the majority 
of the key financial systems 
are generally sound.

However, there are some 
weaknesses in respect of 
payroll and the general ledger 
which we are taking into 
account in our substantive 
audit work at year-end. 

Work completed
We review the outcome of internal audit’s work on the financial 
systems to influence our assessment of the overall control 
environment, which is a key factor when determining the external 
audit strategy.
Where we have determined that this is the most efficient audit 
approach to take, we evaluate the design and implementation of 
the control and then test selected controls that address key risks 
within these systems. The strength of the control framework 
informs the substantive testing we complete during our final 
accounts visit. 
Our assessment of a system will not always be in line with your 
internal auditors’ opinion on that system. This is because we are 
solely interested in whether our audit risks are mitigated through 
effective controls, i.e. whether the system is likely to produce 
materially reliable figures for inclusion in the financial statements.
Key findings
Based on the work of your internal auditors and our own testing, 
the controls over the majority of the key financial systems are 
sound.
We noted some weaknesses in respect of individual financial 
systems that will impact on our audit:
— Payroll journals: As noted by management and internal audit 

previously, there is a control issue in Agresso which has led to 
some mispostings of journals in the payroll area of the trial 
balance. Manual controls are in place to detect and correct 
errors that could have arisen as a result. Internal audit 
included recommendations in their report as appropriate. 

— Journal authorisation: There is no formal review process for 
journals posted to the General Ledger. A recommendation is 
included in Appendix 1.

We have not yet assessed the controls over the valuation of 
property, plant and equipment or pension assets and liabilities.
Many of the key controls in respect of these areas are operated 
during the closedown process and our testing will be supplemented 
by further work during our final accounts visit. 

The weaknesses identified mean that we will need to tailor our 
work, especially around journals, at the year-end. 

In addition we have discussed the process for accounts production 
in both 2016/17 and 2017/18 with finance staff. We consider that 
the overall process for the preparation of your financial statements 
is adequate. 

Controls over key financial systems
Section three – Financial statements 

Keys:  Significant gaps in the control environment.
 Deficiencies in respect of individual controls.
 Generally sound control environment 

Financial system
Controls 

Assessment

Property, Plant and Equipment Assessed at final 
audit

Cash and Cash Equivalents 

Pension Assets and Liabilities Assessed at final 
audit

Non pay expenditure 

Payroll 

General Ledger 

£
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The PCC and CC have a clear 
understanding of the issues 
we have raised and has 
responded appropriately. We 
will revisit these areas during 
our final accounts audit.

Specific audit risk areas
Section three – Financial statements 

£

Work completed

In our External Audit Plan 2016/17, presented to you in February, 
we identified the key audit risks affecting the PCC’s and CC’s 
2016/17 financial statements. 

Our audit strategy and plan remain flexible as risks and issues 
change throughout the year. To date there have been no changes 
to the risks previously communicated to you 

We have been discussing these risks with management as part of 
our regular meetings. In addition, we sought to review relevant 
workings and evidence as part of our interim work. 

Key findings

The PCC and CC have a clear understanding of the issues we 
have raised and has responded appropriately. However the 
majority of the audit work for these areas takes place during our 
final visit in June and July so we are unable to conclude on the 
risks at present. The table below provides a summary of the work 
the completed to date.

Strategic Alliance with Devon and Cornwall

— Risk

As progress with implementing the business cases progresses, the methodology for apportioning cost and savings between Devon & 
Cornwall and Dorset becomes more important to the outturn for each entity. There is a risk that the process is not appropriate or 
applied consistently, leading to a distortion in financial performance. 

— Preliminary assessment and work undertaken

The methodology for apportioning these costs remains consistent with the prior year. A control issue was identified in respect of the 
Agresso finance system, which has led to some mispostings across the two entities, focused in the payroll area of the general ledger. 
This occurred when one side of the double entry was posted to Devon & Cornwall and the opposite entry to Dorset. Management 
identified the issue and from November 2016 implemented controls to ensure such errors could no longer be made. A retrospective 
review was undertaken to identify and correct any previous errors. We are using this knowledge to inform our selection of high risk 
journals for testing. Further work will be performed on the allocation of costs during our final audit visit.

Those risks requiring specific audit attention and procedures to address the likelihood of a material financial statement error.
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The PCC and CC have a clear 
understanding of the issues 
we have raised and has 
responded appropriately. We 
will revisit these areas during 
our final accounts audit.

Specific audit risk areas (cont.)
Section three – Financial statements 

£

Triennial Valuation of the Local Government Pension Scheme for Dorset Police and Crime Commissioner and the Chief 
Constable for Dorset (the Pension Fund)

— Risk

During the year, the Pension Fund has undergone a triennial valuation with an effective date of 31 March 2016 in line with the Local 
Government Pension Scheme (Administration) Regulations 2013. The entity’s share of pensions assets and liabilities is determined in 
detail, and a large volume of data is provided to the actuary in order to carry out this triennial valuation.

The pension liability numbers to be included in the financial statements for 2016/17 will be based on the output of the triennial valuation 
rolled forward to 31 March 2017. For 2017/18 and 2018/19 the actuary will then roll forward the valuation for accounting purposes 
based on more limited data.

There is a risk that the data provided to the actuary for the valuation exercise is inaccurate and that these inaccuracies affect the 
actuarial figures in the accounts. Most of the data is provided to the actuary by Dorset County Council, which administers the Pension 
Fund.

— Preliminary assessment and work undertaken

Our work on this risk will be conducted when the actuarial reports have been received. 

From our discussions with finance staff, the process is on track, the actuarial information has been received and, at the time of writing 
this report, we are not aware of any concerns about the valuation that might indicate a material misstatement in the accounts.
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The PCC and CC have a clear 
understanding of the issues 
we have raised and has 
responded appropriately. We 
will revisit these areas during 
our final accounts audit.

Specific audit risk areas (cont.)
Section three – Financial statements 

£

Valuation of Property, Plant and Equipment

— Risk

A full valuation of assets has not historically been carried out at each year end. This creates a risk that the carrying value of assets 
does not represent fair value, either because the value of assets changes between the valuation date and the reporting date, or 
because not all assets are revalued each year. For the 31 March 2017 year end the assets are being revalued as at 1 January 2017 
(rather than 1 April the previous year) which represents a positive development from previous years and therefore reduces the risk of 
error. 

— Preliminary assessment and work undertaken

We have confirmed with management the processes being undertaken for this year. We anticipate being able to place reliance on the 
expert valuations performed and will review these during the final audit. 

Management override of controls

— Risk

Management is typically in a powerful position to perpetrate fraud owing to its ability to manipulate accounting records and prepare 
fraudulent financial statements by overriding controls that otherwise appear to be operating effectively. Our audit methodology 
incorporates the risk of management override as a default significant risk.

— Preliminary assessment and work undertaken

We have reviewed the process for posting journals. While there has been some risk-based review of journals that are posted, there 
is no formal approval process that prevents incorrect journals from being posted. 

In addition, management informed us of the control issue which is described under the risk “Strategic Alliance with Devon and 
Cornwall” which resulted in some incorrect journal postings in-year. 

The control issues noted mean that we will perform a fully substantive approach to testing journals. Our interim work has identified 
factors we will consider in determining the high risk journals we will select for detailed review.  
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The PCC and CC have a clear 
understanding of the issues 
we have raised and has 
responded appropriately. 

We have included a further 
area of focus in relation to the 
use of a new ledger for 2016-
17. 

We will revisit these areas 
during our final accounts 
audit.

Those risks with less likelihood of giving rise to a material error but which are nevertheless worthy of audit understanding.

Other areas of focus
Section three – Financial statements 

£

Disclosures associated with retrospective restatement of the CIES, EFA and MiRS

— Area

During past years, CIPFA has been working with stakeholders to develop better accountability through the financial statements as part 
of its ‘telling the whole story’ project. The key objective of this project was to make Local Government accounts more understandable 
and transparent to the reader in terms of how authorities are funded and how they use the funding to serve the local population. This 
project resulted in two main changes in respect of the 2016-17 Local Government Accounting Code (Code) as follows: 
• Allowing local authorities to report on the same basis as they are organised by removing the requirement for the Service Reporting 

Code of Practice (SeRCOP) to be applied to the Comprehensive Income and Expenditure Statement (CIES); and 
• Introducing an Expenditure and Funding Analysis (EFA) which provides a direct reconciliation between the way local authorities are 

funded and prepare their budget and the CIES. This analysis is supported by a streamlined Movement in Reserves Statement 
(MIRS) and replaces the current segmental reporting note. 

As a result of these changes, a retrospective restatement of the CIES (cost of services), EFA and MiRS is required from 1 April 2016 in 
the Statement of Accounts.

The new disclosure requirements and restatement of accounts require compliance with relevant guidance and the correct application of 
applicable Accounting Standards.

Though less likely to give rise to a material error in the financial statements, this is an important material disclosure change in this 
year’s accounts, worthy of audit understanding.

— Preliminary assessment and work undertaken

Finance staff have a good understanding of the new requirements and given early consideration to how the 2016-17 financial 
statements will be presented. We discussed the key changes with them as part of planning. We will review the new presentation
including restatement of the prior period during our final audit visit.
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The PCC and CC have a clear 
understanding of the issues 
we have raised and has 
responded appropriately. 

We have included a further 
area of focus in relation to the 
use of a new ledger for 2016-
17. 

We will revisit these areas 
during our final accounts 
audit.

Those risks with less likelihood of giving rise to a material error but which are nevertheless worthy of audit understanding.

Other areas of focus
Section three – Financial statements 

£

Use of new general ledger

— Area

In 2016-17 as part of the Strategic Alliance, the PCC and CC began to use the general ledger operated by Devon and Cornwall PCC 
and CC. The use of new systems used to produce the financial statements requires close attention from management and auditors. 

— Preliminary assessment and work undertaken

We have made enquiries about the transfer of data to the new ledger and the procedures undertaken by client staff to ensure this was 
accurate and complete. As we already have an understanding of Devon and Cornwall PCC and CC’s general ledger from prior audits, 
we confirmed whether this control environment had undergone any changes to accommodate the financial information of Dorset PCC 
and CC.

Staff within the Strategic Alliance have undertaken work to ensure that the data migration was successful and that the new 
arrangements are working effectively. We are reviewing this to inform our overall risk assessment. 
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We identified a number of 
specific VFM risks during our 
planning work. 

We have undertaken some 
work to date in response 
these risks.

Key findings

Below we set out our preliminary findings in respect of those areas where we have identified a residual audit risk for our VFM conclusion. 

We will report our final conclusions in our ISA 260 Report 2016/17. 

Specific VFM risks
Section four – VFM conclusion 

Medium Term Financial Plan

— Risk

The PCC is responsible for delivering a balanced budget. The robustness of the MTFP is critical to the effective identification of any 
required savings and consequently any actions that the PCC and CC need to take to secure those savings. 

— Preliminary assessment and work undertaken

We have reviewed the historical accuracy of the MTFP and the reasonableness of the assumptions underpinning the current plan.
There are no findings at present that would impact on the VFM opinion. 

Workforce Planning

— Risk

Staff costs represent a large proportion of the PCC’s and CC’s cost base. Effective workforce planning is essential to achieving a 
balanced budget. 

— Preliminary assessment and work undertaken

We have begun our review of workforce planning and will complete this during our final audit. There are no findings at present that 
would impact on the VFM opinion. 
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We identified a number of 
specific VFM risks during our 
planning work. 

We have undertaken some 
work to date in response 
these risks.

Specific VFM risks (cont.)
Section four – VFM conclusion 

Strategic Alliance with Devon & Cornwall Police

— Risk

The realisation of savings arising from the alliance will be critical to the PCC and CC achieving the objectives of the Medium Term 
Financial Plan. 

— Preliminary assessment and work undertaken

We have reviewed the progress in implementing business cases to date, and the actions being taken to maximise the effectiveness of 
the proposals to achieve the cost savings required while maintaining service levels. There are no findings at present that would impact 
on the VFM opinion. 
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We have given each recommendation a risk rating and agreed what action management will need to take. 

The PCC and CC should closely monitor progress in addressing specific risks and implementing our recommendations.

We will formally follow up these recommendations next year.

Key issues and recommendations
Appendix 1

Priority rating for recommendations

 Priority one: Issues that are 
fundamental and material to your 
system of internal control. We 
believe that these issues might mean 
that you do not meet a system 
objective or reduce (mitigate) a risk.

 Priority two: Issues that have an 
important effect on internal controls 
but do not need immediate action. 
You may still meet a system 
objective in full or in part or reduce 
(mitigate) a risk adequately but the 
weakness remains in the system. 

 Priority three: Issues that would, if 
corrected, improve the internal 
control in general but are not vital to 
the overall system. These are 
generally issues of best practice that 
we feel would benefit you if you 
introduced them.

No. Risk Issue and recommendation Management response/responsible officer/due date

1  Authorisation of journals
There is no formal authorisation process which requires 
journals to be approved by a separate person to the 
preparer before being posted to the general ledger. This 
increases the risk of journal errors. 

Recommendation

Configure the finance system to require a journal 
approver as well as a journal preparer and grant 
appropriate permissions to those roles.  

A retrospective review and approval of journals between 
1st April to date will be undertaken. We are in the 
process of looking at the most efficient way of processing 
journals whilst ensuring the accuracy of them.

Lucinda Hines



16

Document Classification: KPMG Confidential

© 2017 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”),
a Swiss entity. All rights reserved.

The Authority has 
implemented all of the 
recommendations raised 
through our previous audit 
work.

Appendix 2

This appendix summarises the progress made to implement the recommendations identified in our ISA 260 Report 2015/16.

Follow-up of prior year recommendations

Number of recommendations that were: 

Included in original report 1

Implemented in year or superseded 1

Remain outstanding (re-iterated below) 0

No. Risk Issue and recommendation Officer responsible and due date Status as at May 2017

2  Revaluation of Assets

The valuation process of assets is 
performed to be effective as at the 
start of the year, thus the asset 
values may have moved significantly 
by year end.

Recommendation

Undertake property asset valuations 
as close as possible to the year end 
to reduce the risk of material 
misstatement

Richard Bates, due by 31/03/2017. Implemented. The 2016/17 
financial statements will be based 
on valuations as at 1 January 2017. 
This will be supplemented by a 
review post-year end to confirm 
whether any significant movements 
in value have taken place in the 
final three months of the year.
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