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This sector briefing is one of the ways that 
we support you and your organisation 
in an environment that is constantly 
changing and evolving.

It covers issues which may have an impact 
on your organisation, the Police sector, 
and the audits that we undertake.

The briefings are produced by our public 
sector audit specialists within EY’s 
national Government and Public Sector 
(GPS) team, using our public sector 
knowledge, and EY’s wider expertise 
across UK and international business. 

The briefings bring together not only 
technical issues relevant to the Police 
sector but wider matters of potential 
interest to you and your organisation.

Links to where you can find out more on 
any of the articles featured can be found 
at the end of the briefing. 

We hope that you find the briefing 
informative and should this raise any 
issues that you would like to discuss 
further please contact your local 
audit team.
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Government and economic news

EY Item Club 
The latest EY Item Club forecast (Autumn 2016) focuses on 
the United Kingdom’s decision to leave the European Union 
and highlights that it believes the relatively small impact on the 
economy to date may be deceptive. The Sterling’s performance 
could be an indication that troubles lie ahead.

At the moment, growth in the economy is being driven entirely 
by the consumer, supported by rising employment and real 
wages, as well as ultra-low interest rates. However, sterling’s 
devaluation will push inflation up to 2.6% temporarily next 
year. With average earnings still subdued, which will slow the 
consumer. In the meantime, many firms have put investment and 
recruitment on hold whilst they assess the likely impact of the 
Article 50 negotiations on their business and consider their long-
term options.

Policy uncertainty is feeding through into lower levels of business 
confidence which we expect to translate into lower investment in 
2017. This together with a squeeze on margins from input cost 
inflation and a tightening labour market in some areas is leading 
to investment projects that are seen as marginal either being 
cancelled or delayed, with some of this capital being diverted to 
other geographies.

Now is the time to update strategies and associated business 
plans to reflect the slowing macro-environment and emerging 
policy outlook. Slowing growth and rising inflation together with a 
depreciating currency which could negatively impact the economy.

Treasury Confirms Public Sector Pay Offs to be 
Capped at £95,000
The Treasury have confirmed that public sector exit packages will 
be capped at £95,000. The announcement follows a consultation 
period which heard replies from over 350 interested parties. The 
changes will apply to the majority of the five million public sector 
workers. Reflecting on the announcement the Treasury noted 
that the reduction in exit packages across the public sector would 
result in significant savings but would still offer a comparable and 
competitive settlement process similar to that in the private sector.

The proposals include the following:

 ► A cap on the salary level at which exit packages can be 
calculated. It is likely that this will fall in line with the current 
NHS cap of £80,000

 ► The tariff for calculating exit packages will be based on three 
weeks’ pay per year of service with a maximum of 15 months 
being the cap 

 ► A clawback proposal would also come into effect which would 
mean that anyone returning to a public service post soon after 
leaving with an exit package would be required to repay their 
redundancy payment
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Government and economic news

Police Transformation Bids Win £23mn in Home 
Office Funding
The Home Secretary has awarded £23mn in Innovation Funding 
to a total of 9 Police Forces in England. A number of these are in 
support of collaborative arrangements between forces with strong 
collaborative arrangements in place who want to take further 
benefit from those arrangements.

The Awards made are for 2016–17 and also 2017–18 and support a 
range of different initiatives including:

 ► Procurement collaboration

 ► Collaborative technical infrastructure supporting shared 
service capability for the South East region

 ► Seven Force Strategic Collaboration Programme

 ► Regional pilot for undercover resources to combat online Child 
Sexual Exploitation

Public Sector Borrowing
Public sector borrowing for August has decreased by £0.9bn to 
£10.5bn compared with the same month last year. This is due 
largely to a decrease in central government net borrowing of 
£0.4bn as well as a fall in local government borrowing of £0.2bn.

Public sector net debt at the end of August was £1,621.5bn which 
is equivalent to 83.6% of UK GDP. This is an increase of £52bn 
compared with August 2015.

The latest figures come two months after the vote to leave the 
European Union in June.

Government and economic news

Barclays Changes LOBO Loans to Fixed 
Rate Loans
Following a period of public scrutiny Barclays has changed its 
Lender Option Borrower Option (LOBO) Loans to Councils and 
Local Authorities to a fixed rate basis. The LOBO’s had initially 
been offered at lower rates than the other main source of public 
sector funding the Public Works Loan Board (PWLB) however 
Barclays always retained the right to adjust the interest rate. This 
had come under scrutiny and it was argued didn’t offer value 
for money for taxpayers. A series of objections by local electors 
have been made to the 2015-16 accounts of 24 local authorities 
that have taken out LOBO loans. The objections predominantly 
argued that the decision to take out LOBO loans was irrational 
and unreasonable, and thereby unlawful. Appointed auditors are 
currently considering these objections under the legal framework 
for objections contained in the Local Audit and Accountability 
Act 2014.

Under the changes Barclays has stated that over 100 local 
authorities and housing associations will benefit from the change. 
It will also give such bodies much more certainty over their 
finances in the future as it will remove an element of uncertainty 
attached with the nature of the loans by locking the loans in at a 
fixed rate for the duration of the loans. Barclays said that clients 
impacted had been notified of the change in June 2016.
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Government and economic news

Police Recorded Crime and Open Data Tables
The latest statistics on Police Recorded crime are now available 
from the Home Office website. The data tables offer users the 
ability to be able to review statistics at a Force level and by 
crime type. The data tables can be used to access the following 
information on recorded crime:

 ► Police Recorded Crime

 ► Crime Outcomes

 ► Transferred/Cancelled Records (formerly ‘no-crimes’)

 ► Offences Involving Knives or Sharp Instruments

 ► Hate Crime

The data tables come with a number of user instructions to 
facilitate data manipulation. Importantly the guidance also 
provides some historical context into changes in how crime and 
different types of crime have been and are currently recorded. 
This is important where users are looking at historical trends, 
as it could mean that these trends have been impacted by a key 
change in the process for recording the crime, and importantly 
the categorisation of the crime. Crime figures are provided at the 
Police Force Area (PFA) and the Community Safety Partnership 
(CSP) Level. It should also be noted that data for the British 
Transport Police is not included within the statistics.

Police Workforce England and Wales 2016
The latest statistics on Police workforce numbers as at 
31 March 2016 are now available from the Home Office website. 

Key Findings from the report include:

 ► Total Police workforce numbers across the 43 Police Forces 
in England and Wales as at 31 March 2016 stood at 200,922. 
This was a decrease of nearly 7,000 officers or 3.3%

 ► The number of police officers fell by 2.5% on the previous 
year to 124,066. In terms of trends this was a larger fall than 
the previous two years but not as large as the three year 
prior to that

 ► The number of actual officers in frontline roles has dropped 
from 110,853 in the year to 31 March 2015 to 106,411 
in the year to March 2016. It should be noted that the 
total proportion of officers in frontline roles has remained 
stable at 93.4%

 ► Dismissals (up 5%) and voluntary resignations (up 11%) 
increased compared with 2014/15. This upward trend in 
these areas is a similar direction of travel to that seen in 
previous years

 ► There was some positive news on the number of Black Minority 
and Ethnic (BME) officers. 5.9% of officers were BME with 
this figure being the highest in 10 years. This was further 
reinforced by some 12.1% of joiners being BME

 ► There was also positive news in respect of the number and % of 
female police officers with 28.6% of all officers being female. 
Again this was the highest in the last 10 years and similar to 
BME officers is also reinforced further by some 31.2% of all 
joiners being female

 ► In terms of officer wellbeing however there was a large 
increase in the number of police officers currently out of 
service and designated as long term sick. As at the end of 
March 2016 the number stood at 2429 police officers. This 
was an 11% increase from the previous year and accounts for 
approximately 2% of all police officers in England and Wales
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PSAA as Appointing Person
In July 2016, the Secretary of State for Communities and Local 
Government specified PSAA as an appointing person under 
regulation 3 of the Local Audit (Appointing Person) Regulations 
2015. This means that PSAA can make auditor appointments for 
audits of the accounts from 2018/19 of principal authorities that 
choose to opt into its arrangements.

Appointments for 2018/19 must be made by 31 December 2017.

Details of the scheme as well as a timetable will be available soon.

Governing Culture: practical considerations for 
the board and its committees
Corporate culture has been a hot topic for many years now and 
we are finding Boards and Audit Committees are starting to 
question more and more how they can ensure proper oversight. 
The EY Corporate Governance team have prepared a report that 
summarises the findings of the recent EY and FT board survey on 
culture and their own work at individual organisations.

We would define culture as the collective values and beliefs that 
exist in an organisation, or parts of an organisation, that inform 
and influence behaviours, actions and decision making. Culture 
can then be split into four organisational pillars:

 ► Political architecture: Where does power lie and how is it used?

 ► Performance architecture: How do economic and performance 
objectives drive behaviour?

 ► Social architecture: What values govern relationships and what 
behaviours do these drive?

 ► Operational architecture: How do organisational frameworks, 
systems and processes affect behaviour?

Audit committees have a unique role to play in the governance of 
culture, which can directly affect internal control processes, risk 
management and the integrity of the financial statements. The 
Corporate Governance team included the following key messages 
for the audit committee:

 ► The audit committee should understand how culture can 
impact the effectiveness of risk mitigation strategies and 
support decision making throughout the company in line with 
the risk appetite determined by the board

 ► The committee should consider the cultural context 
for performance and results and the integrity of the 
financial statements

 ► Data analytics can help the committee create a picture of 
culture throughout the company, including across international 
locations. This data should form part of the overall analysis 
that is used to drive further assurance and oversight efforts

 ► The committee should be aware of cultural factors that 
can influence the relationship with the external auditor. It 
should use internal audit as a resource for monitoring and 
championing the desired culture throughout the organisation

If you have any questions on culture or corporate governance 
then please speak to your external audit team who will be able to 
provide information on the various pieces of work we have done, 
and could do, for your organisation. 

Accounting, auditing and governance
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Regulation news

Gender Pay Gap
Subject to the approval by Parliament the regulations for 
mandatory reporting on the gender pay gap will come into force 
during October 2016. However, employers will have around 18 
months from commencement to publish the required information 
for the first time.

Employers with 250 or more employees will fall within the scope of 
the regulations.

Pay

The regulations will require employers to publish their overall 
mean and median gender pay gaps as they are complementary 
indicators. As well as giving employers a better understanding 
of any pay gaps identified, this will facilitate comparisons with 
national and international figures.

Bonus

Employers within scope will need to publish the difference between 
the mean bonus payments paid to men and women (regulation 6). 
The mean takes into account the full distribution of bonuses paid 
by an employer. Only those employees who receive 10 bonuses 
should be included in the calculation. Employers will also be 
required to publish the proportion of male and female employees 
that received a bonus.

Salary Quartiles

Employers will be required to report on the number of men and 
women in each quartile of their pay distribution (regulation 7). 
Quartiles split into four equal groups, where each group contains 
a quarter of the data. Employers will calculate their own salary 
quartiles based on their overall pay range. The objective is to 
identify the numbers of women and men in each quarter by the 
overall pay distribution. This is straightforward to produce and 
will help employers consider where women are concentrated in 
terms of their remuneration, and if there are any blockages to 
their progression.

Impact

This is not yet a disclosure requirement but is something that could 
emerge in the future.

HMIC Revisits best use of Stop and Search 
Practices
HMIC has revisited 13 forces which were found in the initial 
assessment to be non-compliant with the Best use of Stop and 
Search (BUSS) Practices. Following review and evidence of clear 
improvement the 13 Forces have all now been re-certified as being 
in compliance with BUSS



7 |  Police sector Audit Committee briefing  

Public Views of Policing in England and Wales
HMIC commissioned IPSOS MORI to undertake some public 
research to understand the views of the public on a number of 
different aspects of policing in England and Wales.

The research focused on four key themes:

 ► Local Policing

 ► Cybercrime

 ► Engagement

 ► Feeling Safe

Over 25,000 contributed to the report and the findings were 
recently published in the HMIC Report ‘Public Views of Policing 
in England and Wales.’ Respondents were sought in each of the 
43 Police Forces across England and Wales and the output from 
the findings will help HMIC inform their PEEL 2016 Assessments.

Some of the headline messages from the report include:

 ► 74% of people who responded said that they felt safe in their 
local area after dark

 ► Three times as many people are satisfied with local policing in 
their area as are dissatisfied (52% satisfied vs 17% dissatisfied)

 ► 76% of people said they would be interested in finding out 
more about local policing whilst 6 out of 10 people surveyed 
acknowledged that they had not done anything to find out 
about local policing

 ► Satisfaction levels in the police for those who had been in 
contact with the police were 62%

 ► People were twice as likely to speak positively about their local 
police force

 ► Very few of the people surveyed (< 0.5%) had been a victim or 
witness to cyber crime 

Regulation news
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Key questions for the Audit Committee

What questions should the Audit Committee ask itself?

What actions are being taken to consider the impact of the UK’s 
decision to leave the European Union?

Are we ready for the changes to exit package calculations?

How successful was your local Force in the recent round of 
Transformation Bids? 

Did your organisation have a Barclays LOBO and if so have the 
impact of the changes made by Barclays been considered? 

Do we have procedures in place to appoint an external auditor 
before 31 December 2017?

How thoroughly has the committee discussed the impact of culture 
on risk, risk management and the internal control environment?

How does your local Force score in the HMIC Report ‘Public Views 
of Policing in England and Wales?

Are there systems in place to be able to calculate the gender pay 
gap, ensuring your organisation is prepared if this does become a 
requirement?
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Find out more

EY Item Club 

http://www.ey.com/uk/en/issues/business-environment/financial-
markets-and-economy/item---forecast-headlines-and-projections

Pay Offs Capped at £95,000

http://www.publicfinance.co.uk/news/2016/09/treasury-confirms-
public-sector-pay-offs-be-capped-ps95k

Police Transformation Bids

http://www.publicfinance.co.uk/news/2016/08/police-
transformation-bids-win-ps23m-home-office-funding

Public Sector Borrowing

http://www.publicfinance.co.uk/news/2016/09/public-sector-
borrowing-falls-august

Barclays Changes LOBO Loans to Fixed Rate Loans

http://www.publicfinance.co.uk/news/2016/09/barclays-ditches-
lobo-loans

Police Recorded Crime and Open Data Tables

https://www.gov.uk/government/statistics/police-recorded-crime-
open-data-tables

Police Workforce England and Wales 2016

https://www.gov.uk/government/statistics/police-workforce-
england-and-wales-31-march-2016

PSAA as Appointing Person

http://www.psaa.co.uk/2016/08/news-release-psaa-specified-as-
appointing-person/

Governing Culture: practical considerations for the board and 
its committees

http://www.ey.com/uk/en/issues/governance-and-reporting/
corporate-governance/ey-governing-culture---practical-
considerations-for-the-board-and-its-committees

Gender Pay Gap

https://www.gov.uk/government/uploads/system/uploads/
attachment_data/file/504398/GPG_consultation_v8.pdf

HMIC Stop and Search

http://news.npcc.police.uk/releases/hmic-re-visits-show-improved-
best-use-of-stop-and-search-practices

Public Views on Policing in England and Wales

http://www.justiceinspectorates.gov.uk/hmic/publications/public-
views-policing-england/
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