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required to consider, nor have we \ T'\ o 4 Appendix C - Follow-up of previous recommendations 31
considered, whether all aspects of the ' /

Authority’s arrangements for securing

economy, efficiency and effectiveness in

its use of resources are operating

effectively.

The contents of this report relate only to those matters which came to our attention during the conduct of our normal audit procedures which are designed for the purpose of completing our work under the NAO
Code and related guidance. Our audit is not designed to test all arrangements in respect of value for money. However, where, as part of our testing, we identify significant weaknesses, we will report these to you.
In consequence, our work cannot be relied upon to disclose all irregularities, or to include all possible improvements in arrangements that a more extensive special examination might identify. We do not accept
any responsibility for any loss occasioned to any third party acting, or refraining from acting, on the basis of the content of this report, as this report was not prepared for, nor intended for, any other purpose.

Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: 30 Finsbury Square, London, EC2A 1AG. A list of members is available from our registered
office. Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority. Grant Thornton UK LLP is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are
not a worldwide partnership. Services are delivered by the member firms. GTIL and its member firms are not agents of, and do not obligate, one another and are not liable for one another’s acts or omissions.
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Introduction

Purpose of the Auditor’s Annual Report

This report brings together a summary of all the work we have undertaken for Lancashire Combined Fire Authority (“the Authority”) during 2023/24%
as the appointed external auditor. The core element of the report is the commentary on the Value for Money (VM) arrangements.

The Authority is responsible for Lancashire Fire and Rescue Service (“LFRS”). All Fire and Rescue Authorities are responsible for putting in place
proper arrangements to secure economy, efficiency and effectiveness in the use of their resources. This includes taking properly informed decisions
and managing key operational and financial risks so that they can deliver their objectives and safeguard public money. The Authority’s
responsibilities are set out in Appendix A.

Fire & Rescue Authorities report on their arrangements, and the effectiveness of these arrangements as part of their annual governance statement.

Responsibilities of the appointed auditor

Opinion on the financial statements Value for money Auditor powers
Auditors provide an opinion on the financial statements We report our judgements on whether Auditors of a local authority
which confirms whether they: the Authority has proper arrangements have a duty to consider

in place regarding arrangements under whether there are any issues

* give a true and fair view of the financial position of

fhe Authority as at 31 March 2024 and of its the three specified criteria: arising during their work that

require the use of a range of

expenditure and income for the year then ended, and * financial sustainability .
auditor’s powers.
* have been properly prepared in accordance with the * governance Th
t out
CIPFA/LASAAC Code of practice on local authority o ) ioi 4 Geseeéo\c/)\/\;\;ﬁrz cg;emsriezijofnon
accounting in the United Kingdom 2023/24 mproving economy, etficiency an pag J
effectiveness whether any of these powers
* have been prepared in accordance with the The Value for M dit have been used during this
requirements of the Local Audit and Accountability Act € Value Tor loney auditor . audit period.
2014 responsibilities are set out in Appendix B.

We also consider the Annual Governance Statement and
undertake work relating to the Whole of Government
Accounts consolidation exercise.

© 2024 Grant Thornton UK LLP. Lancashire Combined Fire Authority - Interim Auditors Annual Report | September 2024 3
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Executive summary

Under the National Audit Office (NAO) Code of Audit Practice (‘the Code'), we are required to consider whether the Authority has put in place

proper arrangements to secure economy, efficiency and effectiveness in its use of resources. The NAQ, in its consultation of February 2024, has @
indicated that it will in future require auditors to share a draft Auditors Annual Report (“the Report”) with those charged with governance by a

nationally set deadline each year and for the audited body to publish the Report thereafter. The outcome of the NAO’s consultation on the Code is

dependent upon the decisions made by the new government elected on 4 July 2024. As o firm, we are committed to reporting the results of our We have substantially completed our
local audit work on as timely a basis as possible. We are therefore sharing this report with you in advance of the National Audit Office’s new Code  gudit of your financial statements and
being introduced. In the event that any new audit requirements are introduced when the Code is published, we will revisit these before finalising anticipate issuing an unqualified audit
this report. Our summary findings are set out below. Our recommendations and management responses are summarised in the section starting opinion, following the Audit Committee
on page 22. meeting on 26 September 2024. Our
findings are set out in further detail on

Financial sustainability

page 8.

At the risk planning stage, we identified a potential significant weakness in arrangements in relation to the Authority's level and use of
reserves to manage its financial position, which was the subject of a key recommendation in 2022/23. However, our work found that the
Authority has addressed the significant weaknesses in arrangements identified in 2022/23. The Authority has approved a balanced
revenue budget and Medium Term Financial Strategy to 2028/29. Budget gaps have been identified, and the Authority plans to mitigate
these using adjustments to revenue contributions to capital in the short term, and efficiency savings in the medium term. A plan to
deliver £2.6 million of efficiency savings in 2026/27 is in development. We have identified some opportunities to improve the
arrangements for mitigating budget gaps, as set out on page 14.

The MTFS approved by the Authority in February 2024 forecasts that the Authority's general reserves will be maintained at £4.8 million or
higher over the next five years. This is above the minimum balance determined as being appropriate by the Chief Finance Officer, set at
£3.75 million (approximately 5% of the net revenue requirement].

We have not identified any areas of significant weakness in arrangements.

Governance

In general, we found that that the Authority's governance arrangements were appropriate. The Authority takes assurance from risk
management processes, effectiveness of internal controls, decision making processes, arrangements to ensure appropriate standards
are met and arrangements to prevent and detect fraud.

Our work has not identified evidence of significant weaknesses within the arrangements in place but we continue to identify
opportunities for improvements in governance arrangements and as such, we have raised seven improvement recommendations, some
of which relate to issues raised in prior years.

Improving economy, efficiency and effectiveness

e
@* We found examples of good practice in the Authority's approach to learning from other organisations and from HMICFRS inspections
and the Authority has well established arrangements for monitoring its performance against KPIs set out in the Annual Service Plan. The
Authority has demonstrated that it reviews and challenges strategic priorities and cost-effectiveness, through the Emergency Cover
Review which began to be implemented in 2023/24.

We identified two opportunities for the Authority to improve its arrangements in this area. In particular, the Authority should implement a .
framework for structured and consistently applied contract management for all key service contracts. We have not identified any areas

of significant weakness in arrangements.
© 2024 Grant Thornton UK LLP. Lancashire Combined Fire Authority - Interim Auditors Annual Report | September 2024 5
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Executive summary (continued)

Overall summary of our Value for Money assessment of the Authority’s arrangements
Auditors are required to report their commentary on the Authority arrangements under specified criteria and 2023/2Y4 is the fourth year that these arrangement have been in place.

The contents of this report relate only to those matters which came to our attention during the conduct of our normal audit procedures which are designed for the purpose of completing our
work under the NAO Code and related guidance. Our audit is not designed to test all arrangements in respect of value for money. However, where, as part of our testing, we identify significant
weaknesses, we will report these to you. In consequence, our work cannot be relied upon to disclose all irregularities, or to include all possible improvements in arrangements that a more
extensive special examination might identify. A summary of our judgements are set out in the table below.

_—_ 2022/23 Auditor judgement on . N Direction
Criteria / uditor judg 2023/24 Risk assessment 2023/24 Auditor judgement on arrangements ! :
arrangements of travel
A significant weckn.ess L Our risk assessment identified a
arrangements was identified in otential significant weakness in
relation to the Authority’s level and P gnit . No significant weaknesses in arrangements identified, but one
. . . arrangements in relation to the . . s
Financial use of reserves to manage its e improvement recommendation has been made to support the Authority in
N . . o Authority's level and use of reserves A . . . . -
sustainability financial position. One key N . o . improving arrangements relating to efficiency savings. The
- to manage its financial position. This - . . .
recommendation and one . recommendation relates to reporting of planned and achieved savings.
improvement recommendation was the subject of a key
P recommendation in 2022/23.
made.
No significant weaknesses in No significant weaknesses in arrangements identified, but seven
arrangements identified, but five ~ No risks of significant weakness improvement recommendations have been made to support the Authority
Governance A . . - A . - ; . o - .
improvement recommendations identified. in continuing to improve its arrangements. More detail is provided in the
made. detailed findings section of this report which starts on page 15. “
] o ) No significant weaknesses in arrangements identified, but two
Improving No significant \./veok.n.esses mn- ] o improvement recommendations have been made to support the Authority
economy, i Crrongements identified, bu.t five _NO r|s.k.s of significant weakness A in continuing to improve its arrangements. More detail is provided in the
efficiency and improvement recommendations identified. detailed findings section of this report which starts on page 19. “
effectiveness made.

G | No significant weaknesses in arrangements identified or improvement recommendation made.

A No significant weaknesses in arrangements identified, but improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendations made.

© 2024 Grant Thornton UK LLP. Lancashire Combined Fire Authority - Interim Auditors Annual Report | September 2024 6
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Opinion on the financial statements

Audit opinion on the financial statements

At the time of writing our audit is ongoing. We anticipate issuing an unqualified opinion
on the Authority’s financial statements on.

The full opinion will be included in the Authority’s Annual Report for 2023/24, which can
be obtained from the Authority’s website.

Grant Thornton provides an independent opinion on whether the
Authority’s financial statements:

* give atrue and fair view of the financial position of the Authority as at 31 March
2024 and of its expenditure and income for the year then ended, and

* have been properly prepared in accordance with the CIPFA/LASAAC Code of
practice on local authority accounting in the United Kingdom 2023/214

* have been prepared in accordance with the requirements of the Local Audit and
Accountability Act 2014.

We conducted our audit in accordance with:

* International Standards on Auditing (UK)

*  the Code of Audit Practice (2020) published by the National Audit Office, and
* applicable law

We are independent of the Authority in accordance with applicable ethical
requirements, including the Financial Reporting Council’s Ethical Standard.

© 2024 Grant Thornton UK LLP.

Findings from the audit of the financial statements

The national deadline for providing unaudited accounts was 31 May 2024. The
Authority provided draft accounts on 5 August 2024.

Draft financial statements were of a reasonable standard and supported by detailed
working papers.

Audit Findings Report

We report the detailed findings from our audit in our Audit Findings Report. This will
be presented to the Authority’s Audit Committee on 26 September 2024. Requests for
the Audit Findings Report should be directed to the Authority.

Lancashire Combined Fire Authority - Interim Auditors Annual Report | September 2024 8
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Use of auditor's powers

We bring the following matters to your attention:

2023/24

Statutory recommendations We did not make any written

recommendations under Schedule 7 of
Under Schedule 7 of the Local Audit and Accountability Act 2014, auditors can make written recommendations to the audited body which  the | ocal Audit and Accountability Act

need to be considered by the body and responded to publicly. 2014,

Public Interest Report We did not issue a public interest report.

Under Schedule 7 of the Local Audit and Accountability Act 2014, auditors have the power to make a report if they consider a matter is
sufficiently important to be brought to the attention of the audited body or the public as a matter of urgency, including matters which may
already be known to the public, but where it is in the public interest for the auditor to publish their independent view.

Application to the Court We did not make an application to the

Court.
Under Section 28 of the Local Audit and Accountability Act 2014, if auditors think that an item of account is contrary to law, they may apply

to the court for a declaration to that effect.

Advisory notice We did not issue any advisory notices.

Under Section 29 of the Local Audit and Accountability Act 2014, auditors may issue an advisory notice if the auditor thinks that the
authority or an officer of the authority:

is about to make or has made a decision which involves or would involve the authority incurring unlawful expenditure,

is about to take or has begun to take a course of action which, if followed to its conclusion, would be unlawful and likely to cause a loss
or deficiency, or

is about to enter an item of account, the entry of which is unlawful.

Judicial review We did not make an application for

judicial review.
Under Section 31 of the Local Audit and Accountability Act 2014, auditors may make an application for judicial review of a decision of an :

authority, or of a failure by an authority to act, which it is reasonable to believe would have an effect on the accounts of that body.

© 2023 Grant Thornton UK LLP. Confidential and information only. AN Other Council - Auditors Annual Report | August 2023 9
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The current landscape

It is within this context that we set out our commentary on the Authority’s value for money arrangements in 2023/24 and make
recommendations where any significant weaknesses or improvement opportunities in arrangements have been identified.

National context

@ The Fire and Rescue sector in England remains challenged. In recent years, generationally
significant levels of inflation have put pressure on revenue and capital expenditure, whilst
demand for services has remained high with the sector seeing increasing demand stemming
from emergencies relating to climate change. At the same time, uncertainty over funding
levels following a series of single year funding settlement announcements from central
government has impacted Fire and Rescue Services’ ability to plan for the future.

In 2022, a Fire Reform White Paper was published which introduced the possibility of
changes to governance arrangements in the Fire and Rescue sector. In 2023, the Minimum
Service Levels Act was introduced, which has significant implications for the workforce of
Fire and Rescue Services.

Following a change of government in July 2024, the content and timing of future changes
to government policy relating to the Fire and Rescue sector, including the potential reversal
of the Minimum Service Levels Act, are at present uncertain.

SEE Local context

Lancashire Combined Fire Authority (“the Authority”) is responsible for Lancashire Fire and
Rescue Service, which serves a population of 1.562 million residents over an area of 1,184
square miles. The Authority operates under a Combined Fire and Rescue Authority model,
made up of 25 elected Members from the three local Councils (Lancashire County Council,
Blackpool Councill and Blackburn with Darwen Borough Council). The Authority Members
direct the purpose, objectives, priorities and values of the Authority and are responsible for
the provision of an effective and efficient Fire and Rescue Service for Lancashire.
Lancashire Fire and Rescue Service (“LFRS”) is led by the Chief Fire Officer, who is
responsible for leading the service, providing direction and improvement as well as
providing advice to the Authority Members to support informed decision making.

The Authority has established a Community Risk Management Plan for the five years from W o
2022 to 2027. The plan sets out the aims, priorities and values of the Authority and provides

details of how LFRS will achieve its aim of making the county safer, based on levels of risk

and demand across Lancashire.

© 2024 Grant Thornton UK LLP. Lancashire Combined Fire Authority - Interim Auditors Annual Report | September 2024 1l
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Financial sustainability

We considered how

the audited body: Commentary on arrangements Assessment

The Authority has an approved budget in place for 2024/25 which is part of the refreshed the Medium Term Financial Strategy (“MTFS”)
covering the five years to 2028/29. We raised a key recommendation in 2022/23 that the Authority should develop a plan to address its general
reserve position and curtail the use of reserves to balance its financial position, and to continue to take steps to control expenditure and deliver
sustainable savings. Based on our review of the Authority's financial plans, we have concluded that the Authority has adequately addressed this

ensures that it identifies oll  "@commendation and have not raised any key or improvement recommendations in this area.

the S|gn|f|cint f|nonc||o| The Authority recorded an overspend of £0.4 million of the revenue budget in 2023/24 (0.6% of the total revenue budget of £68.2 million). This
fc:?;sg;isrttoigon:ee;e}uen:?nt compares favourably to the revenue outturn in 2022/23 when there was an overspend of £1.9 million, 3% of the revenue budget. The overspend G
term plans and builds these WOS partly attributable to a delay in implementing operational changes following the 2022 Emergency Cover Review, when more time was

into them: needed to address concerns and queries from firefighters about the proposed changes. The changes have now been implemented and the

savings are expected to be achieved in 2024/25.

The MTFS approved by the Authority in February 2024 forecasts that the Authority's general reserves will be maintained at a level of at least £1
million above the minimum balance determined as being appropriate by the Chief Finance Officer, £3.76 million (approximately 5% of the net
revenue requirement).

The Authority achieved £1.8 million of the planned £1.9 million of efficiency savings in 2023/24. The shortfall was caused by a delay in the
achievement of savings from the implementation of the 2022 Emergency Cover Review, which were partly offset by additional interest income
and other savings not included in the plan.

For 2024/25, the Authority has identified a budget gap of £1.5 million and plans to bridge this gap by reducing the revenue contribution to
plans to bridge its funding  capital expenditure. A further £0.6 million reduction in the revenue contribution to capital will be used to balance the budget for 2025/26. In this
gaps and identifies way, the Authority intends to avoid using the General Reserve to bridge any budget gaps over the short term. However, reductions in the A
achievable savings revenue contribution to capital in the short term will lead to increased borrowing to support the capital programme in the medium term and will

also will not tackle any underlying causes of cost inefficiencies. The Authority estimates that £2.5 million of efficiency savings will be required in

2026/27 to balance the revenue budget and support increasing levels of investment in capital projects . The Authority has begun to explore

options for future efficiency savings but at the time of writing these are at an early stage of development.

We have identified opportunities to improve the Authority’s arrangements relating to savings plans, as set out on page 14.

G  No significant weaknesses in arrangements identified or improvement recommendation made.

A No significant weaknesses in arrangements identified, but improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendations made.

© 2024 Grant Thornton UK LLP. Lancashire Combined Fire Authority - Interim Auditors Annual Report | September 2024 12
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Financial sustainability (continued)

We considered how

the audited body: Commentary on arrangements Assessment
The Authority's strategic objectives are set out in the Community Risk Management Plan 2022-27 (“CRMP”) and the Annual Service Plan
2024/25. Objectives are consistent with financial plans developed for 2024/25 and the MTFS. The MTFS is supported by a 10-year Strategic
Asset Investment Framework which includes plans for capital investment in operational buildings, vehicles, operational equipment and ICT which
plans finances to support s required to support the Authority's achievement of its strategic objectives. The MTFS and Strategic Asset Investment Framework are also
the sustainable delivery of clearly linked to the Treasury Management Strategy, reflecting the new borrowing required to fund capital investment in the later years of the
services in accordance MTES. G
with strategic and
statutory priorities In 2023/24, the Authority participated in financial benchmarking work coordinated by the National Fire Chiefs Council (“NFCC”). This work has
contributed to a better understanding of the higher cost areas of spend, where the Authority is potentially operating at a higher cost than other
similar Fire and Rescue Services. The work also identified areas of relatively lower cost for the Authority, compared to similar Fire and Rescue
Services.
ensures its financial plan is
consistent with other plans
such as workforce, capital, The Authority's annual planning process considers the requirements of the CRMP and Annual Service Plan, as well as the implications of the
investment and other 2022 Emergency Cover Review. Relevant non-financial information, such as workforce planning data, and the revenue implications of the G
operational planning which  Strategic Asset Investment Framework and supporting asset management strategies for property, estates and fleet, are reflected in the annual
may include working with budget and the MTFS .
other local public bodies as
part of a wider system
identifies and manages The Authority identifies financial risks through the analysis of variances between forecast outturn and the approved budget. Budget analysis
risks to financial resilience,  (including explanations for significant variances and details of mitigating actions identified) and associated risks to financial resilience are
e.g- unplanned changesin  reported to the Resource Committee, which meets quarterly.
demand, including G

challenge of the
assumptions underlying its
plans

The Authority has also identified external risks to its financial sustainability, such as uncertainty over future funding settlements from centrall
government, inflationary pressures and increased pension costs. Sensitivity analysis was used in the development of the 2024/25 budget and
MTES to illustrate the impact of varying key assumptions and the related financial risks.

G Nosignificant weaknesses in arrangements identified or improvement recommendation made.

A No significant weaknesses in arrangements identified, but improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendations made.

© 2024 Grant Thornton UK LLP.
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Area for improvement
Funding gaps and savings plans

Within the MTFS, planned adjustments to revenue contributions to capital and required efficiency savings needed to bridge budget gaps are reported as one line item.

Disaggregation of these items, on the basis of the significant differences in their nature and potential challenges in delivery, would increase transparency and clarity of plans.

Quarterly financial updates to the Resources Committee for 2023/24 provided some implicit information on savings performance, with underperformance of savings being
reported by exception where this impacted on delivery of the revenue budget. However, there was no specific reporting of performance against the planned savings target for

2023/24.

Whilst the plan to bridge the budget gap in 2024/25 and 2026/26 relies on reductions in the revenue contributions to capital and is therefore lower risk for delivery, a robust
framework of monitoring, reporting and oversight of progress against a phased plan for the delivery of £2.5 million of efficiency savings required in 2026/27 will help support
achievement of the significant savings target. This should include quality impact assessments where appropriate, and clear assignment of responsibilities and actions. The
Authority should continue to develop the efficiency savings plan prior to 2026/27, including consultations and costing of invest-to-save projects, so that delays in
implementation can be avoided and there are no unidentified savings at the start of the financial year.

Improvement recommendation 1:

The Authority should consider making improvements to the reporting of plans to bridge identified gaps in the revenue budget, and performance against savings and
efficiency plans, by:

* disaggregating efficiency savings from adjustments to revenue contributions to capital in the MTFS summary table; and

* reporting specifically on efficiency savings achieved as compared to the approved plan, within the quarterly financial update.

The Authority should continue development of its savings plan in advance of 2026/27, including consultations and costing of invest-to-save projects, so that delays in
implementation can be avoided. Savings plans should be subject to quality impact assessments where appropriate, and responsibilities for delivery of savings should be
clearly assigned.

Commercial in Confidence
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Governance

We considered how the Audited
Body: Commentary on arrangements Assessment

The Authority has arrangements in place to identify, understand and record risks, including updated Risk Management Policies
and Procedures approved by the Audit Committee in March 2024. The Audit Committee is responsible for the oversight of risks
captured in the Corporate Risk Register, but we have identified that Audit Committee papers provide only a summary of the
total data captured in the risk register, omitting other useful information included in the full version risk register. We have
identified opportunities to improve risk management arrangements as set out in the Improvement Recommendation on page 17.
assurance over the effective operation of We hCIVf% also identiﬁe:d an op!:)ortunit.g for the Authorit}cj to improve its arrangements by linking committee agendas and papers
internal controls, including arrangements to to key risks or stl.‘ateglc’objectlves, WhICh is good proctl.ce. ’ . A
prevent and detect fraud The Internal Audit function assesses risk at both strategic and operational levels, and provides annual assurance over the
adequacy of internal controls. A summary of progress against the annual Internal Audit plan is presented at each meeting of the
Audit Committee. We identified that oversight could be improved through more detailed reporting, and have raised an
Improvement Recommendation on page 17.
Our review found that the Authority has adequate arrangements for the prevention and detection of fraud, including
appropriate policies and procedures.

monitors and assesses risk and gains

The Authority has a well-established annual budgeting process, which links to the annual refresh of the MTFS. The revenue

budget is based on the prior year base budget, adjusted for changes identified by budget holders and challenged and

approved by senior management. The capital budget is based on approved asset management plans, which are subject to G
assessment of ongoing requirements. Bids for new capital projects are evaluated and prioritised by senior management. The

revenue and capital budgets are approved by the Authority each year in February.

approaches and carries out its annual budget
setting process

The Resources Committee receives quarterly financial update reports that present the forecast year-end position against the
ensures effective processes and systems are in  "€venue budget, alongside details of areas of projected under- or over-spending and a high-level summary of reasons for

place to ensure budgetary control; to variances. The report also includes a section on capital spending, providing a narrative update on the progress of projects in

communicate relevant, accurate and timely the capital program, as well as year-to-date and forecast spend for the year. However, the financial update report does not

management information; supports its present information on the revenue outturn for the year to date. In addition, the revenue and capital forecasts do not include an A
statutory financial reporting; and ensures analysis of the best and worst-case forecast outcomes. Including this information would enhance the information provided to

corrective action is taken where needed,

¢ Ve ) nwWhe . members, and we have reported this as an opportunity for improvement on page 17.
including in relation to significant partnerships

In addition to the quarterly financial update, two Treasury Management Reports are presented to the Resources Committee
each year to provide an update on the Authority’s borrowing and investment position.

G  No significant weaknesses in arrangements identified or improvement recommendation made.

A | No significant weaknesses in arrangements identified, but improvement recommendations made.
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Governance (continued)

We considered how the Audited
Body: Commentary on arrangements Assessment

The structure of the Authority and its Committees is outlined in the Constitutional, Procedural and Contractual Standing Orders
which were last updated in 2021. Each Committee has a Terms of Reference, and in 2022/23 we recommended that these should
be reviewed and updated to include conditions for quoracy. Although Terms of Reference were updated in June 2024 for the
Resources, Performance and Planning Committees, the update did not include conditions for quoracy and the Terms of
Reference for the Audit and Appeals Committee have not been reviewed since 2018. We therefore continue to identify this as an

ensures it makes properly informed decisions, .
area for improvement as set out on page 18.

supported by appropriate evidence and
allowing for challenge and transparency,

Based on our review of a sample of Authority and Committee papers, we conclude that decisions are supported by sufficiently
including from audit committee

detailed information to facilitate appropriate levels of challenge and debate. All papers are supported by a standard reporting
template, providing an overview of the action or decision to be made and a summary of risk, financial, equality and diversity,
environmental, legal and HR implications. We did not identify any evidence of inappropriate decision making. However, we have
identified an opportunity to improve the Authority's arrangements by mapping meeting agendas and papers to the strategic
objectives defined in the CRMP, as set out on page 18.

The Authority's governance arrangements are overseen by the Monitoring Officer and include the Constitution and Standing
Orders as well as supporting policies such as the Code of Conduct for Members, Code of Corporate Governance, Scheme of
Delegation, Financial Regulations, Contract Standing Orders, Whistleblowing Policy and Anti-Fraud Policy. In addition, LFRS
officers are subject to Service Orders which include policies relating to compliance with laws and regulations and standards of
monitors and ensures appropriate standards, behaviour. Itis cgnsidergd good practice for pO!iCieS.t.O be rfevieweol every thrfee years. However, we found that some policies
such as meeting legislative/regulatory had not been reviewed since 2018 and we have identified this as an opportunity to improve arrangements on page 18.
requirements and standards in terms of staff

and board member behaviour and where it
procures and commissions services.

Declarations of interest are a standing agenda item for all Authority and Committee meetings, and the Authority maintains A
registers of interests and gifts and hospitality.

The Authority's Procurement Strategy, was updated during 2023/24. Whilst Contract Standing Orders are in place, we note that
they have not been reviewed in full since 2018, although thresholds were updated in 2022. We also note that Internal Audit have
identified cases where Contract Standing Orders had not been adhered to, and we have included an Improvement
Recommendation with regards to this on page 18.

G No significant weaknesses in arrangements identified or improvement recommendation made.
A No significant weaknesses in arrangements identified, but improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendations made.
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Governance (continued)

Areas for improvement

Risk Management

The Corporate Risk Register included 31 risks as at May 2024. We found that
some of the risks included in the risk register were repetitive, with very similar
controls, exposures, impacts and actions identified. We would recommend
consolidation of these risks to reduce duplication which could lead to reduced
effectiveness of the risk register in communicating significant areas of risk.

The summary version of the Corporate Risk Register provided to the Audit
Committee omits useful information such as risk triggers, impacts,
responsibility and timing of actions, residual risk score and risk owner, which
is recorded on the main risk register. We would recommend that more detailed
information is provided to the Audit Committee to help support effective
oversight.

It is good practice for risks recorded in the risk register to be mapped to
strategic objectives, to support effective risk management and informed
decision making.

Assurance over Internal Controls

Our review of Internal Audit progress
reports to the Audit Committee identified
that reports were high level summaries and
did not include details of recommended
actions, management’s response, timelines
for completion of actions or confirmation
that actions have been completed. It would
be good practice to include this
information, to support effective scrutiny
and increase assurance over the
Authority's internal control framework.

Commercial in Confidence

Budgetary control

The Resources Committee receives quarterly financial
update reports, but our review identified some
opportunities to improve budget monitoring reports:

* Reporting the year-to-date revenue outturn against
the year-to-date budget would help identify areas
where current performance is not in line with the
profiled budget and could highlight areas of
financial risk

* ltis good practice to include scenario information for

the forecast outturn, as this provides information
about potential financial risks

Improvement recommendation 2:

The Authority should consider opportunities to improve risk

management by:

* consolidating very similar risks and actions to reduce duplication in
the Corporate Risk Register

* adding environmental risks to the risk scoring criteria

* providing more comprehensive information to the Audit Committee

* mapping corporate risks to the strategic objectives outlined in the
Community Risk Management Plan

Improvement recommendation 3:

The Authority should consider
enhancing the level of detail within
Internal Audit progress reports to the
Audit Committee, to include details of
recommended actions, management’s
response, timelines for completion of
actions and confirmation that actions
have been completed.

© 2024 Grant Thornton UK LLP.

Improvement recommendation 4:

We recommend that the Authority consider

expanding the quarterly financial update to the

Resources Committee to include:

* year to date revenue outturn against year-to-
date budgets, and reasons for variances

* details of the best-case and worst-case
outcomes against the revenue and capital
budgets (and the basis for these estimates)
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Governance (continued)

Areas for improvement

Informed decision making

It is good practice for meeting agendas and apers to be referenced to
strategic objectives, providing additional context and clarity and
supporting committee members to make informed decisions that
contribute to the overall strategy of the Authority.

We have previously recommended that Terms of Reference for
Committees should be updated to include requirements for quoracy,
so that it is clear whether a Committee’s decisions are being taken in
line with the Authority’s constitution. This was not implemented when a
selection of Terms of Reference were updated in June 2024.

We also note that the Terms of Reference for the Appeals and Audit
Committees have not been updated since 2018. It is good practice for
these documents to be reviewed at least every three years so that they
remain appropriate for the Authority’s needs.

Improvement recommendation 5:

The Authority should consider introducing referencing of
meeting agendas and papers to the Authority's strategic
objectives as outlined in the CRMP.

Improvement recommendation 6:

Terms of Reference for every Committee should include quoracy
conditions and should be reviewed at least every three years.

© 2024 Grant Thornton UK LLP.

Policies and Procedures

Itis good practice for policies and procedures
to be reviewed at least every three years, to
support informed decision making and ensure
that the Authority maintains appropriate
standards.

We identified some key policies and procedures

which have not been updated since 2018,

including:

* Financial Regulations

*  Scheme of Delegation

» Contract Standing Orders (although
thresholds were reviewed in 2022)

* Service Order - Gifts and Hospitality
Protocol for Officers

Improvement recommendation 7:

The Authority should take action to review
policies and procedures (including Service
Orders) where this is identified as being
overdue.

Following review, policies and procedures
should be approved by the Authority or
appropriate Committee, even where no
changes have been made.

Commercial in Confidence

Contract Standing Orders

An Internal Audit review of Accounts Payable reported
that there were some instances of procurement activity
exceeding the thresholds set out in the Contract
Standing Orders, where contracts were not in place.

Contract Standing Orders are established to ensure
transparency, accountability, and value for money in
public procurement. Non-compliance with Contract
Standing Orders could lead to legal, financial, and
reputational risks for the Authority, as well as risks to
operational delivery and potential fraud.

The Authority is currently developing improved
arrangements to address non-compliance with
Contract Standing Orders, although these are not yet
fully implemented or embedded.

Improvement recommendation 8:

The Authority should establish, implement and
embed procedures to provide assurance that
Contract Standing Orders are adhered to in all
instances.
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Improving economy, efficiency and
effectiveness

%

We considered how the

audited body:

Commentary on arrangements Assessment

uses financial and performance

information to assess

performance to identify areas

for improvement

The Authority's Performance Committee receives quarterly performance reports which include analysis of performance against the Key
Performance Indicators (KPls) specified in the Annual Service Plan. KPIs are aligned to the strategic priorities detailed in the CRMP and cover
both financial and non-financial performance, although we have identified an opportunity to increase the breadth of financial information
presented, as set out on page 21. Performance data is sourced from the National Incident Reporting System as well internal HR and finance
systems. Our review of performance reports found they contained a good level of detail, which could be used to facilitate appropriate
challenge, discussion and assurance. We found that action was taken to address any negative exceptions in performance identified.

The Authority has established strong arrangements to facilitate learning from other organisations. The Operational Assurance Team reviews A
recently published HMICFRS inspection reports for other Fire and Rescue Services to identify common and thematic issues raised by

HMICFRS. These are recorded in the Authority's assurance monitoring system alongside actions to mitigate the Authority's exposure to

potential risks. In addition, LFRS participated in the first HMICFRS Positive Practice Masterclass, held in April 2024, where positive practices

and opportunities to learn were presented and discussed with several Fire and Rescue Services. In 2023/24, the Authority contributed to

financial benchmarking coordinated by the NFCC. This imitative has contributed to a better understanding of the areas of spending where

LFRS is potentially operating at a higher cost than other similar Fire and Rescue Services.

evaluates the services it

provides to assess performance

and identify areas for
improvement

LFRS received a "good" or "outstanding” rating across all categories and sub-categories in its most recent HMICFRS inspection, which was

published in July 2022. This was also the case for the previous inspection in 2019. To prepare for the next inspection, the Authority developed

an action plan and assurance monitoring system to record and track areas where actions are required to address areas for improvement

identified in the 2022 inspection report. The assurance monitoring system also includes actions relating to common issues identified through

a review of the most recent HMICFRS inspection reports published for other Fire and Rescue Services and the recent HMICFRS thematic

review on Values and Culture, as well as actions from “reality testing” exercises. These reviews are carried out by the Operational Assurance

Team, which provides regular updates to the Planning Committee. Whilst some actions are not yet closed, the Authority's work to improve its
performance remains ongoing. G

The Authority conducts periodic Emergency Cover Reviews (ECR) to assess the efficiency and effectiveness of its emergency response
arrangements, and to aid in preparing for future challenges. The most recent ECR was completed in 2022, covering the period from 2023 to
2026. Changes proposed in the ECR began to be implemented during 2023/24, including new crewing systems for some fire stations and
investments in dynamic cover software (intended to improve efficiency of frontline staff) and additional capabilities for off-road fire
appliances, high rise buildings and commercial properties. Implementation of the ECR is expected to enable the Authority to maintain the
current number of fire stations and appliances (39 fire stations and 58 appliances), maintain or improve response standards as well as
providing cost efficiencies and increased flexibility in working arrangements for firefighters.

© 2024 Grant Thornton UK LLP
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No significant weaknesses in arrangements identified or improvement recommendation made.
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Commercial in Confidence

Improving economy, efficiency and
effectiveness (continued)

{5

We considered how the
audited body: Commentary on arrangements Assessment

The Authority actively collaborates with local and regional partners through various initiatives. Notable examples include the Blue Light
Collaboration Board (“BLCB”), which was established to facilitate collaboration among local partners in the Fire and Rescue, Police, and
Ambulance sectors following a duty to collaborate being introduced in the Policing and Crime Act 2017. In addition, the Authority has a
stake in North West Fire Control, a joint control room operation dating back to 2007, shared by the Fire and Rescue Services of

ensures it delivers its role within Lancashire, Cumbria, and Greater Manchester.

significant partnerships and
engages with stakeholders it has An update on collaboration activity, including progress in each of the BLCB workstreams, features in the quarterly performance report G

identified, in order to assess received by the Performance Committee. The Performance Committee also receives information related to the performance of North West
whether it is meeting its objectives  Fire Control.

The Authority revised its Consultation Strategy, which outlines its approach to public consultation, at the end of 2023/24. The most recent
consultation exercise undertaken by the Authority was conducted as part of the development of the Emergency Cover Review in 2022,
during which proposed changes were consulted upon with both local residents and the Authority's staff.

The Authority updated its Procurement Strategy at the end of 2023/24. The Strategy is aligned to the core priorities in the Annual Service
Plan 2024/25 and the Authority's governance framework. The updated Strategy also reflects the changes in public procurement
requirements resulting from the Procurement Act 2023 and sets out the Authority's aspirations to enhance contract monitoring
arrangements by introducing more centralised and formalised management of key contracts. However, at the time of writing, these
commissions or procures services, Emprovements hc:d not been im|c?|em<.ented and we have therefore raised an improvement recommendation to highlight the importance of
assessing whether it is realising the ~IMProvements in arrangements in this regard, as shown on page 21. A

expected benefits Our assessment of contract monitoring arrangements involved a review of biannual performance updates provided to the Performance

Committee for North West Fire Control, the joint control room operated in collaboration with Cheshire, Cumbria and Greater Manchester
Fire and Rescue Services. The number of calls handled by North West Fire Control on behalf of LFRS was lower in 2023/2% than in the prior
year; mobilisation times for fire incidents remained better than the KPI target of 90 seconds although with a small decrease compared to
the prior year, with mobilisation times for special services improving slightly compared to the prior year.

G Nosignificant weaknesses in arrangements identified or improvement recommendation made.
A No significant weaknesses in arrangements identified, but improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendations made.
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Improving economy, efficiency and
effectiveness (continued)

%

Areas for improvement
Capital Programme Reporting

The Authority has experienced slippage in the timetable for delivery of its
capital programme in both 2022/23 and 2023/24. £8.2 million of planned
capital investment was deferred from 2022/23 and due to be delivered in
2023/24. However, 2023/24 saw further slippage, with £5.8 million of capital
investments deferred to 2024/25, equating to around 57% of the capital plan
for the 2023/24 financial year. Failure to identify and address slippage in
delivery may have negative operational or financial impacts.

The Authority has ambitious plans for capital investment in the medium term,
with £72.9 million due to be invested over the five years to 2028/29. Around
three quarters of this investment will be in buildings and properties, including
new buildings for the Service Headquarters and Training Centre as well as
relocated and refurbished fire stations. This investment supports the
Authority’s strategic objectives within the CRMP.

To support delivery of this significant investment, the Authority has
established a Member Working Group to enhance oversight. However, we
recommend that arrangements could be further improved by incorporating
performance against the capital budget in the quarterly performance report,
in addition to performance against the revenue budget since the substantial
capital programme planned over the next five years means that monitoring,
reporting and oversight of performance against the capital plan will become
increasingly important.

Improvement recommendation 9:

The Authority should consider including information on performance
against the capital plan in the quarterly performance monitoring
reports provided to the Performance Committee.

The Authority should continue to seek to mitigate slippage and delays
in the delivery of the capital programme.

© 2024 Grant Thornton UK LLP.

Contract Management

The Authority’s current arrangements for monitoring the performance of key contracts and service
providers does not reflect best practice. Although the Procurement Strategy sets out the Authority's
aspirations to improve contract monitoring arrangements by introducing more centralised and formalised
management of key contracts, these improvements are not yet implemented. Contract monitoring takes
place locally within various teams and departments, without a defined framework for assessing
performance or escalating issues. There is no centralised oversight or record keeping for contract
management activities.

The joint control room operated in collaboration with Cheshire, Cumbria and Greater Manchester Fire and
Rescue Services is a key service supporting the Authority's operational activities. The Senior Operations
Manager from North West Fire Control provided two performance updates to the Performance Committee
in 2023/24, detailing the total number calls received by the control room for the quarter and year to date,
as well as performance against the KPI of 90 seconds for resource mobilisation for emergency calls relating
to fires and the response time special service calls (for which there is no KPI). All performance measures
included a comparison to the activity level or response time in the equivalent quarter of the previous year
and for the previous year to date.

To ensure that the Authority can realise the expected benefits from its key contracts, and minimise risks to
service delivery, consistent application of contract management activity is essential, alongside strategic
oversight of key contracts and their performance.

Improvement recommendation 10:

The Authority should implement a framework for structured and consistently applied contract

management. Contract management for key service contracts such as the North West Fire Control

collaboration and PFI agreements should be prioritised.

Arrangements should include:

* regular reviews of existing contracts to safeguard the achievement of value for money and
compliance with legal and regulatory requirements

* monitoring of contract performance and deliverables against key performance indicators and
other measures to identify and resolve service performance issues

* reporting of contract management activity to the Authority or Performance Committee
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Commercial in Confidence

Recommendations raised in 2023/24

. Type of . Criteria . Impact or possible Actions agreed by
Recommendation recommendation . Evidence s
" impacted future impact Management
The Authority should consider making improvements to the
reporting of plans to bridge identified gaps in the revenue A robust framework of
budget, and performance against savings and efficiency ori " d
lans. bu: monitoring, reporting an
plans, by: . - . . oversight of progress
» disaggregating efficiency savings from adjustments to against a phased plan for
revenue contributions to capital in the MTFS summary the delivery of £2.5 million
table; gnd B . ) . of efficiency savings in Noted, budget monitoring
*  reporting specifically on eff'c'e”CU‘SC{V'”QS achieved as Review of the MTES 2026/27 will help support  reports to the Resources
compared to the approved plan, within the quarterly Financial achievement of the Committee will be developed to
IR1 ) . Improvement PR and quarterly R . . .
financial update. sustainability . . significant savings target. include progress against
financial updates : .
agreed savings plans in the
The Authority should continue development of its savings Delivery of the planning MTFS.
plan in advance of 2026/27, including consultations and savings will be harder to
costing of invest-to-save projects, so that delays in ochieve without plans
implementation can be avoided. Savings plans should be being fully developed
subject to quality impact assessments where appropriate, before the start of the
and responsibilities for delivery of savings should be clearly financial year.

assigned.

* Explanations of the different types of recommendations which can be made are summarised in Appendix B.
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Recommendations raised in 2023/24

Type of

Recommendation recommendation .Crlterla Evidence !mpact or possible future Actions agreed by
* impacted impact Management

The Authority should consider opportunities to *  Duplication of risks could

improve risk management by: reduce effectiveness of

. consolidotin‘g very s'imilor risks and ocjtions to . CE):\a/irf(I)?wkr]T:entol ke are Noted, the corporate risk
redL{ce duplication in the Corporate Risk Review of the e e register is based on NFCC
Regl.ster ) ) ) ) Corporate Risk context o?éjlimote change national best practice and

* adding environmental risks to the risk scoring Registerand risk Audit Commities membgrs whilst it can look like

IR2 criteria Improvement Governance management duplication, we have adopted

* providing more comprehensive information to
the Audit Committee, such as residual risk scores
and action owners/timelines for implementation

* mapping corporate risks to the strategic
objectives outlined in the Community Risk

Management Plan

papers presented
to Audit
Committee

would have improved
understanding of risks and
enhanced assurance
Mapping of risks to objectives
supports effective risk
management and informed
decision making.

sector best practice. As part of
our ongoing review of our risk
management processes we will
consider the proposals.

* Explanations of the different types of recommendations which can be made are summarised in Appendix B.
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Recommendations raised in 2023/24

Type of S
Recommendation recommendation i?:::::;d Evidence Impact or possible future impact Actions agreed by Management
*
The Authority Shpu@ cpnmder enhan'cmg It is good practice to include this
the level of detail within Internal Audit . . .
. . information, to support effective
progress reports to the Audit Committee, to . . . A Lo
: . . Review of Internal scrutiny and increase assurance Noted, we will discuss this with the
IR3 include details of recommended actions, Improvement Governance . DY .
) Y Audit progress reports  over the Authority's internal control  Internal Audit team.
management’s response, timelines for
. . . . framework.
completion of actions and confirmation
that actions have been completed.
We recommend that the Authority Reporting the year-to-date revenue
considers expanding the quarterly outturn against the year-to-date
financial update to the Resources budget would help identify areas
Committee to include: where current performance is not in
* year to date revenue outturn against Review of quarterly line with the profiled budget and Noted, we will consider developing
IRY year-to-date budgets, and reasons for  Improvement Governance financial update help to highlight areas of financial  the monitoring reports further to
variances reports risk . provide additional analysis.
* details of the best-case and worst-case It is good practice to include
outcomes against the revenue and scenario information for the forecast
capital budgets (and the basis for outturn, as this provides information
these estimates) about potential financial risks
It is good practice for meeting
agendas and apers to be mapped to
The Authority should consider introducing strategic objectives, providing Noted, we are continually reviewing
referencing of meeting agendas and Review of meeting additional context and clarity and the information we provide to our
IRb Improvement Governance . . .
Members and will consider this

papers to the Authority's strategic
objectives as outlined in the CRMP.

agendas and papers

supporting committee members to
make informed decisions that
contribute to the overall strategy of
the Authority.

improvement recommendation.

* Explanations of the different types of recommendations which can be made are summarised in Appendix B.
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Recommendations raised in 2023/24

Type of Criteria Impact or possible future
Recommendation recommendation . Evidence . Actions agreed by Management
* impacted impact
It is good practice for these
Terms of Reference for every Committee should Review of documents to be reviewed at least
X s . Noted, these have now recently
IR6 include quoracy conditions and should be Improvement Governance Committee Terms of every three years so that they . .
. . . been updated to include this.
reviewed at least every three years. Reference remain appropriate for the
Authority’s needs.
The Authority should take action to review ) )
policies and procedures (including Service Itis good proc’gce fqr theje |
Orders] where this is identified as being overdue. Review of Policies, doourr;ﬁnts to be revf}:\/i tP?t east Noted, out of date policies and
IR7 Following review, policies and procedures should Improvement Governance Procedures and everg. ree Heqrs so that they procedures will be brought up to
be approved by the Authority or appropriate Service Orders remain OF’)propnote for the date.
. Authority’s needs.
Committee, even where no changes have been
made.
. o Internal Audit Non-compliance with Contract
The Authority should estob'hsh, implement and Report - Accounts Standing Orders could lead to Noted, improvements are being put
embed procedures to provide assurance that P legal, financial, and reputational  in place now resourcing issues in
IR8 Improvement Governance Payable

Contract Standing Orders are adhered to in all
instances.

risks for the Authority, as well as  the procurement team have been
risks to operational delivery and  resolved.
potential fraud.

Progress update
from Management

* Explanations of the different types of recommendations which can be made are summarised in Appendix B.
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Recommendations raised in 2023/24

Commercial in Confidence

Recommendation Type of I 9r|ter|a Evidence Impact or possible future impact Actions agreed by
recommendation* impacted Management
Inclusion of performance against the
. L . capital budget in the quarterly Noted. the performance

The Authf)rltg should consider |nc.|ud|ng . performance report, in addition to 3 I IC(’j

information on performance against the capital performance against the revenue reF:_(F)"t Includes rjverlue

plan in the quarterly performance monitoring Improving budget will increase transparency and pe $rTon§isn no

reports provided to the Performance Committee. Economy, Review of quarterly  visibility of the substantial capital caprial and these are
IR9 Improvement - . reported in detail to the

Efficiency and performance reports  programme planned over the next five Resources Committee and
The Authority should continue to seek to mitigate Effectiveness years. . -
. . . . the CFA. We will review the
slippage and delays in the delivery of the capital erformance report to
programme Failure to identify and address slippage Snsure Consisteﬁc
in delivery may have negative Y
operational or financial impacts.

The Authority should implement a framework for

structured and consistently applied contract

management. Contract management for key

service contracts such as the North West Fire

Control collaboration and PFl agreements should )

be prioritised. Review of T hat the Authori i

Arrangements should include: Procurement Policy I’? ensure t oIGEt e f.Uth”tH. Cc‘k” realise  Noted, we will be reviewing

* regular reviews of existing contracts to Improving . . . :(:oi’flf::t[:::etzt?jnder:ﬁ‘\ilrfisgoringlistoeirvioe our Contract Monqgement

IR10 safeguard the achievement of value for Improvement Economy, Discussion with ; arrangements against best

Efficiency and officers

money and compliance with legal and Effoctivoness

regulatory requirements

* monitoring of contract performance and
deliverables against key performance
indicators and other measures to identify and
resolve service performance issues

* reporting of contract management activity to
the Authority or Performance Committee

Review of
performance reports

delivery, consistent application of
contract management activity is
essential, alongside strategic oversight
of key contracts and their performance.

practice during 2025/26 as
identified in our
Procurement Strategy.

* Explanations of the different types of recommendations which can be made are summarised in Appendix B.
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Appendix A:

Responsibilities of the Authority

Public bodies spending taxpayers’ money are accountable
for their stewardship of the resources entrusted to them.
They should account properly for their use of resources and

manage themselves well so that the public can be confident.

Financial statements are the main way in which local public
bodies account for how they use their resources. Local
public bodies are required to prepare and publish financial
statements setting out their financial performance for the
year. To do this, bodies need to maintain proper accounting
records and ensure they have effective systems of internal
control.

All local public bodies are responsible for putting in place
proper arrangements to secure economy, efficiency and
effectiveness from their resources. This includes taking
properly informed decisions and managing key operational
and financial risks so that they can deliver their objectives
and safeguard public money. Local public bodies report on
their arrangements, and the effectiveness with which the
arrangements are operating, as part of their annual
governance statement.

© 2024 Grant Thornton UK LLP.

The Chief Financial Officer (or equivalent] is responsible for
the preparation of the financial statements and for being
satisfied that they give a true and fair view, and for such
internal control as the Chief Financial Officer (or equivalent)
determines is necessary to enable the preparation of
financial statements that are free from material
misstatement, whether due to fraud or error.

The Chief Financial Officer (or equivalent] is required to
prepare the financial statements in accordance with proper
practices as set out in the CIPFA/LASAAC code of practice
on local authority accounting in the United Kingdom. In
preparing the financial statements, the Chief Financial
Officer (or equivalent) is responsible for assessing the
Authority’s ability to continue as a going concern and use
the going concern basis of accounting unless there is an
intention by government that the services provided by the
Authority will no longer be provided.

The Authority is responsible for putting in place proper
arrangements to secure economy, efficiency and
effectiveness in its use of resources, to ensure proper
stewardship and governance, and to review regularly the
adequacy and effectiveness of these arrangements.
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Commercial in confidence




Appendix B:

Commercial in Confidence

Value for Money Auditor responsibilities

&

Value for Money arrangements work

All Fire & Rescue Authorities are responsible for putting in place proper arrangements to
secure economy, efficiency and effectiveness from their resources. This includes taking
properly informed decisions and managing key operational and financial risks so that they
can deliver their objectives and safeguard public money. The audited body’s responsibilities
are set out in Appendix A.

Fire & Rescue Authorities report on their arrangements, and the effectiveness of these
arrangements as part of their annual governance statement.

Under Section 20(1)(c) of the Local Audit and Accountability Act 2014 to satisfy ourselves that
the Authority has made proper arrangements for securing economy, efficiency and
effectiveness in its use of resources. The National Audit Office (NAOQ) Code of Audit Practice
('the Code), requires us to assess arrangements under three areas:

T3
Governance 8K

Arrangements for ensuring
that the Authority makes
appropriate decisions in the
right way. This includes
arrangements for budget
setting and management,
risk management, and
ensuring the Service makes
decisions based on
appropriate information.

Improving economy,
efficiency and
effectiveness
Arrangements for improving
the way the Authority delivers
its services. This includes
arrangements for
understanding costs and
delivering efficiencies and
improving outcomes for service
users.

Financial
Sustainability

Arrangements for ensuring
the Authority can continue to
deliver services. This includes
planning resources to ensure
adequate finances and
maintain sustainable levels of
spending over the medium
term (3-5 years).

2023/24 is the fourth year of the Code, and we undertake and report the work in three phases
as set out in the Code.

Phase 1 - Planning and initial risk assessment

As part of our planning we assess our knowledge of the Authority's arrangements and whether
we consider there are any indications of risks of significant weakness. This is done against
each of the reporting criteria and continues throughout the reporting period

© 2024 Grant Thornton UK LLP.

Information which informs our risk assessment

Cumulative knowledge and experience of the
audited body

Annual Governance Statement and the
Head of Internal Audit annual opinion

The work of inspectorates and other regulatory

Interviews and discussions with key stakeholders .
bodies

Progress with implementing recommendations Key documents provided by the audited body

Findings from our opinion audit Our knowledge of the sector as a whole

Phase 2 - Additional risk-based procedures and evaluation

Where we identify risks of significant weakness in arrangements, we will undertake further
work to understand whether there are significant weaknesses. We use auditor’s professional
judgement in assessing whether there is a significant weakness in arrangements and ensure
that we consider any further guidance issued by the NAO.

Phase 3 - Reporting our commentary and recommendations

The Code requires us to provide a commentary on your arrangements which is detailed within
this report. Where we identify weaknesses in arrangements we raise recommendations. A
range of different recommendations can be raised by the Authority's auditors as follows:

* Statutory recommendations - actions which should be taken where significant
weaknesses are identified with arrangements. These are made under Section 24
(Schedule 7) of the Local Audit and Accountability Act 2014 and are required to be
considered by the body and responded to publicly.

* Key recommendations - actions which should be taken by the Authority where significant
weaknesses are identified within arrangements.

* Improvement recommendations - actions which should improve arrangements in place
but are not a result of identifying significant weaknesses in the Authority's arrangements.
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Follow-up of previous recommendations

Type of

Recommendation ., Dateraised Progress todate Addressed?  Further action?
recommendation
The Authority needs to ensure it maintains a The Authority has an approved budget in place for 2024/25
robust framework of financial governance to which is part of the refreshed the MTFS which covers the five
ensure risks to financial resilience and years to 2028/29. Budget gaps identified in 2024/25 and
sustainability are adequately monitored and 2025/26 are planned to be funded by reducing the revenues
controlled. The Authority should: contribution to capital expenditure. The budget gap identified
Develop a plan to address its general reserves for 2026/27 is planned to be mitigated through efficiency
1 position and its current use of reserves to Key March 2024 savings, which are currently being identified, developed and ~ Yes No
balance its financial position. It needs to set costed in preparation for implementation.
out how its General Fund will be brought to a The MTFS for 2024/25 to 2028/29 forecasts that the
level that mitigates the risk to future financial Authority's general reserves will be maintained at a level of at
sustainability. least £1 million above the minimum balance determined as
Continue to take steps to contain expenditure being appropriate by the Chief Finance Officer, £3.75 million
and deliver sustainable savings. (approximately 5% of the net revenue requirement).
The capital plan for 2023/24 was originally £10.1 million but
slippage from 2022/23 led to the plan being revised upwards
The Authority needs to ensure it continues to to £11.8 million. During 2023/24, the programme was revised
try to mitigate the risk of Capital Programme downwards to £7.8 million through slippage of £4 million of
2 of%cordobiligtg due to increasing oostsgonol Improvement March 2024 projects into 2024/25. The Autho%itg delivgred £6 million of the No ves - see RS
additional pressures of programme slippage. revised plan, with total slippage from 2023/24 to 2024/25
amounting to £6.8 million, 4¥9% of the planned programme for
2023/24.
We identified some key policies and procedures which have
The Authority should update the not been updated since 2018, including:
Constitutional, Procedural and Contractual * Financial Regulations
3 Standing Orders bringing together a complete Improvement March 2024 * Scheme of Delegation Yes Yes - see IR7

document, supported by up to date and
current underpinning guidance and policies.

+ Contract Standing Orders (although thresholds were
reviewed in 2022)
* Service Order - Gifts and Hospitality Protocol for Officers

*Explanations of the different types of recommendations which can be made are summarised in Appendix B.
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Follow-up of previous recommendations

Commercial in Confidence

Recommendation Type of ., Dateraised Progress todate Addressed? Further action?
recommendation
The Authority should include legal
implications as a category for consideration Legal implications were added to the standard
* as part of its Committee paper standard Improvement March 2024 template for papers in late 2023/24. ves No
reporting.
To further enhance and strengthen the risk
management arrangements in place, the Environmental impact of risks is not considered in
Authority should ensure that when risks are risk scoring criteria within the Risk Management
scored, there is a consideration of whether Procedure taken to the Audit Committee in March
there may be an environmental impact should 2024.
the risk materialise. Environmental impact
® should therefore be included as a domain Improvement March 2024 The Risk Management Procedure defines risk Partly Yes - see|R2
within the scoring methodology. appetites as follows: "moderate” risks as those with
Procedure methodology and terminology an inherent risk of & or less, "intolerable" risks as
used throughout the Procedure should align those with inherent risk score of 15 or higher, and
with scoring criteria and there is clarity in scores between 5-15 as "substantial®.
terms of its risk appetite domains.
We identified some key policies and procedures
which have not been updated since 2018, including:
. . * Financial Regulations
¢ The Authority S[FO'Uld ensure.thotdlts kjg v 202 » Scheme of Delegation \ y .
governance policies are reviewed an Improvement arch 4 +  Contract Standing Orders (although thresholds o es-seelR

updated on at least a biennial basis.

were reviewed in 2022)
* Service Order - Gifts and Hospitality Protocol for
Officers

*Explanations of the different types of recommendations which can be made are summarised in Appendix B.
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Appendix C:

Commercial in Confidence

Follow-up of previous recommendations

Recommendation I:E:n:;endqtion . Dateraised Progress to date Addressed? Further action?

I:f\ﬁ?:gggﬁg?glduﬁgrsnugitzh%t:(thSJSf are We did not identify any evidence of personal email
7 orsonal email odé:'resses or devices to Improvement March 2024 address or devices being used for Authority Yes No

P . ) business.

conduct Authority business.

The Authority should ensure that the refresh of An updated Prsculgement StrCO:tegg .202'-}._2%?7 wss

the Procurement Strategy aligns the approved by the Resources Committee in Marc

. . . 2024. The Strategy makes clear reference to the

requirements of other Authority enabling o s AN .
8 stratedies for example the MTES. Asset Improvement March 2024 Authority’s core priorities in the Annual Service Plan, VYes No

Monogement Plan gnd Capital I,Dro ramme in the Core Values and Code of Ethics. No examples of

Odditignql to national uidzmce 9 misalignment with the MTFS or other enabling plans

9 ’ were identified from review.

The‘Authorltg should.ensgre that the We have not repeated the

Environmental Sustainability Plan is recommendation. We wil
10 supported by a fully costed action plan which Improvement March 2024 The Environmental Sustainability Plan is still in draft No follow up implementation

aligns to its financial requirements within the
MTFS.

form, but due to be submitted for approval in 2024.

as part of our 2024/25
audit work.

*Explanations of the different types of recommendations which can be made are summarised in Appendix B.
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