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        Agenda Item No:  15c 
 
To:  Joint Audit Committee 
 
Date:  17 June 2019 
 
By:  The Chief Finance Officer and Executive Director for 
  Commercial and Financial Services 
 
Title: Internal Audit Joint Working Agreement 
 
 
Purpose of Report: 
 
To review the agreement for the provision of internal audit services by 
Hampshire County Council Southern Internal Audit Partnerships (Blue 
Light) to the Police and Crime Commissioner and Chief Constable and 
recommend for signing. 
_______________________________________________________ 
 
Terms of Reference/Rules of Procedure: 
 
14. Advising the PCC and the CC on the appropriate arrangements for 
the provision of an internal audit service and approving the Internal Audit 
Strategy. 
 
 
Recommendations – that the Joint Audit Committee review and subject 
to comments recommend the signing of the Joint Working Agreement for 
a period of 5 years commencing 1 April 2019. 
 
 
1 Introduction 
 
1.1 The Accounts and Audit Regulations 2015 require that the PCC and 

the CC arrange for an effective internal audit of their affairs. The 
regulations state that relevant bodies must maintain adequate and 
effective systems of internal audit of its accounting records and of 
its system of internal control. 

 
1.2 It is the responsibility of the two CFOs to ensure that an adequate 

and effective internal service is provided. 
 
1.3 The Joint Audit Committee (JAC) provides an independent and high 

level focus on the adequacy of the audit, assurance and reporting 
arrangements. JAC will advise and make recommendations to the 
PCC and CC on the adequacy of the internal audit function. 

 
2. Background 
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2.1 A report was presented to the inquorate meeting of the JAC on 25 
September 2018 that set out the details of review of Internal Audit 
provision that was carried out in conjunction with Surrey Internal 
Audit Consortium and Surrey Police/Police and Crime Commissioner 
(The Board) and explained the outcome of that review. The report 
can be found at this link. 

 
2.2 In summary the Board concluded after this process that on its 

criteria and on price and quality that the preferred provider was 
SIAP. All the members including Surrey Police and Crime 
Commissioner and Chief Constable have agreed that SIAP will 
supply their internal audit service from 1 April 2019. 

 
2.3 This process also identified that the current internal audit 

arrangements for Sussex are competitive. 
 
2.4 Both Surrey and Sussex will now share the same internal audit 

provider which will help to remove the inefficiencies and barriers 
that existed before. SIAP also provide internal audit to Hampshire 
Police and Crime Commissioner and Chief Constable. The inclusion 
of Surrey now provides further collaboration opportunities and it is 
SIAPs intention to establish a separate Board that will enable 
further development of the service provided to the Policing Bodies. 

 
2.5 The members present at the meeting gave support to the 

recommendation that Sussex remain with SIAP on the 
understanding that the new agreement includes a break clause 
should this need to be exercised. 

 
2.6 SIAP supplied a draft agreement at the end of March and it was 

shared with our procurement team, legal advisers and the 
Chairman of JAC and JAC internal audit lead member for their 
comments. 

 
3. Proposed Agreement  
 
3.1 The proposed Joint Working Agreement (JWA) has been drafted to 

accord with Regulation 12(7) of the Public Contracts Regulations 
2015 in which public bodies can enter into a co-operative 
arrangement. 

 
3.2 A cooperative agreement is applicable on the conditions that the 

following criteria are fulfilled:  
 
a) the contract establishes a co-operation between the public bodies 

with the aim of ensuring that public services they have to perform 
are provided with a view to achieving objectives they have in 
common; 

 
b) the implementation of that co-operation is governed solely by 

considerations relating to the public interest; and 
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c) the participating public bodies perform on the open market less 
than 20% of the activities concerned by the co-operation. 

 
3.3 Such arrangements between public bodies negate the requirement 

to undergo costly and resource intensive procurement / tendering 
exercises.  

 
3.4 The SIAP do maintain a number of clients that engage by way of a 

traditional client / contract arrangement which have followed formal 
tender procedures for which the SIAP have submitted proposals and 
been assessed and awarded works against an open field of 
providers. 

 
3.5 Typically, such contracts are of a fixed term nature (generally three 

years with the option to extend for a further two).   Due to the 
short(er) term nature of such arrangements the SIAP’s day rates 
are indicatively higher than those experienced by their ‘partners’.  
This is partly to compensate against the risk of increasing capacity 
for a fixed term arrangement and further to contribute to our own 
costs of compiling tender submissions and managing client / 
contractor relationships. 

 
3.6 The JWA requires buy-in of an initial five-year term after which the 

Agreement runs in perpetuity.  Should any organisation wish to 
withdraw from the Agreement following the initial five-year period 
or at any time in the future it may do so by serving 12 months 
written notice. 

 
3.7 As part of discussions with a wider consortium of public sector 

bodies (East Surrey Internal Audit Consortium) representatives 
expressed an interest in pursuing the partnership approach. 

 
3.8 In response the SIAP presented the draft JWA (co-operative 

agreement) to the Office of Sussex Police & Crime Commissioner 
and Sussex Police for review and consideration.  Due diligence 
included review of the JWA by the OPCC’s legal advisors and the 
Chairman of the Joint Audit Committee. 

 
3.9 The amendments as highlighted in the contract (attached) detail 

the comments of both the legal advisor and the Chairman of the 
Joint Audit Committee.  The SIAP are happy to accept all of the 
highlighted amendments with the exception of Clause 14.4 in which 
we would seek to retain the wording: 

 
‘Provided that any Key Stakeholder shall have been a party to this 
Agreement for no less than 60 months on termination, any Key 
Stakeholder may withdraw from this Agreement and terminate its 
membership at any Financial Year end by serving 12 months written 
notice to the Head of SIAP (BL) for the time being and the Chief 
Executive officer of each other Partner and shall thereafter comply 
with the Exit Arrangements.’ 
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3.10 The reason for the 5 year buy-in shows a commitment of both 
parties to engage in a co-operative arrangement and provides 
assurances over future resourcing requirements for the SIAP which 
enables the SIAP to offer its most economical day rate. 

 
3.11 In recognition of the required 5 year buy-in and to provide an 

avenue of recourse to Sussex Police & Crime Commissioner and 
Sussex Force it is proposed that a further clause be added to the 
agreement to the effect: 

 
‘X.1 Without prejudice to any other rights or remedies to which the 
parties may be entitled, either party may terminate this Agreement 
without liability to the other if the other party commits a material 
breach of this Agreement and (if such a breach is remediable) fails 
to remedy that breach within 30 days of that party being notified in 
writing of the breach. 

 
X.2 Where this Agreement is terminated by the Office of Sussex 
Police & Crime Commissioner and Sussex Force under Clause X.1, 
the SIAP(BL) shall provide the Sussex Joint Audit Committee with 
either a statement of any circumstances connected with their 
removal which they consider should be brought to their attention, 
or a statement that there are no such circumstances. 

 
X.3 Termination of this Agreement, however arising, shall not affect 
or prejudice the accrued rights of the parties as at termination or 
the continuation of any provision expressly stated to survive, or 
implicitly surviving, termination’ 

 
3.12 There are additional benefits to the Office of the Sussex Police & 

Crime Commissioner and Sussex Police in adopting the JWA (co-
operative) as opposed to a client / contract arrangement.  Through 
engaging as a partner there is provision to flex agreed audit days to 
meet business needs i.e. if there is agreed provision of 200 days 
and in year one 230 days are required, there will be no additional 
charge to the partner organisation as long as parity is restored over 
a three-year period i.e. 185 days in years two and three.   

  
3.13 Additionally, the contractor client approach would not afford the 

Office of Sussex Police & Crime Commissioner or Sussex Police 
membership of the Key Stakeholder Board. 

 
 
3.14 The governance of the SIAP affords each participating organisation 

membership of the Key Stakeholders Board.  The Board meets bi-
annually (minimum) and is constituted by each organisations Chief 
Finance Officer - S151 officer - (or representative). 

 
3.15 The role and an outline of key responsibilities of the Key 

Stakeholder Board are detailed below and included with clause(s) 
4.4 to 4.10 (page 9) of the JWA. 
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‘The key responsibilities of the Key Stakeholder Board are to: 
 
(a) Approve the overall audit days and the audit plans for 

submission for approval to individual Partner’s audit 
committees; 

(b) Agree changes to audit plans that impact upon the SIAP(BL); 
(c) Set and review the SIAP(BL)’s performance; 
(d) Receiving and approving Annual Review from the Head of 

SIAP(BL); 
(e) Carrying out the Performance Reviews; 
(f) Reviewing and approving the Business Plan prepared by the 

Head of the SIAP(BL);  
(g) Resolving disputes; 
(h) approve the application of a Qualifying Body to join SIAP(BL) 

(in accordance with Clause 6).’ 
 
3.16 A governance structure in pictorial form is outlined in Schedule 2 

(Page 27) of the JWA. 
 
3.17 The Key Stakeholder Board is purposefully constituted as an officer 

forum to provide overview, direction and scrutiny of the Partnership 
at an operational level. 

 
3.18 In accordance with their terms of reference the Joint Audit 

Committee properly hold internal audit to account on its 
effectiveness through receipt and scrutiny of a range of reports 
including the internal audit charter; audit plan, annual report and 
opinion and quarterly progress reports.   Further assurances will be 
provided through the suite of KPI’s that have been agreed in liaison 
with the Joint Audit Committee. 

 
3.19 The ‘business plan’ referred to in clause 4.13 (2) shall be prepared 

annually by the Head of SIAP (BL) outlining the vision, behaviours, 
goals, objectives, deliverables, targets and KPI’s for the SIAP (BL) 
over the forthcoming year.  The Business Plan will be agreed by the 
Key Stakeholder Board. 

 
3.20 The Head of ISAP (BL) will provide an end of year report on the 

outcomes of the Business Plan annually to the Key Stakeholder 
Board. 

 
 
3.21 The 2019/20 Business Plan has yet to be compiled but will be 

drafted following sign-up to the JWA. SIAP will draft the business 
plan for agreement at the inaugural meeting of the Key Stakeholder 
Board which shall be held in August 2019. 
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Iain McCulloch     Peter Gillett 
Chief Finance Officer,  Executive Director for   
Office of PCC  Commercial and Financial 

Services 
 

  
Contact:  Iain Mcculloch, Chief Finance Officer  
Email: iain.mcculloch@sussex-pcc.gov.uk 
Tel:  01273 481582 
 
Contact:  Peter Gillett, Director of Finance 
Email: peter.gillett@sussex.pnn.police.uk 
Tel:  01273 404008    
 
 
 


