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Introduction
Financial regulations form part of the corporate governance framework. They clarify the financial responsibilities of members and staff. Where there are specific statutory powers and duties, the financial regulations seek to ensure these are duly complied with, as well as setting best professional practices and processes within which the financial affairs of the Authority operate. These regulations also form part of the corporate governance framework as defined by the CIPFA/SOLACE “Corporate Governance in Local Government – Keystone for Community Government” guidance issued 2003.

These Financial Regulations have been prepared in accordance with the requirements of the "Home Office Code of Practice on Financial Management", made under section 39 of the Police Act 1996. The Financial Regulations were drawn up by the Treasurer to the Police Authority, in consultation with the Police Authority Clerk and Chief Constable and were approved by the Police Authority on 5 June 2007.

The purpose of these Regulations are to ensure that the financial dealings of Hampshire Police Authority (the ‘Authority’) and Hampshire Constabulary (the ‘Force’) are conducted properly and meet the requirements of best practice to allow the Treasurer to the Police Authority (the ‘Treasurer’) to discharge his or her statutory obligations and encourage delegation of responsibility for financial matters to the lowest level, whilst maintaining adequate control.

These Regulations apply equally to all of the Authority’s and Force’s operations including those activities that are undertaken in partnership with other organisations, unless specifically agreed otherwise by the Finance Committee. 
It is an overriding requirement of these Financial Regulations that the Treasurer will be satisfied that the Chief Constable has adequate systems, procedures, personnel and expertise within the Force to exercise delegated responsibilities in a proper and effective manner. These Financial Regulations are complementary to, and supported by, the Force's own financial policies and procedures, which have been drawn up by the Chief Constable and should be read in conjunction with Standing Orders on Contracts. 

The Treasurer to the Authority will keep these Financial Regulations under review, in consultation with the Chief Constable, to ensure that the working arrangements for both the Authority and the Force are conducted appropriately, and the Financial Regulations are reviewed at least every 5 years. These Regulations may be varied only with the approval of the Police Authority.

Failure to comply with these Regulations and the accompanying Financial Procedures may result in disciplinary proceedings and can lead to dismissal or the breach being reported to the Police Authority.  

1. Roles and Responsibilities 
1.1 The Police Authority

The Police Authority is responsible for:

· agreeing the budget requirement and the precept, on the advice of the Treasurer

· approving the Chief Constable’s proposed allocation of resources in accordance with the Policing Plan

· monitoring financial outcomes and if required, agreeing action to contain spending within approved plans

· approving the use of the Authority’s reserves

· identifying and agreeing the long term financial strategy of the Force and longer term spending commitments

· approving the risk management strategy and for reviewing the effectiveness of risk management.

1.2 The Finance Committee
The terms of reference for the Finance Committee are: 

· to consider and make recommendations on the Authority’s internal procedures, standing orders and codes of conduct
· to receive reports on, and make recommendations to the Authority on:

· medium term and long-term financial plans

· budget options, growth and savings reviews

· revenue budgets

· capital programme

· levels of reserves and balances

· precept and council tax

· budget consultation

· value for money reviews

· banking and treasury management

· prudential borrowing

· efficiency plans

· insurance and risk management

· pension matters

· procurement

· to receive budgetary control reports and other financial statements and ensure effective action taken to remain within cash limits during each financial year
· to review the progress of external and internal audit plans and summaries of the results, to monitor the implementation of their recommendations and take any Executive action required
· to receive and consider, on behalf of the authority, the external auditor’s management letter concerning the annual audit of the accounts and recommend any appropriate action to the authority
· to act as “scheme manager” in accordance with the Internal Dispute Resolution Procedure for the Police Pension Scheme
· to receive and consider, on behalf of the Authority, reports on estates matters
· to receive and consider, on behalf of the Authority, reports from the IT and Information Systems Strategy Committee
· to consider any other matters referred by the Police Authority.

1.3 The Standards and Governance Committee
The terms of reference for the Standards and Governance Committee are:

· to advise the Authority on the adoption or revision of a code of conduct
· to monitor the operation of the Authority’s Code of Conduct
· to advise, train or arrange to train Members of the Authority on matters relating to the Authority’s Code of Conduct

· to grant dispensation to Members of the Authority from certain specified requirements relating to interest to be set out in the Code of Conduct
· to deal with any reports from the National Standards Board for England on complaints and misconduct against Members of the Authority
· to promote high standards of conduct in the Authority
· to develop, review and amend the corporate governance framework and the Code of Corporate Governance – and to recommend the Code for adoption by the Authority
· to agree the annual external and internal audit plans; consider the annual external audit management letter and the annual internal audit report and make any appropriate recommendations to the Authority
· to agree the annual statement on internal control for adoption by the Authority; and make any appropriate recommendations.

1.4 The Treasurer 

The Treasurer shall, for the purposes of Sections 112 and 114 of the Local Government Finance Act 1988 and the current Accounts and Audit Regulations, be responsible for:

· providing financial advice to the Authority on financial propriety and on all aspects of its activity, including the strategic and policy making process

· ensuring that accurate, complete and timely financial management information is provided to the Authority and Chief Constable

· advising members on all relevant issues associated with best value

· reporting to members of the Authority and to the external auditor any potentially unlawful decisions by the Authority or Force on expenditure

· reporting to members of the Authority and to the external auditor when it appears that expenditure is likely to exceed the resources available

· complying with the Accounts and Audit Regulations 2003 

· the preparation of statutory and other accounts, grant claims and Government returns requiring certification by him/her

· providing an effective internal audit service and assistance in providing safe and efficient financial arrangements

· securing treasury management including loans and investments

· ensuring that capital expenditure is funded in accordance with relevant legislation, guidance and agreed policy
· advising, in consultation with the Police Authority Clerk, on the safeguarding of assets, including risk management and insurance

· arranging for the determination, issue and transfer of the precept

· advising on budgetary matters including any consequent long term implications.

1.5 The Chief Constable
The Chief Constable shall have responsibility for:

· as much responsibility for the day to day financial management of the Force as possible to ensure the proper financial management of resources allocated through the agreed budget and rules of virements, including the accounting and control systems; income generated by operational activities; the control and conduct of staff; security and the safe custody and management of assets. The rules on virement are given in Section 4 below

· the issue of financial policies and procedures, for use by the Force, for the matters delegated to the Chief Constable and for ensuring that staff comply with these.  The Force financial policies and procedures must be drawn up in consultation with the Treasurer, who must be satisfied that they provide for effective managerial control and review

· the appointment of a suitably qualified Force Finance Director to advise him or her.

1.6 Force Finance Director
1.6.1 The Force Finance Director is responsible to the Chief Constable for all financial activities undertaken within the Force or contracted out under the supervision of the Force. His or her prime responsibility shall be ensuring the effective and efficient use of resources available to the Force.

1.6.2 The Force Finance Director shall provide such budgets, accounts and other financial information to Government Departments, HMIC and constituent local authorities in relation to shared or pooled financing arrangements as agreed with the Treasurer from time to time.
1.7 Clerk to the Police Authority   
1.7.1 The Clerk to the Police Authority is appointed under section 16 of the Police Act 1996 to be responsible for the Authority's general administration.
1.7.2 The Clerk to the Police Authority is authorised to instigate, defend or appeal legal proceedings in any court or tribunal to protect the Police Authority's interests and the interests of the Chief Constable.
1.7.3 The Clerk to the Police Authority is authorised to settle all claims made against the Police Authority.
1.7.4 The Clerk to the Police Authority is authorised to grant an extension of up to 42 days to the time within which claims may be brought under the Riot (Damages) Act 1886.
1.7.5 The Clerk to the Police Authority may after consulting with the Chief Constable give any indemnity he or she considers appropriate, in the name of the Police Authority.

1.7.6 The Clerk to the Police Authority is designated the Monitoring Officer under section 5 (1) of the Local Government and Housing Act 1989, with responsibility for reporting any illegal action, breach of any code of practice, maladministration or injustice, by:
· the Police Authority or any of its committees, sub-committees or working groups
· any officer of the Police Authority
· any employee of the Police Authority, including any police officer, or other local authority or organisation providing services to the Police Authority.
1.7.7 The Clerk to the Police Authority shall in any circumstances which he or she considers urgent, take any action that he or she considers appropriate to protect the interests of the Police Authority and Chief Constable. 
2. Internal and External Audit

2.1 Internal Audit 
2.1.1 Internal audit is the responsibility of the Police Authority under the current Accounts and Audit Regulations. The function is delegated to the Treasurer in order to support his or her statutory duties, in particular, the need to be satisfied as to the effectiveness of the control environment comprising risk management, control and governance as a contribution to the proper, economic, efficient and effective use of resources. 
2.1.2 The Treasurer shall require the internal auditors to function professionally, operating in accordance with the CIPFA Code of Practice for Internal Audit in Local Government in the United Kingdom and with Auditing Practices Board guidance, statutory obligations and regulations.
2.1.3 The Treasurer shall consult with the Chief Constable on the content of the Internal Audit Plan and the Police Authority’s Standards and Governance Committee shall approve the audit strategy annually and monitor the progress of audit delivered against the plan.              
2.1.4 The Treasurer shall report audit findings to the Chief Constable as a matter of course. 
2.1.5 The Chief Constable may ask internal audit to undertake value for money studies or other specific projects and to report the findings directly to him or her.

2.1.6 The Internal Auditors shall provide the Police Authority with an annual opinion on the effectiveness of the framework of control with regard to the economic, efficient and effective achievement of the Force’s objectives and where improvements in controls are required, whether appropriate action has been agreed.   
2.1.7 The Treasurer shall ensure that the internal audit function co-ordinates its activities with the Authority's external auditors. 
2.1.8 The Treasurer, or his/her authorised representative, shall have authority to:

· enter at any time, subject to the normal security requirements for access, any Police Authority premises or land 
· have access to all records, documents and correspondence relating to transactions of the Authority
· obtain explanations from any Police Officer, employee, or Member or Officer of the Police Authority about any matter under examination
· require an officer or employee of the Police Authority to produce cash, stores or any asset under their control
· attend meetings to advise or report on matters affecting his or her responsibility.   
2.1.9 The Chief Constable shall immediately inform the Treasurer of any irregularity or suspected irregularity relating to cash, stores or other property of the Police Authority. The Treasurer shall take such steps as considered necessary in the circumstances.   
2.2 External Audit
2.2.1 The Audit Commission is responsible for the external audit of the Police Authority.
2.2.2 The Chief Constable and the Treasurer shall work in co-operation with the external auditor.
2.2.3 The Police Authority shall use the reports of the external auditors to aid it in its monitoring role and to ensure that these Financial Regulations and the Force financial policies and procedures are being followed. 
2.2.4 The Treasurer shall ensure that the external auditor has full access to internal audit reports. 

3 Budgets (Revenue and Capital)

3.1 Introduction

In practice, the Force Finance Director shall be responsible for preparing capital and revenue budgets in accordance with the Financial Procedures Manual. The Treasurer and Chief Constable are responsible for submitting capital and revenue budgets to the Police Authority. The format of such reports should, once approved, enable the responsibility for the day-to-day management and control of budgets to be delegated to the Chief Constable in accordance with these Financial Regulations.

3.2 Revenue Expenditure
3.2.1 The Chief Constable, in consultation with the Treasurer, shall prepare a draft revenue budget for the ensuing financial year and following two years, which is consistent with the Policing Plan and the financial strategy.

3.2.2 The draft revenue budget shall be submitted to the Authority for approval and to agree the precept to be levied for the ensuing financial year. 

3.2.3 The Chief Constable shall be responsible for the control of expenditure and income against the approved budget and for the provision of timely and complete and accurate financial information as required by the Authority and Treasurer.

3.2.4 The Authority’s budget is cash limited and expenditure must not be committed, or income foregone, if it will result in the total budget being exceeded.

3.2.5 Any request to meet expenditure from reserves must be submitted to the Authority for approval, subject to the agreed protocols. 

3.2.6 The Chief Constable may delegate all or part of the budget to nominated budget holders. The budget holders are responsible to the Chief Constable and must not exceed their budget allocation. 

3.3 Capital Expenditure
3.3.1 The Chief Constable, in consultation with the Treasurer, shall prepare a draft capital programme for the ensuing year and following two years which indicates the assumed financing for each year. Due regard should be given to the provisions of the Prudential Code.   

3.3.2 Potential schemes, which cost in excess of £250,000 must be formally appraised and a report submitted to the Authority for approval.

3.3.3 The draft capital programme for the ensuing year should be submitted to the Authority for approval and includes:

· details of all schemes, showing the total cost and the phased cost to completion

· method of funding

· an estimate of the revenue implications and that this can be contained within the agreed revenue budget.  

3.3.4 The Chief Constable shall be responsible for the control of expenditure against the approved capital programme and for the provision of timely and complete and accurate financial information as required by the Authority and Treasurer.  

3.3.5 Capital expenditure is defined by Part IV of the Local Government and Housing Act 1989 and the accounting and monitoring procedures shall be governed by the Force financial policies and procedures.  

3.3.6 The Force Finance Director, on behalf of the Chief Constable, shall be notified of all proposed finance and operating lease arrangements to ensure the acquisition is appropriate, in consultation with the Treasurer.   

4 Virement
4.1 Once the annual revenue and capital budgets are approved, and subject to the provisions of these Financial Regulations and Standing Orders, the budgets will give authority to the Chief Constable to incur expenditure without the need to obtain further approval from the Authority, except where:
· the Chief Constable proposes a change in policing policy and/or the objectives and targets in the Policing Plan; and/or
· expenditure on an approved budget head would increase or decrease by more than £100,000
· the rules on virements contained in the Authority’s approved Schemes of Delegation shall apply to the relevant Operational Command Units and Departments covered by the schemes. 
4.2 Where the Chief Constable proposes a change in policing policy affecting the objectives and the targets in the Policing Plan and/or varying expenditure by more than £100,000, the Chief Constable in conjunction with the Treasurer, will seek the approval of the Authority to the changes. 
4.3 Virement shall not be made from a capital budget to a revenue budget except where the Authority has approved an amendment of direct revenue funding or the use of balances.
4.4 The Chief Constable shall identify officers to whom he or she proposes to delegate responsibility to manage and control budgets under delegated arrangements and such officers shall manage and control the budgets so delegated.
4.5 The delegated budget arrangements shall include procedures for virement between delegated budget heads, subject to limits set from time to time by the Chief Constable as governed by the Force financial policies and procedures. 
5 Reporting Guidelines
5.1 All reports to the Authority shall include a section, where appropriate, setting out the financial implications of the proposals being made, together with any comments and/or advice of the Treasurer and the Force Finance Director. Consultation between the Treasurer and the Force Finance Director will be required in each instance.
6. Accounting Procedures
6.1 The Treasurer shall determine which accounting procedures and records are to be adopted and maintained by the Authority and its officers. Where such procedures and records are maintained by the Chief Constable under delegated powers, these will be governed by the Force financial policies and procedures. 
6.2 The Force financial policies and procedures are to be produced, and updated when required, by the Chief Constable with any amendments being made available to the Treasurer.
6.3 The Chief Constable's financial instructions and Force financial policies and procedures shall comply with the current Accounts and Audit Regulations and other proper accounting practices, both statutory and non-statutory and ensure that sound principles of internal check are in operation. 

6.4 The Chief Constable and Treasurer, or their representatives, must approve all computerised systems or administrative procedures used in connection with the financial management of the Authority. 
6.5 All officers and employees of the Police Authority and Hampshire Constabulary shall give the Chief Constable or the Treasurer any information deemed necessary including, financial statements, financial returns, employee information and other financial and non financial information for the purpose of accounting and the controlling of budgets.

6.6 The Chief Constable shall ensure that financial records are retained for periods prescribed by statute and other external bodies. Where no requirement exists, the Treasurer shall determine the retention period. 
7. Financial Systems and Procedures
7.1 Introduction
7.1.1 Subject to consultation with the Treasurer, the Force Finance Director, on behalf of the Chief Constable, will be responsible for the day-to-day operation and control of the systems and procedures required to:
· order goods and services
· pay creditors (including imprest payments)
· pay salaries, wages and pensions
· pay allowances and expenses
· collect and bank income generated by the Police Authority and Constabulary
· safeguard the Police Authority's assets.
7.1.2 The Chief Constable shall ensure there are adequate internal controls and checks to ensure that financial systems and procedures operate with appropriate propriety.
7.1.3 The Force Finance Director, on behalf of the Chief Constable, shall not replace, significantly upgrade or make addition to any financial systems without the approval of the Treasurer.
7.1.4 The Chief Constable, in consultation with the Treasurer, shall issue and keep updated the Force financial policies and procedures covering the financial systems and procedures outlined above, giving the detailed procedures to be followed.

7.1.5 The Force financial policies and procedures must be read in conjunction with these Financial Regulations and Standing Orders on Contracts.
7.2 Risk Management and Insurance
7.2.1 The Treasurer shall prepare the Authority’s risk management policy statement and strategy. The Chief Constable, in conjunction with the Treasurer, shall prepare the Constabulary’s risk management policy statement and strategy. The policy statements and strategies shall be reviewed at least annually to ensure the arrangements for insurance and risk management remain effective.
7.2.2 The Treasurer shall be responsible for advising the Police Authority on insurance matters and/or available options with regard to premiums and/or levels of risk, in conjunction with the Force Finance Director.

 7.2.3 The Chief Constable shall be responsible for the operational control and management of all insurance funds subject to the policy direction of the Authority.
7.2.4 The Chief Constable shall seek legal advice and where appropriate, settle civil claims where the payment of damages is not covered by insurance. Claims against the Chief Constable shall be settled by the Chief Constable, or his representatives. The Treasurer shall be advised of all claims exceeding £50,000.
7.2.5 All officers and employees of the Police Authority and Hampshire Constabulary, or any other local authority or organisation providing services for the Police Authority shall inform the Chief Constable and/or the Treasurer, as appropriate, promptly of any new risks which may need to be insured and of any amendments which need to be made to existing policies.
7.2.6 The Chief Constable shall, in consultation with the Treasurer, determine the terms of any indemnity that the Police Authority needs to give.
7.3 Treasury Management
7.3.1 The Treasurer shall be responsible for advising the Police Authority on all matters relating to Treasury Management, investments and borrowing. The Treasurer shall have control of the aggregated monies and securities of the Police Authority.
7.3.2 The Police Authority shall adopt the CIPFA Code of Practice for Treasury Management in Public Services and must comply with the Prudential Code.
7.3.3 Before the commencement of each financial year the Treasurer shall produce a Treasury Management Policy Statement setting out a strategy and principles for approval by the Police Authority. A second report must review the treasury management for the previous year and be presented before 30 September in each financial year.
7.3.4 The Treasurer may exercise the statutory borrowing powers of the Authority up to the authorised limit. The Treasurer is authorised to:
· make applications to the Public Works Loans Board (PWLB) or the Money Market for advances to finance capital payments.
· borrow on behalf of the Police Authority by temporary loan or overdraft to meet liabilities.
· issue bonds, including negotiable bonds, and mortgages with the approval of the Police Authority.
7.3.5 The daily management of loans and investments shall be delegated to the Force Finance Director, who shall be required to act in accordance with the CIPFA Code of Practice.

7.4 Banking Arrangements
7.4.1 The Treasurer is responsible for all banking arrangements and must authorise the creation or closure of any principal account.
7.4.2 The Chief Constable shall make banking arrangements with the Police Authority's bankers, as approved by the Treasurer.
7.4.3 Cheques drawn on the Police Authority's bank accounts shall either bear the facsimile signature of or be signed by the Treasurer, or be signed by an officer authorised by him/her.
7.4.4 Two authorised signatories shall sign cheques drawn with a value exceeding £50,000.
7.4.5 The Chief Constable shall be responsible for the ordering, control and despatch of cheques drawn on the Police Authority bank and imprest accounts.
7.4.6 The Chief Constable shall be responsible for ensuring the reconciliation of authorised bank accounts monthly or, where he / she considers it necessary, more frequently.
7.4.7 The Chief Constable shall supply on request such reports and information determined by the Treasurer. The Treasurer shall promptly notify the Chief Constable of any necessary adjustments required and the Chief Constable shall promptly action them.
7.5 Imprest Accounts
7.5.1 The Chief Constable shall arrange for separate imprest accounts for the purposes of paying petty cash and other expenses. These accounts shall be maintained on the imprest system.
7.5.2 Subject to the approval of the Treasurer the Chief Constable may open an advance account with the Police Authority's bankers, which shall not be overdrawn.
7.6 Income 
7.6.1 The collection of all monies owed to the Police Authority, including the raising of accounts, shall be made under arrangements determined by the Chief Constable and approved by the Treasurer. All monies received on behalf of the Police Authority must be banked promptly in the name of the Police Authority.
7.6.2 The Chief Constable shall: 
· be authorised to write-off an irrecoverable debt up to £5,000 
· have powers of debt recovery including the use of legal action
· account for all monies or transactions under the control of staff who have cash handling, income collection and/or control of bank accounts prior to their resignation or retirement
· review all rents, fees and charges for services provided at least annually 
· identify the charging policies to be pursued in any financial year.
7.6.3 The write-off of any debt above £5,000 should be approved by the Finance Committee.  
7.7 Property, Stocks and Equipment in use
7.7.1 The Chief Constable is responsible for the management and maintenance of the Police Authority's estate. All purchases and sale of property will be made under the terms of the Chief Constable's Instructions.
7.7.2 The Clerk shall arrange for the safe custody of all title deeds.
7.7.3 The Chief Constable shall keep a record of properties owned by the Police Authority.
7.7.4 The Chief Constable shall be responsible for the custody and management of the stocks and equipment of the Authority and shall maintain records of their acquisition, holding and disposal. These should be reviewed on an annual basis.

7.7.5 Records of stocks and equipment, including write-offs and other adjustments, shall be kept by the Chief Constable, or officers nominated by him/her, in a format agreed with the Treasurer.

7.7.6 Any deficiency in stocks and equipment which have become unserviceable, obsolete or irrecoverable may be written down according to the following delegated limits:

· amounts up to £5,000 may be written down by the Chief Constable
· amounts up to £10,000 may be written down by the Treasurer
· amounts above £10,000 must be submitted to the Finance Committee, on behalf of the Police Authority, by the Chief Constable and Treasurer jointly. 
7.7.7 All officers and employees of the Police Authority and the Force shall be responsible for the security of confidential information held. This includes the security of computer software and the control of access to records held on computer.

7.8 Voluntary Unofficial Funds
7.8.1 The Chief Constable shall be responsible for the authorisation of voluntary unofficial funds for benevolent and other purposes which do not form part of the police fund and which are controlled by an officer of the police force. 

7.8.2 Voluntary unofficial funds shall be operated in accordance with instructions issued by the Chief Constable, in consultation with the Treasurer.

7.8.3 The Treasurer shall have the right to audit such funds.

7.9 Gifts, Loans and Sponsorship
7.9.1 The Chief Constable may, on behalf of the Force, accept gifts of money and loans of property, including the use of human resources, if they will enable the Force to enhance or extend the service which it would normally be expected to provide. 
7.9.2 Gifts or loans can be accepted in the form of commercial sponsorship which has genuine and well intentioned reasons and complies with the Authority’s policy and procedure. Amounts over £100,000 in any twelve month period require Authority approval before acceptance.
7.9.3 A register of all such gifts, loans and sponsorship shall be maintained by the Chief Constable.
7.9.4 The total value of gifts, loans and sponsorship in any financial year shall not be more than 1% of the Police Authority's annual revenue budget.
