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Audit results and other key matters
The Audit Commission’s Code of Audit Practice (the Code) requires us to report to those charged with governance on the work we have carried out to discharge our
statutory audit responsibilities together with any governance issues identified. Following the restructuring of the police during 2012/13, those charged with governance are
the Police and Crime Commissioner (PCC) and the Chief Constable (CC)

This report summarises the findings from the 2014/15 audit which is substantially complete. It includes the messages arising from our audit of your financial statements
and the results of the work we have undertaken to assess your arrangements to secure value for money in your use of resources.

Financial statements
► As of 14 August 2015, subject to satisfactory completion of outstanding work we expect to issue an unqualified opinion on the financial statements. Our audit results

demonstrate, through the few matters we have to communicate, that the Office of the Police & Crime Commissioner for Thames Valley and the Office of the Chief
Constable for Thames Valley Police have prepared their financial statements adequately.

Value for money
► As of 14 August 2015 we have substantially completed our work and consistency review for our value for money conclusion. Subject to satisfactory completion of

outstanding work we expect to conclude that the Office of the Police & Crime Commissioner for Thames Valley and the Office of the Chief Constable for Thames
Valley Police have made appropriate arrangements to secure economy, efficiency and effectiveness in the use of resources.

Whole of Government Accounts
► Work is underway on the WGA and so we have not yet reported any significant matters to the National Audit Office (NAO) regarding the Whole of Government

Accounts submission.

Audit certificate
► The audit certificate is issued to demonstrate that the full requirements of the Audit Commission’s Code of Audit Practice have been discharged for the relevant audit

year. We expect to issue the audit certificate at the same time as the audit opinion.

Executive summary – key findings

Office of the Police & Crime Commissioner and Chief Constable for Thames Valley 3
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Extent and purpose of our work

Office of the Police & Crime Commissioner and Chief Constable for Thames Valley 5

The Office of the Police and Crime Commissioner
(PCC) and Office of the Chief Constable (CC)
responsibilities
► The PCC Group is responsible for preparing and publishing two Statements of

Accounts, one for the Police and Crime Commissioner Group (PCC) and one for
the Chief Constable (CC), accompanied by a joint Annual Governance
Statement. In the joint Annual Governance Statement, the PCC and the CC
report publicly on the extent to which they comply with their own code of
governance, including how they have monitored and evaluated the effectiveness
of their governance arrangements in the year, and on any planned changes in
the coming period.

► The Offices of the PCC and CC are also responsible for putting in place proper
arrangements to secure economy, efficiency and effectiveness in their use of
resources

Purpose of our work
► Our audit was designed to:

► Express an opinion on the 2014/15 financial statements of  the PCC Group,
the PCC and the CC; together with the consistency of other information
published with them;

► Report on an exception basis on the joint Annual Governance Statements;

► Consider and report any matters that prevent us being satisfied that the
Offices of the PCC and the CC have put in place proper arrangements for
securing economy, efficiency and effectiveness in their use of resources (the
Value for Money conclusion); and

► Discharge the powers and duties set out in the Audit Commission Act 1998
and the Code of Audit Practice.

In addition, this report contains our findings related to the areas of audit emphasis
and any views on significant deficiencies in internal control or the Offices of the
PCC and CC’s accounting policies and key judgments.

As a component auditor, we also follow the NAO group instructions and report the
results on completion of the WGA work through the Assurance Statement to the
NAO and to the Offices of the PCC and CC.

This report is intended solely for the information and use of the Offices of the PCC
the CC. It is not intended to be and should not be used by anyone other than the
specified party.
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We identified the following audit risks during the planning phase of our audit, and reported these to you in our Audit Plan. Here, we set out how we have gained audit
assurance over these issues.

A significant audit risk in the context of the audit of the financial statements is an inherent risk with both a higher likelihood of occurrence and a higher magnitude of effect
should it occur and which requires special audit consideration. For significant risks, we obtain an understanding of the entity’s controls relevant to each risk and assess
the design and implementation of the relevant controls.

Addressing audit risks – significant audit risks

7

Audit risk identified within our audit plan Audit procedures performed
Assurance
gained and issues arising

Significant audit risks (including fraud risks)

1. Stage 2 Transfer of Short Life Assets:
Stage 2 Transfer of Short-Life Assets from the PCC to the CC.
This is the risk that the asset transfer will  not be complete and
accounted for correctly.

This risk applies to the Office of the PCC, Office of the CC and
the Group.

We reviewed the transfer of assets for completeness.
We reviewed the governance arrangements supporting the asset
transfer.
We gained assurance on completeness of the transfer by agreeing
the brought forward asset values on short-life assets in the audited
accounts to the opening value of short life assets in the CC
accounts.

From the work completed
assurance was gained that the
transfer of short-life assets from
the PCC to the CC was complete
and was supported by appropriate
governance arrangements.

No issues were noted.

2. Accounting for Collaboration:
As organisations collaborate more, one of the key accounting
areas which needs to be considered is accounting for
collaboration where there is joint control. Thames Valley Police
act as the Lead Force in a number of collaborative
arrangements where there is joint control. As the Lead Force
Thames Valley Police could be required, upon certain
conditions, to reverse out other partners’ share of collaborative
expenditure, assets and liabilities from their accounts.

This risk applies to the PCC Group.

We reviewed the collaborative arrangements in effect at Thames
Valley Police.
We reviewed the contractual arrangements and the substance of
the transactions at an operational level.
We reviewed the views of collaborative partners as to how they
saw the arrangements.
We consulted with EY Technical colleagues to obtain their views
on the arrangements.
We reviewed the approach to this issue with the Chief Finance
Officer of the PCC to ensure they could justify the accounting
treatment applied and supply adequate supporting evidence.

We gained assurance from our
understanding of the collaborative
arrangements in effect at TVP that
there was no need for TVP to
prepare memoranda accounts on
behalf of their collaborative
partners and that their accounting
treatment was consistent with the
relevant accounting standards of
IFRS 10, 11 and 12 where
applicable.

Office of the Police & Crime Commissioner and Chief Constable for Thames Valley
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► We identified the following audit risks during the planning phase of our audit, and reported these to you in our Audit Plan. Here, we set out how we have gained audit
assurance over these issues.

Addressing audit risks – significant audit risks (cont’d)

Office of the Police & Crime Commissioner and Chief Constable for Thames Valley 8

Audit risk identified within our Audit Plan Audit procedures performed
Assurance
gained and issues arising

Significant audit risks (including fraud risks)

3. Revenue and Expenditure Recognition:
Our audit approach requires us to assess the fraud risks
associated with income and expenditure. We identify and
respond to this risk on every client engagement. This approach
requires coverage of all the revenue and  expenditure streams
to assess whether there are adequate controls in place to rebut
the risk or where further work is required.

This risk applies to the Office of the PCC, Office of the CC
and the Group.

We reviewed the revenue and expenditure streams at a
disaggregated level and assessed the risk of revenue and
expenditure recognition against each of these.
We substantively tested expenditure including payroll.
We substantively tested revenue including Taxation and non-
specific Grant Income; Specific Grant Income and revenue.

From the work completed on
revenue and expenditure no issues
were identified.

4. Management Override:
As identified in ISA (UK and Ireland) 240, management is
in a unique position to perpetrate fraud because of their
ability to directly or indirectly manipulate accounting records
and prepare fraudulent financial statements by overriding
controls that otherwise appear to be operating effectively.

This risk applies to the Office of the PCC, Office of the CC
and the Group.

We tested the appropriateness of journal entries recorded in the
general ledger and other adjustments made in the preparation of
the financial statements.
We reviewed accounting estimates for evidence of management
bias. We also evaluated the business rationale for any significant
unusual transactions.

From the work completed on
journals, accounting estimates and
unusual transactions no issues
were identified.
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Financial statements audit – issues and misstatements arising from
the audit

Office of the Police & Crime Commissioner and Chief Constable for Thames Valley 10

Progress of our audit
The following areas of our work programme remain to be completed. We will
provide an update of progress at the Joint Audit Committee meeting:

► Receipt of a Letter of Representation

► Whole of Government Accounts

► Revenue

► Specific Grant Testing

► Equity

► Accounting Policies

► Accounting for Collaboration

► Value for Money Conclusion

► Subject to the satisfactory resolution of the above items, we propose to issue an
unqualified audit report on the financial statements.

Uncorrected misstatements
We have not identified any misstatements within the draft financial statements,
which management has chosen not to adjust.

Corrected misstatements
Our audit identified a small number of misstatements which our team highlighted to
management for amendment. These have been corrected during the course of our
work. All amendments were under the Tolerable Error threshold for each respective
entity as per pages 11,12 and 13 and so not have not been presented separately as
an appendix to this report.

We would like to bring to the attention of TCWG one error in relation to Property,
Plant and Equipment (PPE) as this is one area where we have found errors in
recent years. Although as noted above the error was under our reporting threshold
PPE should continue to be an area of focus for management in the coming year.

Other matters
As required by ISA (UK&I) 260 and other ISAs specifying communication
requirements, we are required to communicate to you significant findings from the
audit and other matters that are significant to your oversight of the Office of the
PCC and Office of the CC’s financial reporting process including the following:

► Qualitative aspects of your accounting practices; estimates and disclosures;

► Matters specifically required by other auditing standards to be communicated
to those charged with governance. For example, issues about fraud,
compliance with laws and regulations, external confirmations and related
party transactions;

► Any significant difficulties encountered during the audit; and

► Other audit matters of governance interest

We have the following matters we wish to report which relate to the Group:

► Testing of journals identified that supporting documentation was not always
attached to the journal and there were cases without an adequate explanation
of the purpose of the journal; and

► Electronic journals are prepared and sent to systems support who upload the
journal and it is then sent back to the originator for approval. In effect the
same person is preparing and approving the journal.
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Our application of materiality
► When establishing our overall audit strategy, we determined the magnitude of uncorrected misstatements that we judged would be material for the financial statements

as a whole.

Financial statements audit – application of materiality (PCC Group)

Office of the Police & Crime Commissioner and Chief Constable for Thames Valley 11

Item

Planning
Materiality
and
Tolerable
Error

We determined planning materiality for the group to be £10.4 million (2014: £10.626million), which is  2% of Gross Revenue Expenditure
reported in the accounts at £520.017 million. We consider Gross Revenue Expenditure to be one of the principal considerations for
stakeholders in assessing the financial performance of the group.

We set a group tolerable error  for the audit. Tolerable error  is the application of planning materiality at the individual account or balance
level. It is set to reduce to an appropriately low level the probability that the aggregate of uncorrected and undetected misstatements
exceeds planning materiality. The level of tolerable error drives the extent of detailed audit testing required to support our opinion.

We have set group tolerable error at  the upper level of the available range because there were no corrected significant errors in the
PCC Group’s 2013/14 financial statements and no uncorrected errors. Material errors identified in 2013/14 in the PCC single entity
accounts impacted on the tolerable error applied to those accounts in 2014/15.

Audit work for the PCC and CC components is undertaken based on a percentage of the group tolerable error based on the relative size
of the component and our view of the risk of misstatement at that component. We call this ‘component performance materiality.

Reporting
Threshold

We agreed with the Audit Committee that we would report to the Committee all audit differences in excess of £7.8 million (2014: £7.970
million),

We also identified the following areas where misstatement at a level lower than our overall materiality level might influence the reader.  For these areas we
developed an audit strategy specific to these areas,. The areas identified and audit strategy applied include:
• Remuneration disclosures: We reviewed the Senior Officer Remuneration Note and agreed all amounts back to supporting documentation. No issues were

noted from this review.
• Related party transactions. We reviewed the Related Party Transaction disclosure and also the related party declarations distributed to the senior management

team. No issues were noted from this review.

We evaluate any uncorrected misstatements against both the quantitative measures of materiality discussed above and in light of other relevant qualitative
considerations.
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Our application of materiality
► When establishing our overall audit strategy, we determined a magnitude of uncorrected misstatements that we judged would be material for the PCC financial

statements as a whole.

Financial statements audit – application of materiality (Office of the
Police and Crime Commissioner)

Office of the Police & Crime Commissioner and Chief Constable for Thames Valley 12

Item
Planning
Materiality and
Tolerable Error

We determined planning materiality for the PCC to be £5.854 million (2014: £6.238 million), which is  2% of Gross Assets
reported in the accounts at £292.724 million

We consider Gross Assets to be one of the principal considerations for stakeholders in assessing the financial performance
of the PCC.

We set a tolerable error  for the audit as this drives the extent of detailed audit testing required to support our opinion.  We
set our tolerable error  for the audit at the lower level of the available range because there were significant  material errors in
the PCC’s 2013/14 financial statements in relation to accounting for Property, Plant and Equipment

We ensured the tolerable error figure used  did not exceed the assigned component performance materiality level.

Reporting
Threshold

We agreed with the Audit Committee that we would report to the Committee all audit differences in excess of £2.927 million
(2014: £3.119 million),

We also identified the following areas where misstatement at a level lower than our overall materiality level might influence the reader.  For these areas we
developed an audit strategy specific to these areas,. The areas identified and audit strategy applied include:
• Remuneration disclosures: We reviewed the Senior Officer Remuneration Note and agreed all amounts back to supporting documentation. No issues were

noted from this review.
• Related party transactions. We reviewed the Related Party Transaction disclosure and also the related party declarations distributed to the senior management

team. No issues were noted from this review.

We evaluate any uncorrected misstatements against both the quantitative measures of materiality discussed above and in light of other relevant qualitative
considerations.
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Our application of materiality
► When establishing our overall audit strategy, we determined a magnitude of uncorrected misstatements that we judged would be material for the CC financial

statements as a whole.

Financial statements audit – application of materiality (Office of the
Chief Constable)
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Item

Planning
Materiality and
Tolerable Error

We determined planning materiality for the CC to be £10.267 million (2014: £10.534 million), which is  2% of Gross Revenue
Expenditure reported in the accounts at £513.328 million

We consider Gross Revenue Expenditure to be one of the principal considerations for stakeholders in assessing the financial
performance of the CC.

We set a tolerable error  for the audit as this drives the extent of detailed audit testing required to support our opinion.  We set
our tolerable error  for the audit at the upper level of the available range because there were no corrected significant errors in
the CC’s 2013/14 financial statements and no uncorrected errors.

We ensured the tolerable error figure used  did not exceed the assigned component performance materiality level.

Reporting
Threshold

We agreed with the Audit Committee that we would report to the Committee all audit differences in excess of £7.7 million
(2014: £7.9 million),

We also identified the following areas where misstatement at a level lower than our overall materiality level might influence the reader.  For these areas we
developed an audit strategy specific to these areas,. The areas identified and audit strategy applied include:
• Remuneration disclosures: We reviewed the Senior Officer Remuneration Note and agreed all amounts back to supporting documentation. No issues were

noted from this review.
• Related party transactions. We reviewed the Related Party Transaction disclosure and also the related party declarations distributed to the senior management

team. No issues were noted from this review.

We evaluate any uncorrected misstatements against both the quantitative measures of materiality discussed above and in light of other relevant qualitative
considerations.
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Financial statements audit – internal control, written representations
and whole of government accounts

Office of the Police & Crime Commissioner and Chief Constable for Thames Valley 14

Internal control
It is the responsibility of the Office of the PCC and Office of the CC to develop and
implement systems of internal financial control and to put in place proper
arrangements to monitor their adequacy and effectiveness in practice. Our
responsibility as your auditor is to consider whether the Office of the PCC and
Office of the CC have put adequate arrangements in place to satisfy themselves
that the systems of internal financial control are both adequate and effective in
practice.

We have not tested the controls of the Office of the PCC and Office of the CC as
we have adopted a fully substantive approach to our audit, as we believe this to be
the most efficient approach. We are therefore not expressing an opinion on the
overall effectiveness of internal control.

We have reviewed the Annual Governance Statement and can confirm that:

► It complies with the requirements of CIPFA/SOLACE Delivering Good
Governance in Local Government Framework; and

► It is consistent with other information that we are aware of from our audit of
the financial statements.

We have not identified any significant deficiencies in the design of an internal
control that might result in a material misstatement in the financial.

Request for written representations
We have requested management representation letters from both the PCC and CC
to gain confirmation in relation to a number of matters. In addition to the standard
representations, we have requested the following specific representations:

► Government Actuary Department (GAD) & Contingent Liability/Asset
Disclosure:

► As at the date of the conclusion of the audit there was ongoing
communication about an issue which will impact upon the CC and the Group.
A recent court case found in favour of a retired firefighter who contested that
he was disadvantaged in his retirement settlement as a result of GAD not
updating their actuarial  commutation tables. As Police officers use the same
tables then this ruling will impact on Thames Valley Police as well. We are
aware that the Home Office will meet any liabilities arising.

► Collaborative Arrangements:
► Thames Valley Police work in partnership with a number of other local police

forces. As part of these arrangements Thames Valley Police act as the Lead
Force. From the evidence presented we have concluded that the current
accounting arrangements are compliant with the applicable standards. We
would like further assurances that all material collaborative arrangements
have been fully disclosed to us.

Whole of Government Accounts
► Alongside our work on the financial statements, we also review and report to the

National Audit Office on your Whole of Government Accounts return. The extent
of our review and the nature of our report are specified by the National Audit
Office.

► We are currently concluding our work in this area and will report any matters that
arise to the Audit Committee.
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Arrangements to secure economy, efficiency and effectiveness

Office of the Police & Crime Commissioner and Chief Constable for Thames Valley 16

Criteria 1 – arrangements for securing financial
resilience
‘Whether the Office of the PCC and Office of the CC have robust systems and
processes to manage financial risks and opportunities effectively, and to secure a
stable financial position that enables it to continue to operate for the foreseeable
future’

We identified one significant risk in relation to this criteria:

► Continued Delivery of a Sustainable Medium Term Financial Plan.

We wish to note the following specific findings regarding Financial Resilience:

► There is a current budget gap of approx. £46m over the next three years. Of the
£46m approx. £24m relates to efficiency savings which are delivering and
therefore the gap for 2015/16 has been closed. A further £22m relates to
savings and efficiencies being finalised. This £22m budget gap consists of
pressures of £12m and £10m in 2016/17 and 2017/18 respectively;

► We have considered this position against the current level of Usable Reserves
and Balances at the disposal of Thames Valley Police. As at 31 March 2015 this
was approx. £51m. The PCC also had Short-term Investments of approx. £50m
as at 31 March 2015;

► We acknowledge that Thames Valley Police has a culture of delivery against
saving plans and note the current financial planning and budgeting review which
is ongoing to identify the savings needed to close the £22 m budget gap.

► HMIC acknowledged in a recent assessment that the Force had risen to the
funding challenge extremely well and that it’s planning for the future is
‘Outstanding’.

Criteria 2 – arrangements for securing economy,
efficiency and effectiveness
‘Whether the Office of the PCC and Office of the CC are prioritising their resources
within tighter budgets, for example by achieving cost reductions and by improving
efficiency and productivity’

We did not identify any significant risks in relation to this criteria.

► We have no issues to report in relation to this criteria.

► Our work did not identify any other matters relating to aspects of your corporate
performance and financial management framework which are not covered by the
scope of the two specified criteria above.

► We have reviewed the findings from the first formal HMIC PEEL assessment
which showed that Thames Valley were ranked as GOOD for Efficiency. The
PEEL assessment also noted that the Force is GOOD at preventing crime and
reducing offending; is GOOD at investigating crime and GOOD at tackling anti-
social behaviour.

The Code of Audit Practice (2010) sets out our responsibility to satisfy ourselves that the Office of the PCC and Office of the CC
have put in place proper arrangements to secure economy, efficiency and effectiveness in their use of resources. In examining
the Office of the PCC and Office of the CC’s corporate performance management and financial management arrangements, we
have regard to the following criteria and focus specified by the Audit Commission.
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We identified the following VFM risk during the planning phase of our audit, and reported this to you in our Audit Plan. Here, we set out how we have gained audit
assurance over this issue.

A significant audit risk in the context of the value for money conclusion is the risk that the auditor may issue the wrong value for money conclusion. Where auditors identify
a significant value for money conclusion risk they will need to undertaken additional audit work to enable them to reach an appropriate conclusion.

This work is ongoing and the following table will be completed on conclusion.

Addressing audit risks – significant VFM risks

Office of the Police & Crime Commissioner and Chief Constable for Thames Valley 17

VFM risk identified within our audit plan Procedures performed
Assurance
gained and issues arising

Financial Resilience
1. Continued Delivery of a Sustainable

Medium Term Financial Plan (MTFP):

This risk applies to the Office of the PCC,
Office of the CC and the Group.

We reviewed in detail the 3 year Medium Term Financial Plan
covering 2015/16, 2016/17 and 2017/18;
We reviewed and challenged some of the key assumptions
underpinning the MTFP;
We reviewed and assessed the efficiency savings underpinning
delivery of the MTFP over the 3 year period;
We assessed Financial Resilience in terms of the available
reserves available to the Force over the MTFP taking into
account other assets such as Short and Long-term Investments

From the work completed we have gained assurance
over the MTFP. We acknowledge the previous strong
delivery of the PCC and CC in delivering balanced
budgets and surpluses during each year since the
Comprehensive Spending Review in 2010. Whilst we
have seen that the efficiency plan closes the gap in
2015/16 the next few years will put additional strain on
the available reserves and resources of Thames Valley
Police and we will continue to focus on this area in
future audits.
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Independence and audit fees

19

Independence
We confirm there are no changes in our assessment of independence since our
confirmation in our Audit Plan dated 13 March 2015.

We complied with the Auditing Practices Board’s Ethical Standards for Auditors and
the requirements of the Audit Commission’s Code and Standing Guidance. In our
professional judgement the firm is independent and the objectivity of the audit
engagement partner and audit staff has not been compromised within the meaning
of regulatory and professional requirements.

All auditors involved in the audit have had specific BPSS security clearance.

We confirm that we are not aware of any relationships that may affect the
independence and objectivity of the firm that we are required by auditing and ethical
standards to report to you.

We consider that our independence in this context is a matter that should be
reviewed by both you and ourselves. It is therefore important that you consider the
facts of which you are aware and come to a view. If you wish to discuss any
matters concerning our independence, we will be pleased to do so at the
forthcoming meeting of the Joint Audit Committee on 19 August 2015.

We confirm that we have met the reporting requirements to the Joint Audit
Committee, and to the PCC and CC, as ‘those charged with governance’, under
International Standards on Auditing (UK and Ireland) 260 – Communication with
those charged with governance. Our communication plan to meet these
requirements were set out in our Audit Plan of 13 March 2015.

Audit fees
► The table below sets out the scale fee and our final proposed audit fees.

► Our actual fee is in line with the agreed fee at this point in time, subject to the
satisfactory clearance of the outstanding audit work.

► We confirm that we have not undertaken any non-audit work outside of the Audit
Commission’s Audit Code requirements.

Proposed final
fee 2014/2015

Scale fee
2014/2015

Variation
comments

£ £

Audit Fee: Code
work (PCC)

54,050 25,000 N/A

Audit Fee – Code
Work (CC)

54,050 25,000 N/A

Office of the Police & Crime Commissioner and Chief Constable for Thames Valley
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