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Guildford
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GU31YJ

Dear Lisa and Gavin
2021 Audit Results Report

We are pleased to attach our final audit results report, summarising the status of our audit of the Police and Crime Commissi  oner for Surrey
Group (the PCC and CC) for the forthcoming meeting of the Joint Audit Committee (JAC). We will update JAC at its meeting sche duled for 26
January 2022 on further progress to that date and explain the remaining steps to the issue of our final opinion. Changes mad e to the previous
version presented to the JAC on 20 October 2021 are highlighted in  bold blue text.

The audit is designed to express an opinion on the 20/21 financial statements and address current statutory and regulatory re  quirements. This
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material internal control findings. Each year sees further enhancements to the level of audit challenge and the quality of evidence required to

achieve the robust professional scepticism that society expects. We thank the management team for supporting this process.  We have also

included an update on our work on value for money arrangements.

This report is intended solely for the information and use of the Joint Audit Committee (JAC), other members of the PCC and C  C, and senior
management. It is not intended to be and should not be used by anyone other than these specified parties.

We welcome the opportunity to discuss the contents of this report with you at the JAC meeting on 26 January 2022.

Yours faithfully

£ Jackson.

Elizabeth Jackson

Associate Partner

For and on behalf of Ernst & Young LLP
Encl
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guality/statement -of-responsibilities/ ).The Statement of responsibilities serves as the formal terms of engagement between appointed auditors and audited bodies. | t summarises where the different

responsibilities of auditors and audited bodies begin and end, and what is to be expected of the audited body in certain area S.
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Audit Office Code of Audit Practice (the Code) and in legislation, and covers matters of practice and procedure which are of a recurring nature.

This report is made solely to the PCC, CCJoint Audit Committee and management of Surrey Police in accordance with the statement of responsibilities. Our work has been undertaken so that we might state

to the PCC, CCJoint Audit Committee, and management of Surrey Police those matters we are required to state to them in this report and for no other purpose. To the fullest extent permitted by law we do

not accept or assume responsibility to anyone other than the PCC, CCJoint Audit Committee and management of Surrey Police for this report or for the opinions we have formed. It should not be provided to
any third -party without our prior written consent.



https://www.psaa.co.uk/audit-quality/statement-of-responsibilities/
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52 Executive Summary

»

Scope update

In our Audit Plan presented at the 28 July 2021 JAC meeting, we provided you with an overview of our audit scope and approach for the audit of the financial
statements. We carried out our audit in accordance with this plan, with the following exceptions:

Changes in materiality

In our Audit Plan, we communicated that our audit procedures would be performed using a materiality  of £6.148 million for the PCC Group; £3.476 million for the PCC
Single Entity and £6.059 million for the CC Single Entity. Performance materiality at 75 % of overall materiality and thresho  Ids for reporting misstatements at 5% of
performance materiality. These figures were determined using the draft consolidated accounts and therefore these were appropr  iate for the accounts audits.

We have also reconsidered our risk assessment and confirm that there are no changes to the risks identified in the Audit Plan

Changes to reporting timescales

As a result of COVID-19, new regulations, the Accounts and Audit (Amendment) Regulations 2021 No 263, have been published and ca me into force on 31 March
2021. This announced a change to publication date for final, audited accounts from 31 July to 30 September 2021 for all relev ant authorities.

Additional audit procedures as a result of Covid -19

Other changes in the entity and regulatory environment as a result of Covid -19 that have not resulted in an additional risk, but result in the following impacts on our
audit strategy were as follows:

Information Produced by the Entity (IPE): We identified an increased risk around the completeness, accuracy, and appropriaten  ess of information produced by the entity
due to the inability of the audit team to verify original documents orre -runreportson-©~2 z { " ¥ £ 2} z e X X D Xrx€&k@he followirig zofadl@ss this risk: o y z

A Used the screen sharing function of Microsoft Teams to evidence re -running of reports used to generate the IPE we audited; and

A Agreed IPE to scanned documents or other system screenshots.
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»

Status of the audit
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Police Pension Lump Sums g evidence outstanding

(e e}

Review of Related party transactions

(e}

Review of Going concern
Unrecorded liabilities up to the date of signing the opinion

o o

Consultation for the prior year adjustment for the PPE disposals

(e}

Quality review from Manager and Associate Partner of audit working papers

(@)

Review of final version of accounts and narrative report

(@)

Subsequent events review

(e}

Receipt of signed management representation letter

([an)

Signed AGS, narrative report and financial statements
Whole of Government Accounts: We have yet to receive the NAO instructions on this for 2020/21. This is not expected until Feb  ruary 2022.

(@)

Given that the audit process is still ongoing, we will continue to challenge the remaining evidence provided and the final di  sclosures in the Narrative Report and
Accounts which could influence our final audit opinion, a current draft of which is included in Section 03.
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»

Auditor responsibilities under the new Code of Audit Practice 2020

Under the Code of Audit Practice 2020 we are still required to consider whetherthe PCCandtheCC v -z | «2 ~=o | ¢vxz €| " ¥,z" v’ ' "vao|z£z
efficiency and effectiveness on their use of resources. The 2020 Code requires the auditor to design their work to provide th  em with sufficient assurance to enable them

to report to the PCC and CCa commentary against specified reporting criteria (see below) on the arrangements the PCC and the CChave in place to secure value for

money through economic, efficient and effective use of its resources for the relevant period.

The specified reporting criteria are:
A Financial sustainability : How the PCC and C(plans and manages its resources to ensure it can continue to deliver its services;

A Governance: How the PCC and CGensures that it makes informed decisions and properly manages its risks; and

A Improving economy, efficiency and effectiveness: How the PCC and CQuses information about its costs and performance to improve the way it manages and delivers

its services.
Status of the audit AValue for Money
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from our work on the risk of significant weakness we identified in section 05.

We plan to issue the VFM commentary within three months after the issuing the audit report, in line with the extension provid  ed by the NAO for 2020/21, within our
Vey~a¥" " CO Voao«ve gz! ¥ 2cC
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»

Audit differences
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contained a material number of issues that were not resolved by management before providing us with the accounts for audit. T  ime was spent in trying to reconcile the

accounts to a General Ledger download rather than the extended trial balance. This confusion was due to communication limited by remote working due to COVID

restrictions. The finance team were still processing journals after the data was sent to us for audit which meant that work undertaken ont  his version of the accounts

had to be reperformed and/or reconciled for a second time which has significantly delayed the completion of our audit and dup  licated work on a number of tests. This will

lead to an increase in the audit fee.

During the fourth week of the audit a second set of financial statements was produced, on 14 t July, for presentation to the Joint Audit Committee at its meeting of 28 1
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U Intangible IT assets: Impairment of £958,900 for the intangible IT assets capitalised following the cessation of the EQUIP project
U Valuation of PPE assets. There has been an understatement of £3.97 million following challenge from our EY Real Estate specialists.  The values of the Guildford

(+£1.50 million), Staines (+ £1.525 million) and Woking (+£945k) police stations have increased in total by £3.97 million
U cCashflow Statement: Officers produced a third version of this primary statement and notes on 12 t October. There have been significant changes to version three

and we need to reperform all the work we previously completed on the first two versions as we found that version 2 was still not internally consistent with other
areas of the accounts.

U Prior period adjustment: We agreed a prior period adjustment totalling £13.85 million to the gross opening balance of Vehicle, Plant and Equipment (VPE) to Note 11
{¥" ¢{«¢C¢  yz! " zx~va@zy vOOz2© -"~22zpo ¥« ¥{ a3}z w¥¥|; vO o¥ ¢¥o|z" }zc¢yCC

U Reclassification of additions: £10.731 million of Assets Under Construction (AUC) additions were reclassified into AUC of £4 ,149m, Surplus assets of £570k,
Vehicles, Plant & Equipment of £5.660m and Land & Buildings of £352k.

See section 04 for further details of the adjustments and disclosure amendments identified. We have also reported the issues  with the production of the financial
statements as an internal control weakness in section 07.

Other reporting issues

We have reviewed the information presented in the Annual Governance Statement for consistency with our knowledge of the PCC a nd CC. We have no issues to report.

We have not yet performed the procedures required by the National Audit Office (NAO) on the Whole of Government Accounts subm ission. The NAO are currently
reviewing the Data Collection Tool and it is expected that this will be available in December 2021. We will audit this once y our officers have the updated software and

have been able to submit their entries.

We have no other matters to report.
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»

Areas of audit focus

In our Audit Plan we identified a number of key areas of focus for our audit of the financial statements of the PCC and the C  C. This report sets out our observations and
status in relation to these areas, including our views on areas which might be conservative and areas where there is potentia | risk and exposure. Our consideration of
alz©z £vaaz " © voy ¥3}lz"© ~yzwoed@~{~7zy y«  ~o| 2}z 1z " ~¥y ~© O«E£Ef£Vv ~0©Ozy -~2}~no 2}

Audit findings and conclusions

A Significant risk - Misstatements due to fraud or error g Management override of controls
We have not identified any issues in this area.

A Significant risk - Misstatements due to fraud or error - Inappropriate capitalisation of revenue expenditure
We have not identified any material misstatements arising from fraud in revenue and expenditure recognition and the inappropr  iate capitalisation of revenue.

A Significant risk - Misstatements due to fraud or error - Inappropriate capitalisation of revenue expenditure in relation to the EQUIP project. As a result of our
challenge, the Force has chosen to impair the EQUIP assets by 50% of their cost value (£958,900 ) to recognise the uncertainty over their potential use and whether
they will bring future economic value to the Force.

A Significant risk - Valuation of Land & Buildings in Property, Plant and Equipment (PPE) under fair value - Estimated -Use-Value (EUV). Our Real Estate specialists
work resulted in an adjusted audit difference of £4.02 million on police stations.

A Area of audit focus - Valuation of Land and Buildings in PPE under Depreciated Replacement Cost (DRC)
We are satisfied that management has valued the assets held at DRC on a reasonable basis.

A Area of audit focus - Valuation of the Police Pension Scheme Liability
Following the changes to ISA 540, we identified a gap in our assurance for the information used by the actuary in calculating the IAS 19 liability across all our
audits so have had to complete additional testing to meet the ISA requirements. No issues were identified as a result of the additional work.

A Area of audit focus g Cashflow Statement preparation
There have been significant revisions to the Cashflow Statement for the PCC and Group produced on 12 t October. Our audit found that version 2 was not internally
consistent with other areas of the accounts.

A Area of audit focus - Valuation of Pension Liabilities (Local Government Pension Scheme)
Following the changes to ISA 540, we identified a gap in our assurance for the information used by the actuary in calculating the IAS 19 liability across all our
audits so have had to complete additional testing to meet the ISA requirements. No issues were identified as a result of the additional work.

A Area of audit focus - Going Concern Compliance with ISA 570
We are satisfied that the PCC and the CC have carried out a reasonable assessment and made appropriate disclosure in their revis ed accounts.

A Area of audit focus g Property, Plant and Equipment (PPE) disposals
We are satisfied that the work by finance to cleanse the fixed asset register of old nil book value assets is complete. We ha ve agreed an amendment to the
disclosure in Note 11 and are currently consulting internally with our Professional Practice Department for the Prior Year Ad justment that is required to the
note as many of the asset disposals are prior to the 20/21 financial year.

¢\
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»

Areas of audit focus (continued)

We request that you review these and other matters set out in this report to ensure:
U There are no residual further considerations or matters that could impact these issues;

U You concur with the resolution of the issues;

U There are no further significant issues you are aware of to be considered before the financial report is finalised.

There are no matters, other than those reported by management or disclosed in this report, which we believe should be brought  to the attention of the Joint Audit
Committee or Management.

Control observations

We have adopted a fully substantive approach, and so have not tested the operation of controls. We have, however, updated our understanding of the key processes and
the controls which are in place to detect or prevent error. Through this work, we have not identified any significant deficie ncies in the design or operation of an internal
control that might result in a material misstatement in your financial statements.
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supporting working papers have affected the efficiency of the audit process which is why the audit is still ongoing four mont  hs after it began. With a departmental

restructure leading to changes in roles and an old finance system which needs to be replaced, and will be as part of the ERP  solution, officers found it difficult to
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In addition, our audit testing identified that an intangible asset had been capitalised without sufficient evidence to value the asset.

The two weaknesses identified are:
U Accounts production and working papers
U Capitalisation of intangible assets

We provide further information of these weaknesses in section 07.

Independence

We can confirm that we remain independent of the PCC and CC and include an update in Section 09.
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